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SENATORS 

WILLIAM  W.  ARMSTRONG,  Chairman. 
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ASSEMBLYMEN 

JAMES  T.  ROGERS, 
ROBERT  LYNN  COX, 
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EZRA  P.  PRENTICE,  Secretary. 
JOHN  McKEOWN. 


COUNSEL 


CHARLES  E.  HUGHES, 
JAMES  McKEEN. 

Associate  Counsel 
MATTHEW  C.  FLEMING. 


ALDEKMAlSriC  COUNCIL  CHAMBEE, 
City  Hall,  ISTew  York  City. 

November  28th,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

MR.  HUGHES:  Mr.  Chairman,  it  appeared  in  the  examiua- 
tion  of  the  vouchers  of  the  Mutual  Life  Insurance  Company  that 
the  Hon.  G-eorge  S.  Batcheller  at  one  time  acted  for  the  Mutual 
Life  abroad,  from  JSTovember,  1892,  to  October,  1895.  I  am  in- 
formed that  he  was  retained  by  the  Mutual  Life.  There  was 
possibly  a  suggestion,  although  I  am  not  sure  that  any  such  sug- 
gestion was  made,  that  he  Avas  acting  under  this  retainer  when 
he  was  Judge  of  the  Court  of  First  Instaiice  in  Egypt.  The  fact 
is,  as  I  am  authoritatively  informed,  that  he  was  not  Judge  at  tlie 
time  that  he  was  acting  for  the  Mutual  Life.  George  S.  Batch- 
eller was  appointed  Judge  of  the  Court  of  Eirst  Instance  in  Egypt 
in  1876  and  retired  in  1886.  He  was  reappointed  December  iStli. 
1897,  and  transferred  to  the  Court  of  Appeals  in  1902.  He  is 
still  serving  under  the  last  appointment.  It  is  proper  to  say  that 
there  was  nothing  in  the  evidence  which  was  intended  to  reflect 
or  does  so  far  as  I  am  advised  reflect  upon  Judge  Batcheller  in 
the  matter. 

EDMUND  D.  EANDOLPH,  resumed. 

BY  MR  HUGHES: 

Q.  I  show  you  Exhibit  499,  referring  to  the  check  received  by 
the  New  York  Life  Insurance  Company  from  Kidder,  Peabody  & 
Company  for  $40,193.60,  an  Exhibit  in  your  handwriting  bearing 
your  signature  by  initials,  and  containing  in  the  last  clause  the 
word  "  and  I  send  it  to  you,"  —  that  is,  Mr.  Perkins,  "  as  directed 
by  the  president-"  Did  you  receive  such  a  direction  by  the  presi- 
dent?    A.  That  is  correctly  stated;  that  is  September  20th,  1904. 

Q.  Did  you  receive  such  direction  from  the  president?  A.  I 
did. 

Q.  With  regard  to  this  particular  matter?  A.  No,  it  was  en- 
tirely understood  on  all  hands. 
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Q.  What  did  yon  say  to  the  president  regarding  it  ?  A.  It  is 
difEcult  to  recall  the  language,  Mr.  Hughes,  excepting  that  speak- 
ing of  the  circumstances  as  stated  there  and  the  direction  was  that 
that  money  was  to  be  paid  to  Mr.  Perkins. 

Q.  Did  you  receive  the  check  in  the  first  instance  ?  A.  It  came 
in  the  mail  from  Kidder,  Peabody  &  Company. 

Q.  And  after  you  received  the  check  did  you  consult  with  the 
president?  A.  ISTot  then.  I  had  already  received  the  instruc- 
tions. 

Q.  In  anticipation  of  the  check?  A.  In  anticipation  of  its 
coming 

Q.  How  long  before  ?  A.  In  connection  with  the  circmn- 
stances  in  the  first  instance. 

Q.  When  the- $930,000  was  paid?  A.  Yes,  shortly  after  the 
transaction  was  made.  It  was  understood  what  was  to  be  the 
nature  of  the  transaction,  that  is,  understood  between  me  and  Mr. 
Perkins,  and  I  discussed  it  with  the  president,  and  he  confirmed 
it  and  gave  the  direction  to  pay  the  money  to  Mr.  Perkins. 

Q.  Was  this  before  the  JS^ew  York  Life  paid  $930,000  to  Kid- 
der, Peabody  &  Company  ?      A.   No  ;  afterwards. 

Q.  Did  you  see  the  check  for  $930,000  to  Kidder,  Peabody  & 
Company?      A.   Well,  it  was  drawn  in  my  ofiice. 

Q.  Did  you  know  of  the  drawing  of  it?  A.  I  knew  of  the 
drawing  of  it. 

Q.  Did  you  know  what  arrangement,  if  any,  had  been  made 
regarding  it,  did  you  know  what  this  transaction  was?  A.  Well, 
]  knew  what  it  was  to  be. 

Q.  Fjpom  Mr.  Perkins?     A.  From  Mr.  Perkins. 

Q.  Was  it  brought  before  the  Finance  Committee?  A.  It  was 
not. 

Q.  Did  anybody  know  of  it  except  yourself,  Mr.  McCall  and 
]\rr.  Perkins?  A.   And  Mr.  Kingsley. 

Q.  What  was  ]\Ir.  Kingsley's  relation  to  it?  A.  Secretary  of 
tTie  Finance  Committee. 

Q.  AVas  it  at  any  time  before  or  after  the  transaction  brought 
before  the  Finance  Committee?  A.  ISTo,  for  the  reason  that  Mr. 
Perkins  said  specifically  that  he  did  not  wish  it  'to  go  before  the 
Finance  Committee,  as  it  was  only  a  loan,  and  loans  are  made 
from  day  to  day,  or  at  any  time  without  need  of  authority  from 
the  Finance  Committee,  that' is  delegated  to  the  officers,  assuming 
that  they  vdll  see  +hat  they  arc  properly  secured. 
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Q.  You  understood  the  moneys  wore  for  the  profits  of  tlie  loan 
of  that  money?     A.  Yes, 

Q.  You  understood  there  was  no  other  payment  in  the  trans- 
action except  the  payment  made  by  the  New  York  Life  itself? 
A.  Yes. 

Q.  Did  Mr.  McCall  know  these  facts?  A..  Yes,  he  knew  it  all. 
The  entry,  I  think,  in  the  blotter  showed  when  the  payment  was 
]nade.  Records  were  made  that  profits  were  to  fall,  there  was  no 
disguising  it  at  all. 

Q.  Why  did  not  you  put  the  check  in  your  bank?  A.  I  sent 
the  check  over  just  as  it  came,  it  was  enclosed  with  that  note. 

Q.  Why,  did  n^t  you  put  the  check  through  the  Xew  York  Life 
Insurance  CompanyV  bank\<iccO'Unt  and  then  draw  a  check  to  Mr. 
Perkins?  A.  The  understanding  in  (he  first  instance  was  that  it 
was  not  to  come  to  the  Xew  York  Life. 

Q.  Inasnmch  as  it  had  come,  why  didn't  you  have  the  usual 
record  made  of  iti  A.  I  did  not  consider  it  to  he  a  case  for  record. 
It  was  understood  beforehand  that  the  only  part  the  New  York 
Life  Insurance  Company  had  in  the  transaction  was  the  caiTying 
of  the  bonds  for  the  coupons. 

Q.  And  to  put  up  all  the  money?  A.  Yes,  we  made  the  loan 
on  the  bonds. 

Q.  Is  it  usual  for  you  when  checks  come  to  the  New  York  Life 
Insurance  Company  to  turn  the  checks  over  without  deposit  and 
without  leaving  any  records  in  your  books  of  their  receipt?  A. 
Why,  I  don't  know  of  another  instance.  This  was  a  special  case 
under  sjoecial  instructions.  It  was  most  certainly  not  a  New  York 
Life  transaction. 

Q.  Did  you  have  any  guarantee  in  regard  to  this  transaction 
to  protect  the  Xew  York  Life  in  the  event  of  lose?  A.  No;  the 
loan,  like  any  other  loan,  was  on  the  margin  of  th^  securities,  and 
the  people  to  whom  the  loan  was  made,  Kidder,  Peabody  &  Com- 
pany, are  a  most  eminently  wealthy  banking  house. 

Q.  Did  you  have  any  obligation  from  Kidder,  Peabody  &  Com- 
pany?    A.  Yes,  we  had  their  obligation. 

Q.  Di.l  you  have  any  notes  from  them?  A.  I  don't  know — 
we  had  the  evidence  of  the  transaction. 

Q.  In  what  form?    A.  It  appeared  in  correspondence. 

Q.  It  appeared  in  later  correspondence?  A.  Why,  I  don't  re- 
call, I  have  not  seen  the  letters  at  all 

Q.  At  the  time  you  advanced  the  money  you  had  no  notes  or 
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otlier  e-vidence  of  debt?     A.  I  don't  recollect  that  there  was  an.y 
notes. 

Q.  You  entered  it  as  a  purchase  at  that  time?    A.  We  entered 

the  carrying  of  the  bonds 

Q.  You  entered  it  as  a  purchase  at  that  time?  A.  "Well,  no;  it 
was  not  at  all  a  purchase. 

Q.  I  know  you  say  it  was  not,  and  I  know  that  the  correspond- 
ence later  ref  eiTed  to  it  as  a  loan,  butwhen  the  bonds  were  taken 
you  entered  it  as  a  purchase?  A.  ISTo,  we  did  not,  Mr.  Hughes. 
I  am  not  evading  any  question;  it  is  exactly  a  parallel  case  with 
many  others  that  have  been  brought  out 

Q.  Without  reference  to  parallel  cases,  what  is  the  fact  in  re- 
gard to  this  matter?    A.  Won't  you  allow  me  to  explain? 

Q.  Certainly.  A.  Where  we  carry  bonds  for  interest  and  they 
go  among  our  other  securities.    None  of  those  are  entered 

Q.  I  thought  it  was  distinctly  testified  that  this  was  entered  as 
a  purchase  yesterday.  Mr.  Mattison  said  it  was  entered  as  a  pur- 
chase and  carried  temporarily,  and  he  did  not  change  it  because 
lie  understood  it  to  be  a  temporary  matter.  Did  you  not  hear  him 
say  it?    A.  I  don't  think  I  heard  him. 

Q.  Were  you  not  sitting  by  him  yesterday?  A.  I  don't  know 
that  I  was;  I  don't  remember  hearing  it.     I  may  have  been. 

Q.  Don't  you  know  that  that  was  true?  A.  If  Mr.  Mattison 
said  he  construet  it  as  a  purchase,  he  so  construed  it. 

Q.  We  are  not  talking  of  his  construction;  I  am  talking  of  the 
entry.  I  understood  from  his  testimony  it  was  entered  as  a  pur- 
chase and  left  so,  because  it  was  understood  to  be  a  temporary 
matter?  A.  It  went  into  the  books  of  which  we  furnished  you  a 
copy,  which  is  a  book  of  purchases  and  sales,  but  you  will  find 
myriads  of  things  in  that  which  are  not  purchases  or  sales.  I  am 
giving  you  every  entry  in  that,  and  explained  it  was  to  make  it 
exactly  correspond  with  every  entry  in  the  books,  so  that  if  we, 
desired  to  compare  it  at  any  point,  it  could  be  added  up. 

Q.  And  it  was  entered  in  the  purchase  books?    A.  Yes. 

Q.  And  handed  to  the  Committee  as  one  of  your  purchases? 
A.  1^0,  to  the  finance  committee. 

Q.  No,  to  this  Committee.  When  we  asked  you  for  a  list  of 
purchases  you  gave  up  this  item  as  one  of  your  purchases  ?  A,  I 
liave  made  this  explanation  before  on  the  stand,  if  you  will  allow 
me,  that  if  that  were,  so  many  things  that  were  neither  purchases 
nor  sales  that  had  been  purposely  put  in  in  order  if  at  any  time 
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yoiir  expert  accountants,  as  we  assumed  you  would  have  them, 
chose  to  draw  their  pencil  line  at  any  point  from  start  to  finish 
and  add  that  up,  they  go  to  our  comptroller's  office,  and  I  hoped 
it  would  prove  to  a  dollar.  I  have  explained  that  many  times  he- 
fore.     I  do  not  want  to  evade  the  question  at  all. 

Q.  I  do  not  see  that  your  answer  changes  it  at  all.  I  was  de- 
sirous, in  view  of  the  fact  that  you  intimated  it  was  not  entered 
11?  a  purchase,  to  have  the  record  corrected  if  it  needed  correction. 
[  understand  now  it  was  entered  as  a  purchase.  A.  It  would  nec- 
essarily show  in  that  book  you  have  there  as  a  list  of  purchases 
and  sales,  in  which  I  have  already  explained  there  are  many 
i  hings  which  are  not  technically  purchases  and  sales,  and  were  put 
there  for  the  purpose,  and  I  think  the  good  purchase  that  has 
been  stated. 

Q.  Mr.  Randolph,  we  had  evidence  last  night  that  some  time  a 
few  years  ago  ISTew  York  City  stock  was  taken  by  you  from  the 
vaults  of  the  New  York  Life  Insurance  Company  and  that  a  check 
of  the  Central  Bank  was  placed  in  the  vault  in  lieu  thereof  or  re- 
ceived in  lieu  thereof?  A.  I  have  only  seen  an  allusion  to  that  in 
the  papers.  I  have  not  seen  the  evidence.  May  I  have  that  read 
from  the  stenographer's  notes? 

Q.  I  vsdll  read  it  to  you.  A.  There  is  a  mistake  somewhere.  I 
wish  to  say  in  advance  that  anything  that  Mr.  Banta  said  was  be- 
lieved by  him  to  be  correct.  I  do  not  want  to  cast  any  questions 
ii    advanc^  upon  the  testimony. 

Q.  At  page  6992  of  the  stenographer's  minutes  and  the  follow- 
ing pages  appears  the  following  testimony  by  Mr.  Banta :  "  A. 
And  yet  as  a  matter  of  fact  I  do  know  that  at  one  time  there  were 
some  of  the  ISTew  York  City  stocks  that  were  taken  from  the  vaults 
and  a  check  of  one  of  the  national  banks  substituted  for  a  few 
days.  Q.  What  national  bank  was  that?  A.  The  Central  Na- 
tional Bank.  Q.  How  much  of  the  City  Stock  was  taken  from 
the  vaults?  A.  I  think  it  was  about  $"700,000.  Q.  When  was 
that?  A.  Half  a  dozen  years  ago;  I  don't  remember  the  date. 
Q.  For  what  amount  was  the  check  substituted?  A.  About  the 
amount  of  the  stock.  Q.  And  what  was  the  purpose  of  that?  A. 
I  do  not  absolutely  know.  Q.  Well,  you  have  an  idea  ?  A.  Well, 
it  was  simply  conjecture,  all  I  know  is  that  at  one  time — the  securi- 
ties were  taken  from  the  vaults — it  was  necessary  for  the  treasurer 
and  myself  to  act  together.  Q.  Who  took  the  securities  from  the 
vault?  A.  Mr.  Randolph.  Q.  On  whose  order?  A.  I  do  not 
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know.  Q.  To  whom  were  they  delivered?  A.  That  I  don't 
know.  They  were  delivered  to  him  that  is,  he  took  them,  and  I 
simply  opened  the  vault  to  take  them  out.  Q.  Were  they  deliv- 
ered to  the  Central  ISTational  Bank?  A.  That  I  don't  know;  T  did 
not  have  any  connection  with  it." 

Q.  Now,  did  you  take  securities  from  the  vaults?  A.  Mr. 
Eanta's  statement  is  correct  as  to  the  facts  except  in  this  particular, 
1hat  I  was  not  treasurer  of  the  company  at  that  time. 

Q.  What  was  you  oiSce  at  that  time?  A.  I  was  then  chairman 
of  the  Executive  Committee. 

Q.  What  did  you  do  with  tho  New  York  City  stock  that  you 
took  from  the  vaults? '  A.  That  I  took  from  the  vaults  ? 

Q.  That  was  taken  from  the  vaults  in  your  presence,  possihle 
with  your  knowledge?  A.  I  remember  the  circumstances  per- 
fectly. 

Q.  Please  state  them.  A.  I  have  refreshed  myself  by  inquiry. 
It  was  on  the  5th  day  of  January,  1900,  and  when  the  transaction 
was  niade,  substantially  as  he  states  it,  the  bonds  were  taken  from 
the  vault  and  in  their  place  was  put  a  cashier's  check,  of  the  Cen- 
tral National  Bank  which  of  course  is  the  same  as  a  certified  checik. 

Q.  On  whose  instructions  did  you  act  if  on  anyone's  ?  A.  That 
I  have  no  recollection  of  at  all. 

Q.  Did  you  act  on  your  own  initiative?  A.  No,  I  probably 
did  not.  Probably  on  the  instruction  of  Mr.  Gibbs — I  do  not  like 
to  put  it  on  a  dead  man,  but  that  is  the  only  inference  I  can  ^raw. 

Q.  To  whom  dir!  you  deliver  the  stocks?  A.  I  don't  know,  I 
suppose  they  were  delivered — the  only  part  it  seems  I  had  in  it 
was  this,  there  are  never  less  than  three  of  us  who  go  into  the 
vaults  at  a  time,  and  the  outer  door  can  only  be  opened,  with  the 
exception  of  myeelf  now,  by  Mr.  Shipman,  my  assistant  treasurer, 
or  Mr.  Kingsley,  who  is  one  of  the  vice-presidents,  and  the  inner 
doors  have  to  be  opened  by  Mr.  Banta,  or  Mr.  Hopper,  the  assist- 
ant cashier,  or  in  an  emergency  by  Mr.  Ballard,  the  secretary. 

Q.  Are  you  speaking  of  the  present  time  ?  A.  I  am  telling  you 
of  the  method  at  the  present  time  and  then  also;  the  only  differ- 
ence then  was  in  the  persons,  because  Mr.  Gibbs  was  alive. 

Q.  Who  were  the  three  who  then  had  access?  A.  Mr.  Gibbs, 
myself,  of  course,  and  the  third  I  think  was,  I  think  still,  Mr. 
Kingsley  at  that  time. 

Q.  Was  it  not  Mr.  Banta?  A.  Mr.  Banta  the  inner  door.  Mr. 
Banta  always  has  had,  jointly  with  two  others,  access  through  thp 


Testimony  of  Edmund  D.  Randolph.  2979 

inner  door.  The  outer  door  that  one  set  of  persons  have — the  inner 
door  that  another  set  of  persons  have.  Then  when  we  get  inside 
there  are  the  inner  compartments,  which  again  require  two  keys 
f  01  the  opening. 

Q.  Did  you  get  the  New  York  City  stock  in  your  possessioii? 
A.  I  don't  know;  how  do  you  mean  in  our  possession? 

Q.  I  am  asking  you  individually,  if  you  got  this  stock  in  your 
possession?    A.  I  have  no  recollection  of  it. 

Q.  Mr.  Banta  says  you  took  this  stock;  did  you?  A.  I  have 
no  recollection  of  it.  If  Mr.  Banta  states  so,  I  suppose  his.  recol- 
lection is  correct,  but  I  have  no  recollection  of  being  the  one  who 
went  to  the  vault  and  got  out  these  securities.  In  fact,  when  T 
was  told  of  the  statement  I  remembered  in  a  general  way  that 
there  had  been  the  transaction,  but  had  to  refresh  my  memory 
of  the  circumstances. 

Q.  How  did  you  refresh  yourself?  A.  By  calling  up  at  the 
office  to  find  out. 

Q.  Who  was  able  to  tell  you  about  it?  A.  Mr.  Shipman  was 
the  one  who  furnished  me  with  the  data. 

Q.  ISTow,  with  you  memory  refreshed,  what  is  your  full  state- 
ment regarding  it  ?  A.  My  full  statement  is,  I  find  that  the  date 
is  on  January  3rd  to  January  9th  of  1900.  I  became  treasurer 
of  the  company  at  the  end  of  1900. 

Q.  Is  your  memory  refreshed  so  that  you  can  state  whether 
you  made  a  delivery  of  these  securities  to  anyone?  A.  I  have 
absolutely  no  recollection  of  the  time — absolutely. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Kandolph,  was  there  more  than  one  instance  of  this 
kind  that  you  remember?     A.  I  think  there  had  been  another. 

Q.  Because  Mr.  Banta  later  in  his  testimony  corrected,  or  at- 
tempted to  correct,  bis  statement  to  about  half  a  dozen  years 
ago  by  saying  that  it  could  not  have  been  that  long  since  —  it 
was  since  you  had  become  treasurer.  A.  Mr.  Gibbs  died  at  the 
end  of  JSTovember,  1900. 

Q.  He  located  the  date  by  *^^he  fact  it  was  since  you  became 
treasurer  ?     A.  He  is  mistaken. 

Q.  And  I  was  wondering  if  he  referred  to  another  transaction? 
A.  No,  the  other  transactions  were  antecedent;  the  loaning  of 
stocks  was  a  former  everyday  thing,  but  I  do  not  think  it  is  a 
'hing  for  trustees  to  do,  excepting  under  very  exceptional  cii'- 
cumstanc's. 
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BY  ME.  HUGHES: 

Q.  Confining  our  attention  for  the  moment  to  this  transac- 
tion in  1900,  do  you  know  what  was  ultimately  done  with  the 
check  of  the  Central  National  Bank  ?  A.  I  am  told  it  was  placed 
in  an  envelope  as  a  substitute  for  the  securities  until  the  securi- 
ties were  returned. 

Q.  Do  you  know  how  long  the  securities  were  out?  A.  From 
the  5  th  of  January  to  the  9th  of  January. 

Q.  What  purpose  did  that  serve?  A.  It  would  be  pure  con- 
jecture to  say. 

Q.  You  must  have  had  some  idea?  A.  I  say  it  would  be  pure 
conjecture.    The  dates  are  significant;  I  cannot  say. 

Q.  Why  are  they  significant  ?  A.  It  is  a  period  —  it  is  well 
known  to  me  the  period  when  adjustments  of  taxation  are  made. 
I  will  say  that  Mr.  Shipman  telephoned  to  me  that  the  result  of 
his  inquiries  was  the  bank  states  they  did  this  for  a  client  of 
theirs;  that  it  was  not  their  own  matter. 

Q.  That  is  what  I  supposed.  Did  you  also  learn  who  their 
clients  were?  A.  They  stated  the  Merchants'  Trust  Company 
to  have  been  one,  or  maybe  the  only  one- — -I  don't  know;  that  is 
the  only  name  that  was  mentioned  to  me. 

Q.  As  a  matter  of  fact  there  is  not  any  doubt  at  all  but  what 
those  securities  were  loaned  to  enable  somebody  to  put  them 
in  as  non-taxable  securities  ?  A.  I  fancy  that  is  your  conjecture 
as  well  as  mine;  it  is  a  mere  matter  of  conjecture  with  me. 

BY  THE  CHAIEMAN: 

Q.  Mr.  Eandolph,  would  you,  as  treasurer  of  the  ISTew  York 
Life  Insurance  Company,  take  out  from  the  vaults  seven  hun- 
dred thousand  dollars  worth  of  securities  and  loan  them  without 
other  authority  than  the  direction  of  some  executive  officer?  A. 
Under  these  circumstances? 

Q.  Under  these  or  any  other?  A.  I  would  not — yes,  I  have 
done  it  under  other  circumstances;  no,  that  was  with  the  entire 
direction— the  other  instance  was  by  direction  of  the  Finance 
Committee  and  done  with  great  alacrity. 

Q.  I  say  any  other  individual  executive  officer?  A.  No.  I 
would  want  more  authority  than  that.  I  do  not  recall  any  case 
where  I  would  do  it. 
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BY  ME.  HUGHES: 

Q.  Mr.  Eandolph,  I  don't  want  to  have  imputed  to  you  any 
responsibility  in  this  matter  which  does  not  rest  with  you  prop- 
erly.    A.  I  assure  you  I  don't  want  to  shirk  any. 

Q.  I  understand  that  perfectly,  and  now,  in  January,  1900, 
you  were  not  treasurer?     A.  I  was  not  treasurer. 

Q.  You  were  not  yourself  responsible  for  the  transaction — ■ 
that  is,  you  did  not  do  it  on  your  own  initiative?  A.  Of  my 
own  initiative,  certainly  not. 

Q.  It  was  not  yoUr  arrangement?  A.  It  would  not  have  been 
in  my  province  to  do  it  on  my  initiative  at  all. 

Q.  Did  anybody  connected  with  the  Central  Bank,  or  any 
client  of  the  Central  Bank  have  any  interview  with  you  or  any 
arrangement  with  you  for  the  procuring  of  those  securities?  A. 
l^one  that  I  have  the  faintest  recollection  of  and  I  am  sure  none. 
I  have  no  doubt  an  arrangement  had  been  made  with  my  prede- 
cessor and  he  certainly  would  not  do  it  with  any  wrong  motive. 

Q.  Well,  now,  as  a  matter  of  fact,  had  not  this  practice  of 
loaning  securities  just  before  the  time  when — just  before  the 
date  of  assessment  for'  personal  taxation,  obtained  in  the  ISTew 
York  Life  Insiirance  Company  for  some  y«ars?  A.  I  think 
there  has  been  an  instance  oi  two  of  it;  I  don't  think  it  was  a 
frequent  practice  at  all. 

Q.  And  when  was  the  instance  or  two  ?  A.  That  I  cannot 
say. 

Q.  Some  years  prior  to  this?  A.  Oh,  yes,  some  years  prior  to 
this. 

Q.  With  the  Central  Bank?  A.  I  don't  know  whether  it  was 
with  the  Central  Bank. 

Q.  With  any  other  bank?  A.  I  don't  know — even  that  I  can- 
not state  without  investigation.  I  said  I  did  not  see  the  tes- 
timony. I  saw  by  the  newspaper  he  was  kind  enough  to  say  the 
thing  had  been  repugnant  to  me  or  something  of  that  kind  and 
as  long  as  he  said  that  I  would  have  to  support  him  in  it. 

Q.  It  was  repugnant  to  you,  wasn't  it?  A.  I  think  the  loan- 
ing of  securities  for  the  purpose  was  rather  repugnant,  if  that 
as  the  purpose. 

Q.  It  enabled  someone  to  escape  taxation  upon  the  o\vnership 

f  securities  which  really  belonged  to  the  ISTew  York  life?    That 

i ',  the  plain  English  of  it.    A.  That  is  their  end  of  the  transaction. 
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Mr.  Hughes.  I  have  done  a  deal  of  giiessing — more  perhaps 
than  I  ought  to  do  in  testimony. 

Q.  And  it  was  a  matter  that  you  did  not  approve  of  and  w'n  n 
it  came  to  the  point  of  youj*  being  treasurer  you  refused  to  con- 
tinue it?     A.  Mr.  Banta  has  quoted  me  to  that  effect. 

Q.  T  am  giving  you  an  opportunity  to  establish  your  position 
in  the  matter.  A.  I  would  not  do  it  to-day — no,  if  that  is  what 
you  want. 

Q.  I  thought  you  ought  to  have  an  opportunity  of  saying  it. 
A.  Much  obliged  to  you.  I  think  I  ought  to  in  fairness  to  the 
Committee  and  myself,  as  long  as  I  have  qualified  my  denial 
about  another  circumstance,  to  s-tete  that  there  is.  one  other  case 
where  we  have  loaned  bonds  and  one  where  I  think  the  Finance 
Committee  were  entirely  right  as  a  matter  of  good  business 
and  good  citizenship. 

Q.  This  was  not  for  taxation  purposes?  A.  Not  for  taxa- 
tion. 

Q.  Let  us  ''■onfine  ourselves  to  this  matter  for  a  moment.  A. 
I  have  alluded  to  it  and  I  think  you  might  allow  me  to  get  it  on 
the  record.  It  was  simply  this  that  when  in  a  season  you  all 
remember  a  great  financial  stress  here,  the  Secretary  of  the  Treas- 
ury, Mr.  Shaw,  resorted  to  the  rather  unusual  extreme  of  agree- 
ing to  accept  other  classes  of  bonds  than  Government  bonds, 
which  had  never  been  done  before,  as  the  basis  of  deposits  of 
Government  funds  in  the  ISTational  Banks,  but  he  required  a 
very  high  grade  of  securities,  a  grade  of  securities  which  the 
banks  themselves  did  not  hold,  securities  that  yield  very  low 
interest,  and  we,  in  common  with  almost  every  institution  that 
held  securities  of  that  kind,  were  appealed  to  as  a  matter  of 
assisting  the  business  situation  and  relieving  the  financial  strain, 
to  lend  those  bonds  for  that  purpose,  and  we  then  did  lodge  with 
the  United  States  Government  and  transferred  to  them  as  trustees 
for  the  First  ITational  Bank  some  State  of  Massachusetts  bonds, 
New  York  City  bonds,  and  bonds  of  that  class — in; fact  those 
were  the  two  issues  we  did  lodge,  and  against  which  they  received 
Government  deposits,  they  giving  us 

Q.  Who  were  "they"?  A.  The  First  National  Bank;  they 
gave  us  the  very  large  amount  of  other  bonds  as  security,  with 
a  large  margin  in  addition. 

Q.  What  did  the  New  York  Life  get  for  that  ?  A.  They  paid 
as  one  and  a  half  per  cent.     We  received  our  interest  direct  from 
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the  State  of  Massachusetts  and  the  City  of  New  York,  our  three 
per  cent,  and  three  and  a  half  per  cent,  as  the  case  might  be ; 
we  added  one  and  a  half  per  cent — it  was  good  business — to  the 
Massachusetts  bonds;  that  paid  us  four  and  a  half.  By  that 
means  our  three  and  three  and  a  halfs  were  making  three  and  a 
half  and  four  and  a  half,  and  the  tl"  ree  and  a  halfs  would  be  fives. 

Q.  That  was  a  business  transaction  ?  A.  That  was  a  business 
transaction  and  I  think  a  commendable  one,  and  that  was  the 
loan  of  securities,  but  it  was  lodged  with  the  Grovernment  under 
those  circumstances. 

Q.  You  were  dealing  there  with  the  loan  of  securities  for  con- 
sideration and  a  proper  purpose  ?  A.  We  received  for  that,  if  I 
may  finish  it,  over  sixty  thousand  dollars  in  the  additional  in- 
terest that  we  reaped  from  those  investments.  I  might  say,  as 
Mr.  Perkins  said  yesterday,^  that  I  paid  my  salary  for  a  couple 
of  years,  by  tbris  transaction,  and  I  do  not  think  anyone  could 
criticise  that ;  and  I  wanted  to — I  had  not  intended  to  refer  to  it, 
or  anything  else,  as  I  am  not  questioned,  but  when  asked  whether 
there  was  any  other  I  said  there  was  one  other,  and  this  is  the 
explanation  I  desire  to  make  about  it. 

Q.  You  have  spoken  of  a  loan  in  business,  in  a  business  trans- 
action, for  a  consideration  for  a  proper  purpose,  as  you  put  it. 
I  am  asking  you  about  the  loans  of  non-taxable  securities  in  the 
manner  that  you  have  described.  A.  Yes;  I  understood  your 
discrimination. 

Q.  ISTow,  in  regard  to  that  class  of  transactions,  did  the  ISTew 
York  Life  get  any  compensation  for  the  loan  of  its  securities? 
A.  I  cannot  find  in  that  case  that  we  got  any  compensation.  I 
think  the  proper  way  would  have  been  for  us  to  have  used  the 
check;  that  is  the  ordinary  method  of  loaning  securities.  It  is 
done  in  Wall  Street  every  day  to  a  large  amount 

Q.  What  is  the  proper  method  ?  A.  Just  like  up  to  a  certain 
point  as  this  was  done.  They  give  the  money  value  of  the  securi- 
ties and  you  use  the  money,  and  make  whatever  interest  you  can, 
or,  in  default  of  that,  as  I  remember  it,  the  First  National  Bank 
gave  us  the  option  of  taking  the  money  or  taking  the  securities, 
and  we  elected  to  take  the  securities  and  for  them  to  pay  us  this 
additional  rate  of  interest 

Q.  What  book  entry  was  made  of  the  New  York  City  stock  on 
January  5,  1900,  and  the  receipt  of  the  check?  A.  Our  books 
show  at  every  stage  the  seucurities  which  they  lodged  and  the 
securities  which  we  gave  to  them. 
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Q,  Y"ou  mean  in  tte  vault  recoi\i?  A.  In  tlie  vault  record, 
i.nd  I  tliink  in  the  loan  book,  and  in  correspondence,  in  tie  copies 
in  the  letter  books. 

BY  THE  OHAIKMAN: 

Mr.  Eandolph  has  confused  tbe  circumstances.  You  are  in- 
quiring about  the  seven  hundred  thousand  dollars. 

THE  WITNESS :    Oh,  I  beg  your  pardon. 

ME.  HUGHES:  I  am  talking  entirely  of  this  matter  of  the 
loan  of  the  bonds  for  the  purpose  you  have  stated  for  a  considera- 
tion you— you  have  fully  described  it,  haven't  you?    A.  Yes. 

Q.  That  is  a  matter  of  reg'ard  to  which  I  have  no  questions 
whatever.  I  am  asking  you,  and  I  would  like  to  have  you  con- 
fine your  attention  just  to  this  matter  of  the  loan  of  the  City 
etock.  Was  any  entry  made  in  any  books  of  tbis  transaction? 
A.  I  don't  think  any  entry  was  made  of  that  presumably,  ex- 
cepting on  the  card  which  is  on  the  back  of  the  vault  package. 
That  again  is  surmise;  I  think  that  was  so  though, 

Q.  So  that  it  did  not  appear  from  the  ISTew  York  Life's  books 
that  they  had  either  sold  or  loaned  those  bonds  or  received  any 
money  from  them — I  am  referring  now  to  the  !N"6W  York  City 
stack?  A.  In  the  very  casual  looking  that  I  have  been  able  to  do 
myself  I  have  not  been  a61e  to  discover  it.  I  cannot  state  as  an 
actual  fact. 

Q.  Erom  your  knowledge  of  the  nature  of  the  transaction  you 
would  not  suppose  there  would  be?  A.  I  had  but  a  short  time 
this  morning 

Q.  If  you  find  any  entries  I  should  be  glad  to  have  them.    A. 

I  certainly  shall  give  it  to  you  if  I  find  any  record  of  it;  I  would 
be  A-ery  anxious  to  give  it  to  you. 

Q.  Mr.  Banta  went  on  to  say  at  another  point  in  his.  testimony, 
page  of  the  etenogi'apher's  minutes  6996:  "  Q.  When  was  this 
transaction  that  you  refer  to  as  definitely  as  you  can  state  it  ?  A. 
Well,  I  would  not  like  to  undertake  to  give  it.  I  should  say  it 
was  half  a  dozen  years  ago — oh,  it  was  since  Mr.  Randolph  came 
in  and  he  became  treasurer  in  ISTovember,  1900,  I  think  it  was. 
So  I  infer  it  was  about  January,  1901,  possibly  1902."  A.  He 
is  just  one  year  out — one  year  wrong  in  his  memory. 

Q.     This  has  not  been  done  since  you  became  treasurer?     A- 

I I  has  not  been  done  since  I  became  treasurer. 
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Q.  Was  it  not  proposed  to  you  it  stouH  be  done  and  did  not 
70U  refuse  to  permit  it  to  be  done?  A.  I  would  not  like  to  say 
tbat,  Mr.  Hugbes.    I  bave  an  impression,  but  not  a  recollection. 

BY  THE  OHAIKMAN: 

Q.  Irrespective  of  wbat  you  would  like  to  say,  can  you  state 
wbetber  tbat  was  tbe  fact  or  not?  A.  Tbat  I  was  or  was  .not 
asked. 

Q.  Yes.  A.  I  do  not  think  I  can  definitely  on  a  matter  of 
tt*timony.  As  I  say,  I  bave  a  matter  of  impression,  not  recol- 
lection. 

Q.  Are  you  stating  a  matter  of  inclination  or  disinclination? 
A.  Ob,  no,  not  at  all.    I  am  here  to  state  the  facts. 

Q.  When  you  say  you  would  rather  not  say  that  I  wondered 
whether  it  was  a  matter  of  disinclination  or  failure  of  recollection? 
A.  ]^ot  at  all  disinclination.  I  am  desirous  of  stating  tbe  facts 
fully  as  far  as  I  am  justified  by  my  memory. 

BY  ME.  HUGHES: 

Q.  Who  was  president  of  tbe  Central  !N"ational  Bank  at  the 
time  of  this  transaction  ?  A.  I  forget.  That  must  have  been 
Mr.  Langdon.  I  was  wondering  whether  it  was  after  Mayor 
Strong  bad  retired,  but  it  was,  of  course;  time  flies  so.  Mr.  Ed- 
win Langdon,  not  Mr.  Woodbury  Langdon,  who  was  one  of  our 
board  —  no  relation  of  bis  at  all. 

Q.  Mr.  Edwin  Langdon?  A.  Mr.  Edwin  Langdon  was  then 
president  of  tbe  bank. 

Q.  Were  any  officers  or  directors  of  the  New  York  Life  inter- 
ested in  the  Merchants  Trust  Company?  A.  Oh,  I  think  some 
of  them  were  stockholders.  I  was  not.  I  cannot  state  as  a  fact, 
but  I  think  that  some  of  them  were. 

Q.  Who  were  ?  A.  Well,  I  would  rather  furnish  you  a  list  of 
them,  because  tbat  would  be  pure  guesswork. 

Q.  Certainly.  I  don't  want  your  conjecture.  A.  I  think  they 
were,  but  I  would  have  to  inquire  to  be  sure  of  it,  but  you  shall 
bave  a  list  of  it. 

Q.  If  you  will  give  me  any  statement  tbat  was  on  the  books 
of  tbe  l^ew  York  Life  regarding  this  transaction  in  New  York 
City  Stock  and  a  statement  with  regard  to  the  Merchants  Trust 
Company,  if  you  can  do  the  latter,  as  to  wbat  officers  or  directors 
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of  the  Wew  York  Life  were  interested  in  that,  I  should  be  very 
glad  to  have  you.     A.  Yes. 

WILLIAM  S.  FAlSrSHAWE,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  You  reside  in  the  City  of  'Sew  York  ?     A.  Yes. 

Q.  And  what  is  your  occupation?  A.  My  occupation  is  that 
of  dealer  in  investment  securities. 

Q.  How  long  have  you  been  such  a  dealer  ?  A.  Oh,  for  a  great 
many  years. 

Q.  How  many  years  ?  A.  About  forty  years,  I  should  think, 
off  and  on. 

Q.  Have  you  been  an  independent  dealer  for  many  years  ?  A. 
Yes. 

Q.  For  how  many  ?  A.  What  do  you  mean  by  an  independent 
dealer  —  alone  in  business  ? 

Q.  In  business  on  your  own  account  ?     A.  Oh,  yes. 

Q.  For  how  long?    A.  Twenty  years. 

Q.  Did  you  have  an  arrangement  with  the  New  York  Life 
Insurance  Company  for  the  taking  over  of  New  Oaleans  Eailway 
securities?     A.  New  Orleans  Traction  securities? 

Q.  New  Orleans  Traction  securities?  A.  I  bought  from  the 
New  York  Life  Insurance  Company  some  of  those  securities. 

Q.  At  the  end  of  1904?     A.  Yes,  sir. 

Q.  To  what  amount  in  par  value  ?  A.  I  think  it  was  a  million 
dollars. 

Q.  Wasn't  it  $1,250,000  ?  A.  I  can  tell  you  in  one  moment 
(examining  memorandum).     Yes,  I  think  it  was. 

Q.  What  did  you  pay  for  those  securities  ?     A.  75. 

Q.  $937,500?     A.  $937,500. 

Q.  How  did  you  make  the  payment  ?     A.  By  check. 

Q.  Your  check  ?     A.  Yes,  sir. 

Q.  With  whom  did  you  make  the  arrangement  of  purchase? 
A.  With  Mr.  George  W.  Perkins. 

Q.  What  was  the  arrangement  ?    A.  The  arrangement  was  that 
I  should  buy  these  bonds  at  75,  which  was  the  price  at  the  time 
and  that  I  should  return  to  the  New  York  Life  all  of  the  profits 
that  I  made  on  them  and  they  were  to  pay  me  five  per  cent,  of 
the  net  profits  for  attending  to  the  transaction. 
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Q.  They  were  to  pay  you  five  per  cent,  for  what  ?  A.  For  dis- 
posing of  them  —  selling  them. 

Q.  For  taking  the  bonds  and  selling  them?  A.  Yes,  sir,  for 
selling. 

Q.  And  retaining  the  bonds  in  your  name  and  selling  them  in 
your  name  ?      A.    Yes,  sir. 

Q.  And  they  were  to  have  95  per  cent,  of  the  profits?  A. 
Yes,  sir. 

Q.  Were  the  bonds  delivered  to  you  on  December  31,  1904? 
A.  The  bonds  were  delivered  to  the  New  York  Security  &  Trust 
Company  for  my  account  and  I  paid  the  New  York  Security  & 
Trust  Company  for  them  early  in  January. 

Q.  Were  they  then  delivered  to  the  New  York  Security  &  Trust 
Company,  December  31,  1904?  A.  I  don't  think  on  the  31st; 
I  think  prior  to  that. 

Q.  I  find  in  the  sales  sheet  of  the  New  York  Life  Insurance 
Company  an  entry  of  the  sale  on  December  31st.  A.  Well,  I 
was  not  exactly  sure  about  the  date,  but  I  know  it  was  prior  to 
the  1st  of  January. 

Q.  Was  it  arranged  with  Mr.  Perkins  that  you  should  deliver 
those  bonds  to  the  New  York  Security  &  Trust  Company  ?  A.  I 
did  not  deliver  them  to  the  Security  &  Trust  Company. 

Q.  Was  it  arranged  with  Mr.  Perkins  that  the  bonds  should  be 
delivered  to  the  New  York  Security  &  Trust  Company?  A. 
Yes,  sir. 

Q.  Did  the  New  York  Security  &  Trust  Company  supply  you 
any  money  or  any  part  of  the  money  for  the  purchase  price? 
A.   They  did  not. 

Q.  Did  not  you  obtain  $750,000  from  the  New  York  Security 
&  Trust  Company  ?     A.    Over  the  1st  of  January. 

Q.  Yes.  A.  Yes ;  they  carried  the  bonds  for  me  over  the  1st 
of  January. 

Q.  How  much  did  you  get  from  the  New  York  Security  & 
Trust  Company  at  the  time  the  bonds  were  delivered  to  them 
or  about  that  time  ?     A.   $750,000. 

Q.  Did  you  have  any  interview  with  anyone  connected  with 
the  New  York  Security  &  Trust  Company  for  the  purpose  of 
getting  that  money  ?     A.   No,  sir. 

Q.  It  was  all  arranged  by  Mr.  Perkins?      A.    Yes. 

Q.  Mr.  Perkins  told  you  that  the  bonds  would  be  delivered 
to  the  trust  company  and  you  would  get  $750,000  from  the  trust 
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company?  A.  No;  Mr.  Perkins  sold  me  the  bonds  at  that  price 
and  said  the  New  York  Security  &  Trust  Company  would  deliver 
them,  which  they  did. 

Q.  Did  not  Mr.  Perkins  inform  you  that  the  New  York  Secu- 
rity &  Trust  Comppziy  would  give  you  $750,000?  A.  No;  I 
never  got  any  money  from  the  New  York  Security  &  Trust  Com- 
pany. When  I  first  got  the  bonds  they  were  delivered  to  me  by 
the  Trust  Company. 

Q.  That  was  in  January?      A.    Yes. 

Q.  In  order  that  we  might  have  the  transaction  perfectly  clear 
I  would  like  first  to  find  out  what  happened  in  December  ?  A.  I 
bought  the  bonds  from  Mr.  Perkins  at  75  and  the  Trust  Company 
carried  them  for  my  account  until  the  10th  of  January  I  think 
it  was  when  I  paid  for  them. 

Q.  Now  if  you  will  confine  yourself  to  what  took  place  in 
December.  Did  you  in  December  give  a  check  to  the  New  York 
Life  for  $937,500  ?     A.   I  did  not,  no, 

Q.  You  did  not?     A,  No. 

Q.  Did  you  give  any  check  in  December  for  any  amount  to 
the  New  York  Life  Insurance  Company  ?     A.    No,  sir,' 

Q.  Then  you  did  not  in  December  make  any  payment  for  the 
bonds  ?     A.   I  did  not. 

Q.  You  did  not  make  any  payment  for  the  bonds  until  you 
received  them  in  January  from  the  New  York  Security  &  Trust 
Company  ?     A.   I  did  not. 

Q.  You  had  nothing  to  do  with  the  obtaining  of  $750,000  from 
the  New  York  Security  &  Trust  Company  ?     A.   No. 

Q.  You  had  nothing  to  do  with  the  obtaining  from  Nylic  of 
an  amount  in  cash  and  certain  securities  making  up  the  sum  of 
$187,500,  which  with  the  $750,000  made  the  total  of  $937,500  ? 
A.  No,  sir,  that  purchase  of  the  250  bonds  amounting  to  $187,500 
was  made  by  me  for  Mr.  George  "W.  Perkins  as  trustee. 

Q.  On  what  date?     A.  I  don't  remember. 

Q.  Wasn't  that  in  January?  A.  I  paid  him  for  the  bonds  on 
the  10th  of  January. 

Q.  You  didn't  buy  any  bonds  from  George  W.  Perkins  as 
trustee  in  December,  1904?  A.  I  bought  a  million  and  a  quar- 
ter of  the  bonds  from  Mr.  Perkins  in  December— I  did  not  know 
exactly  from  whom  the  bonds  were  coming;  then  one  million  I 
think  on  the  5th  of  January.  When  delivered,  I  understood  they 
were  New  York  Life  bonds  and  the  250  came  from  him  as  trustee. 
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Q.  When  you  say  you  bought  $1,250,000  of  the  ISTew  Orleans 
Traction  bonds  in  December  you  meant  you  entered  into  an 
agreement  with  Mr.  Perkins  by  which  you  were  to  take  those 
bonds  at  75,  sell  them,  and  give  the  New  York  Life  95  per  cent, 
of  the  profits,  retaining  five  per  cent,  for  your  services  in  the  mat- 
ter?    A.  Correct;  yes. 

Q.  Was  any  paper  exchanged  between  you — showing  a  memo- 
randum of  the  transaction,     A.  Yes,  sir. 

Q.  Have  you  a  copy  of  it  here?  A.  I  wrote  a  letter  to  the 
New  York  Life  regarding  the  matter  and  had  a  reply  from  them. 

Q.  Have  you  any  letters  or  copies  here?  A.  I  have  not  got 
the  letter.     I  can  very  easily  get  it. 

Q.  Was  that  in  December?     A.  No,  it  was  in  January. 

Q.  Now  in  December  when  you  made  this  arrangement  with 
Mr.  Perkins  had  you  any  memorandum  at  all  as  to  the  nature 
of  the  transaction?  A.  No,  I  did  not  know  then  from  whom 
I  would  get  the  bonds.  I  very  frequently  make  transactions  of 
that  character  and  the  name  of  the  principal  is  not  given  to  me 
until  some  time  after. 

Q.  Then  when  you  had  this  arrangement  with  Mr.  Perkins  in 
December  that  you  should  take  $1,250,000  of  these  bonds  and 
dispose  of  them,  you  did  not  know  who  Mr.  Perkins  represented  ? 
A.  No,  sir,  not  until  January. 

Q.  And  you  did  not  know  he  was  to  get  the  95  per  cent,  of 
the  profits  ?     A.  No. 

Q.  And  in  December  you  had  nothing  to  do  with  any  proceed- 
ings by  which  the  New  York  Security  &  Trust  Company  put  up 
$750,000  against  a  million  of  the  bonds  and  the  Nylic  fund  put 
up  $187,500  against  the  remaining  $250,000  of  the  bonds?  A. 
I.  had  nothing  to  do  with  the  negotiations  of  making  these  loans. 
I  was  told  that  the  bonds  would  not  be  delivered  to  me — I  did 
not  want  to  pay  for  them  until  after  the  1st  of  January,  and  he 
said  he  would  arrange  to  have  them  carried  for  me. 

Q.  And  that  arrangement  of  having  any  part  carried  by  the 
New  York  Security  &  Trust  Company  or  a  part  carried  by  Nylic 
you  had  nothing  to  do  with  ?     A.  No,  sir. 

Q.  How  long  was  it  before  you  took  up  the  bonds  ?  A.  I  think 
it  was  in  June.  The  June  following  the  January  that  I  paid  for 
them. 

Q.  When  I  say  you  took  up  the  bonds,  I  am  referring  to  the 
time  when  you  took  a  delivery  of  the  bonds  and  paid  for  them. 
A.  You  mean  in  the  first  instance  ? 


2990  Legislative  Insurance  Investigation. 

Q.  Yes.     A.  The  5th  of  January. 

Q.  So  the  matter  was  pending  only  a  few  days  between  the  timo 
of  the  original  arrangement  and  the  time  when  you  took  a  deliv- 
ery?    A.  Yes. 

Q.  Was  there  any  change  in  the  market  conditions  or  value  of 
the  securities  during  that  period  ?     A.  No,  sir. 

Q.  Where  did  you  obtain  the  money  to  pay  for  the  bonds 
when  you  took  them  up?  A.  I  gave  my  check  for  the  bonds, 
and  after  I  got  them  I  borrowed  the  money  from  the  New 
York  Life  on  them. 

Q.  You  borrowed  the  entire  amount  of  the  $937,500?  A. 
Yes,  sir. 

Q.  From  whom  did  you  receive  a  delivery  of  the  bonds?  A. 
Why,  from  the  New  York  Life — no,  no,  from  the  New  York 
Security  &  Trust  Company. 

Q.  Of  the  entire  $1,250,000  ?    A.  No,  sir,  $750,000. 

Q.  You  mean A.  For  the  $750,000. 

Q.  You  mean  a  million  dollars  bonds?  A.  A  million  dollars 
bonds  amounting  to  $750,000. 

Q.  You  got  a  delivery  of  the  others  from  whom  ?  A.  George 
W.  Perkins,  trustee. 

Q.  To  whom  did  you  make  your  check  for  $937,500?  A.  I 
gave  two  checks — one  to  the  New  York  Security  &  Trust  Com- 
pany for  $750,000,  and  one  to  George  W.  Perkins,  trustee,  for 
$187,500. 

Q.  So  you  did  not  pay  the  New  York  Life  directly  at  all? 
A.  No,  sir. 

Q.  What  day  did  you  give  the  two  checks  ?    A.  January  5th. 

Q.  And  what  day  did  you  get  the  loan  from  the  New  York 
Life  of  $937,500?    A.  The  same  date., 

Q.  And  these  bonds,  $1,250,000,  were  the  sole  collateral  for 
that  loan  ?    A.   Yes,  sir,  except  my  personal  obligation. 

Q.  I  was  speaking  of  the  collateral.     A.  That  was  all. 

Q.  When  was  the  transaction  closed?  A.  I  have  not  got  a 
record  of  it.  I  think  it  was  in  June.  I  sold  the  securities  and 
took  up  the  loan  and  gave  them  a  check  for  the  difference. 

Q.  Took  up  the  loan  and  gave  them  a  check  for  the  entire 
difference  of  95  per  cent  of  it?  A.  I  gave  them  a  check  for  95 
per  cent,  of  it. 

Q.  I  see  that  in  October,  1904,  you  sold — ^I  am  referring  to 
the  statement  of  purchases  and  sales  fiirnished  by  the  New  York 
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Life  to  tlie  New  York  Life  Insurance  Company,  Baltimore  & 
Ohio,  Pittsburg  &  West  Virginia  securities.  Are  those  securities 
which  you  have  acquired  from  J.  P.  Morgan  &  Company?  A. 
!N"o,  sir. 

Q.  In  your  dealings  with  the  New  York  Life  Insurance  Com- 
pany have  you  acquired  securities  from  J.  P.  Morgan  &  Company, 
and  resold  them  to  the  New  York  Life  ?  A.  I  have  acquired  from 
all  the  banking  houses,  and  from  all  the  dealers,  and  from  the 
Street  in  general.  I  don't  think — a  very  small  portion  of  the 
securities  I  sold  to  the  New  York  Life  ever  came  from  J.  P. 
Morgan  &  Company. 

Q.  A  very  small  portion?    A.  A  very  small  portion. 

Q.  Have  you  ever  purchased  from  J.  P.  Morgan  &  Company, 
securities,  and  resold  them  to  the  New  York  Life,  at  an  advance 
of  an  eighth  ?  A.  That  is  my  business ;  I  presume  I  have.  That 
is  what  I  do  with  everybody. 

Q.  Now,  take  the  securities  purchased  by  the  New  York  Life 
from  you  in  1904,  which  are  of  that  description?  Perhaps  this 
list  of  purchases  furnished  by  the  New  York  Life  would  assist 
you  ?    A.  Well,  those  are  not  mine. 

Q.  Your  name  is  mentioned  here,  I  suppose,  wherever  your 
transactions  occur?    A.  Yes. 

Q.  And  purchases  are  on  the  left  hand  side.     If  you  will  run 

right  dovm  and  identify  those A.  Baltimore  &  Ohio  fours 

are  the  first. 

Q.  And  if  you  will  give  the  date  and  amount.  A.  April  15th, 
1900,  $35,000,  those  I  did  not  purchase  from  J.  P.  Morgan  & 
Company. 

Q.  If  you  will  give  those  that  you  did,  without  referring  to 
those  that  you  did  not,  we  will  get  what  we  want  on  the  record 
perhaps  in  better  shape.  The  sales  are  on  the  other  side,  and 
then  it  continues  on  the  next  sheet.  A.  There  is  not  anything  on 
that  list  that  I  ever  bought  from  J.  P.  Morgan  &  Company,  except 
a  million  dollars  Erie  Convertible  fours. 

Q.  And  that  Erie  Convertible  fours  is  under  what  date?  A. 
November  14th. 

Q.  Did  you  in  makiilg  purchases  of  securities  which  were  sold 
to  the  New  York  Life  by  you  act  on  the  order  of  the  New  York 
Life,  that  is,  did  they  give  you  an  order  for  the  securities  ?  A. 
No,  sir. 

Q.  Did  you  buy  the  securities  which  you  sold  to  the  New  York 
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Life  independently  of  any  transaction  with  the  New  York  Life  ? 
A.  Yes,  sir. 

Q.  "Without  any  knowledge  that  yon  conld  resell  them  to  the 
New  York  Life  ?    A.  Yes. 

Q.  Or  any  order  of  any  kind  from  the  New  York  Life  ?  A.  I 
never  had  any  order. 

Q.  In  your  answer  with  regard  to  the  year  1904,  have  you 
included  the  transactions  of  Harvey  Eiske  &  Son?  A.  No,  sir, 
I  did  not  become  a  member  of  that  firm  until  April  of  this  year. 

Q.  Oh,  until  April,  1905  ?    A.  Yes. 

Q.  You  have  been  connected  with  the  New  York  Life  in 
sundry  joint  accounts  ?    A.  Yes. 

Q.  I  notice  here  a  joint  account  transaction,  Exhibit  No.  115. 
Long  Island  Eailroad  Company  Eefunding  fours.     A.  Yes. 

Q.  The  evidence  is  that  this  account  was  formed  for  the  pur- 
pose of  purchase  jointly  of  three  million  forty-five  thousand  five 
hundred  dollars,  Long  Island  Eailroad  fours  at  99  less  one  per 
cent.,  and  the  account  was  closed  with  net  profit  to  the  New  York 
Life  Insurance  of  $8,182.50.     A.  Yes. 

Q.  It  appears  also  by  the  statement  that  your  profits  were 
$22,500.     Is  that  correct  ?    A.  That  is  correct,  yes,  sir. 

Q.  Did  you  make  any  division  of  those  profits,  or  pay  any 
money  on  account  thereof,  or  in  connection  with  that  matter  to 
anyone  connected  with  the  New  York  Life  ?    A.  No,  sir. 

Q.  Did  you  ever  make  any  payments  out  of  or  equivalent  to- 
any  profits  which  you  made  in  any  joint  account  with  the  New 
York  Life  to  any  one  connected  with  the  New  York  Life?  A. 
Never  in  my  life. 

Q.  Those  profits  were  exclusively  your  individual  profits? 
A.  Absolutely. 

Q.  What  was  the  reason  for  the  New  York  Life's  going  into  a 
joint  account  with  you  on  this  Long  Island  Eailroad  matter? 
A.  The  reason  was  that  we  bought  three  million  forty-five  thou- 
sand dollars  bonds  at  a  much  lower  price  than  anybody  could 
have  bought  a  million  dollars  worth.  We  cleaned  out  the  bonds 
that  the  syndicate  had  on  hand.  One  million  five  hundred  and 
seventy-two  thousand  dollars  of  those  bonds  belonged  to  the 
New  York  Life,  and  the  balance  to  me.  The  New  York  Life 
carried  the  bonds  for  the  interest,  the  four  per  cent,  on  them. 

Q.^  Did  the  New  York  Life  hold  the  bonds  ?  A.  Yes,  sir,  in 
this  instance  they  did. 
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Q.  Was  tliat  a  part  of  your  arrangement?  A.  It  was  under- 
stood that  they  should  carry  the  bonds  as  long  as  they  wanted  to 
with  the  privilege  at  any  time  they  wished  to  call  upon  me  to 
take  up  my  portion.     The  reason 

Q.  Do  you  know  any  reason  why  the  ITew  York  Life  if  it  was 
willing  to  advance  the  money  to  carry  these  bonds  should  not 
have  bought  the  bonds  outright  and  employed  you,  or  someone 
else,  as  a  broker  to  sell  them?  A.  Yes,  because  by  going  in  on 
joint  account  with  me  they  had  the  benefit  of  my  experience  both 
in  buying  the  bonds  and  marketing  them;  they  never  paid  me 
anything  for  that.     They  got  one-half  of  the  net  profits. 

Q.  What  is  your  usual  commission  for  entering  into  a  transac- 
tion when  you  give  the  people  the  benefit  of  your  skill  as  a  broker 
as  buying  or  selling  on  their  account  ?    A.  It  varies. 

Q.  In  an  ordinary  case  of  a  first-class  bill  is  it  an  eighth  ?  A. 
That  is  the  law  of  the  New  York  Stock  Exchange.  I  do  not  do 
business  for  an  eighth  except  in  isolated  cases. 

Q.  Who  suggested  this  Long  Island  joint  account?     A.  I  did. 

Q.  To  whom  did  you  suggest  it?  A.  I  think  it  was  to  Ifr. 
Perkins  or  to  Mr.  Randolph.  I  don't  remember  which.  I  alwayj 
dealt  with  both  of  them  on  equal  terms. 

Q.  With  whom  did  you  complete  the  arrangement  for  pur- 
chases and  sales  on  joint  account?    A.  With  whom  did  I  what? 

Q.  With  whom  did  you  complete  the  arrangements,  with  whom 
did  you  make  the  agreement  or  arrangement?  A.  When  I  had 
an  opportunity  of  selling  bonds  at  a  good  profit  I  would  go  and 
ask  them  if  the  price  would  be  satisfactory  to  sell  them,  and  if 
they  said  it  was  I  would  go  ahead  and  sell  them 

Q.  With  whom  did  you  deal?    A.  With  Mr.  Eandolph. 

Q.  Did  you  deal  more  frequently  with  Mr.  Randolph  than  with 
Mr.  Perkins?  A.  All  my  transactions  have  always  been  closed 
with  Mr.  Randolph  in  the  ofiice  of  the  company. 

Q.  With  whom  have  your  arrangements  been  made  at  the  start 
of  a  new  enterprise?  A.  It  has  always  been  in  the  shape  of  a  let- 
ter written,  addressed  to  the  treasurer  of  the  ISTew  York  Life  In- 
surance Company,  which  came  up  on  the  Mondays  and  Thursdays 
when  they  had  their  finance  committee  meeting,  and  after  the 
meeting  was  adjourned  Mr.  Randolph  would  send  for  me  and  tell 
me  they  do  so  and  so  or  would  not. 

Q.  Have  you  ever  been  connected  with  J.  P.  Morgan  &  Com- 
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pany?  A.  I  was  once  witli  Drexel,  Morgan  &  Company  before 
it  became  J.  P.  Morgan  &  Company. 

Q.  In  what  capacity?    A.  Manager  of  the  bond  department. 

Q.  And  that  was  until  what  time?  A.  That  was  a  great  many 
years  ago;  it  was  before  Mr.  Drexel's  death. 

Q.  To  whom  did  you  sell  the  ISTew  Orleans  Traction  securities? 
A..  I  sold  them  to  a  party  of  gentlemen  who  were  interested  in  the 
reorganization  of  the  ISTew  Orleans  Traction  Company.  I  sold  the 
product;  I  did  not  sell  these  bonds  as  I  bought  them;  they  were 
unsalable.  The  only  way  I  could  get  rid  of  them  at  a  satisfactory 
price  was  to  dispose  of  the  prodiict  when  it  was  issued;  that  is  to 
say  the  new  bonds  and  new  securities  which  were  issued  in  place 
of  these. 

Q.  So  you  put  these  under  the  reorganization  ?    A.  Yes,  sir. 

Q.  Or  were  they  already  under  the  reorganization  agreement? 
A.  No,  sir;  they  were  not. 

Q.  You  put  them  in  the  reorganization  agreement  ajid  sold  the 
new  securities?    A.  Yes. 

Q.  And  it  was  that  sale  which  you  referred  to  as  having  taken 
place  in  June?    A.  Yes,  sir. 

Q.  Otto  T.  Bannard  and  associates. 

Q.  "Was  anyone  connected  with  the  ISTew  York  Life  interested 
in  that  organization?    A.  No,  sir;  not  to  my  knowledge. 

Q..  Were  any  officers  of  the  ISTew  York  Life  associates  with  Mr. 
Bannard  in  the  purchase?    A.  No,  sir,  not  to  my  knowledge. 

Q.  You  have  no  knowledge  on  that  subject?  A.  No,  I  am 
pretty  sure  they  were  not,  although  I  do  not  know  anything  about 
it. 

Q.  I  understand  you  to  say,  Mr.  Fanshawe,  never  at  any  timb 
have  you  given  to  anyone  connected  with  the  New  York  Life  di- 
rectly or  indirectly  anything  on  account  of  equivalent  to  any 
share  of  any  profits  on  any  joint  account  transaction  with  the 
New  York  Life?    A.  You  understand  correctly. 

Q.  Nor  have  you  given  any  part  of  the  profits  which  you  made 
on  the  five  per  cent,  that  you  made  on  the  sale  of  the  New  Orleans 
Traction  securities  to  anyone  connected  with  the  New  York  Life? 
A.  Never. 

Q.  You  never  shared  any  profits  you  may  have  made  on  sales 
to  the  New  York  Life,  with  any  person  or  persons  connected  with 
the  New  York  Life  ?    A. '  No. 

Q.  You  have  done  absolutely  an  independent  business?  A'. 
Absolutely. 
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JAMES  C.  KEELER,  called  as  a  witness,  being  duly  sworn 
testified  as  follows: 

BY  MR  HUGHES: 

Q.  What  is  your  occupation  ?     A.  I  am  a  clerk  at  present. 

Q.  For  what  institution?  A.  Title  Guarantee  &  Trust  Com- 
pany ? 

Q.  Were  you  ever  connected  with  the  'New  York  Security  & 
Tnist  Company?     A.  Yes,  sir. 

Q.  In  what  capacity  ?  A.  Clerk  and  trust  officer  and  2d  assist- 
ant secretary. 

Q.  Did  the  New  York  Security  &  Trust  Company  ever  makei 
any  payments  to  Andrew  Hamilton  for  account  of  the  New  York 
Life  ?     A.  Yes,  sir. 

Q.  Will  you  state  the  circumstances,  please?  A.  Well,  I  re- 
member of  one  payment  from  the  profits  in  the  Steel  underwriting 
about  $59,000,  I  believe. 

Q.  That  was  not  paid  by  the  New  York  Security  &  Trust  Com- 
pany?    A.  No. 

Q.  That  was  paid  by  J.  P.  Morgan  &  Company  ?  A.  Yes,  sir, 
as  I  remember  it. 

Q.  Yes.  Now  was  there  any  other  transaction,  where  some 
profits  —  where  any  proceeds  of  certain  sales  of  securities  came 
to  the  New  York  Security  &  Trust  Company  for  account  of  the 
New  York  Life  from  which  Andrew  Hamilton  was  paid?  A.  I 
only  recall  one  other. 

Q.  What  was  that  ?  A.  The  New  York  Life  held  some  deben- 
tures or  bonds  of  the  Union  Savings  Bank  &  Trust  Company  of 
Tacoma,  Washington,  and  the  New  York  Security  &  Trust  Com- 
pany were  collecting  different  warrants  and  as  the  proceeds  came 
in  the  New  York  Life  Insurance  Company  —  we  would  notify 
them  and  they  would  send  in  some  debentui-es,  enough  to  take 
up  the  money  we  had  on  hand.  I  think  after  all  the  debentures 
were  taken  up  we  had  instructions  from  the  New  York  Life  to  pay 
Judge  Hamilton  about  $18,000,  as  I  remember  it.  It  may  have 
been  more  or  may  have  been  less. 

Q.  What  was  the  name  of  these  debentures  ?  A.  Union  Sav- 
ings Bank  &  Trust  Company  of  Tacoma,  Washington,  either 
Tacoma  or  Spokane. 

Q.  What  was  the  date  of  the  transactions?  A.  When  the 
money  was  paid  to  Mr.  Hamilton  do  you  mean? 
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Q.  Yes.  A.  I  imagine  it  was  about  1900,  about  in  that  year 
some  time. 

Q.  The  money  was  paid  direct  to  Judge  Hamilton  by  the  New 
York  Security  Company?     A.  Yes. 

Q.  Was  it  in  a  check  to  Judge  Hamilton's  orders  ?  A.  As  I  re- 
member it,  yes,  sir. 

Q.  Who  instructed  the  payment  to  Judge  Hamilton?  A.  I 
could  not  say  now.  I  think  it  was  a  letter  from  the  New  York 
Life. 

Q.  And  then  the  'New  York  Security  &  Trust  Company  chained 
the  New  York  Life  in  its  account  with  the  amount  paid  to  Judge 
Hamilton?  A.  No,  they  charged  the  Union  Savings  Bank  & 
Trust  Company  account. 

Q.  The  New  York  Security  &  Trust  Company  kept  what  sort 
of  an  account  of  these  transactions?  A.  An  account  in  the  trust 
ledger  called  Hnion  Savings  Bank  &  Trust  Company. 

Q.  What  sort  of  items  were  debited  to  that  account?  A.  The 
debentures  as  we  took  them  up. 

Q.  And  state  again,  please,  what  were  these  debentures  —  these 
were  debentures  held  by  the  New  York  Life  issued  by  whom  ?  A. 
The  Union  Savings  Bank  &  Trust  Company. 

Q.  And  the  New  York  Life  would  send  these  debentures  down 
practically  for  collection  ?     A.  Yes. 

Q.  That  is  send  them  down  to  the  ^  New  York  Security  & 
Trust  Company  to  be  realized  On?    A.  Yes. 

Q.  Then  the  New  York  Security  &  Trust  Company  would 
forward  these  debentures  to  its  correspondents?  A.  No,  we 
had  the  money  on  hand. 

Q.  You  had  the  moneys  you  received  from  the  Union  Trust 
Company?  A.  No,  we  collected  the  warrants.  There  were 
warrants  issued  by  different  counties  to  pay  the  school  teachers 
and  treasurers  and  so  forth. 

Q.  And  you  collected  the  money  on  the  warrants  ?    A.  Yes. 

Q.  So  in  that  manner  you  represented  the  Union  Savings 
Bank  &  Trust  Company?  A.  No,  I  think  we  represented  the 
New  York  Life.  The  Union  Savings  Bank  &  Trust  Company 
as  I  remember  it  had  failed  and  the  New  York  Security  & 
Trust  Company  were  acting  as  trustee  under  this  debenture  issue. 

Q.  And  collected  the  warrants  in  that  way?  A.  And  the 
debentures  were  held  by  the  New  York  Life.  We  held  the  war- 
rants as  collateral  to  the  debentures. 
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Q.  And  you  collected  on  the  warrants  and  realized  the  money 
for  the  payment  of  the  debentures?    A.  Yes. 

Q.  And  the  debits  in  the  account  kept  by  the  New  York 
Security  &  Trust  Company  with  the  Union  Savings  Bank  & 
Trust  Company  were  these  debentures  ?    A.  Yes. 

Q.  And  the  credits  to  the  account  were  the  moneys  you  got 
on  the  warrants?     A.  Yes,  sir. 

Q.  And  did  not  you  have  a  separate  account  with  the  New 
York  Life  Insurance  Company?     A.  Only  a  deposit  account. 

Q.  Only  a  deposit  accouni.  Then  when  they  would  send  you 
debentures  you  would  deposit  to  the  credit  or  put  to  the  credit 
of  the  New  York  Life  the  proceeds  of  a  certain  part  of  the  war- 
rant ?    A.  The  proceeds  in  payment  of  the  debentures. 

Q.  Yes.  A.  Yes.  "We  would  either  do  that  or  send  them  a 
check,  I  have  forgotten  which  now. 

Q.  How  do  you  say  you  charged  the  payment  to  Andrew 
Hamilton  to  the  account  of  the  Union  Savings  Bank  &  Trust 
Company?    A.  As  I  remember  it. 

Q.  What  did  you  do  that  for?  A.  Well,  I  think  the  New  York 
Life  practically  owned  the  assets  of  the  Union  Savings  Bank  & 
Trust  Company  and  we  just  acted  as  a  sort  of  collection  agent 
for  them. 

Q.  Why  did  you  not  credit  the  New  York  Life  in  its  deposit 
account  or  pay  to  the  New  York  Life  the  entire  amount  of  the 
money  to  which  it  was  entitled,  or  if  you  had  paid  Andrew 
Hamilton  charge  the  New  York  Life  with  that  amount  as  the 
amount  drawn  by  it?  A.  Well,  we  put  all  the  proceeds  of 
these  warrants  in  the  proper  account,  which  was  the  Union 
Savings  Bank  &  Trust  Company. 

Q.  Then  when  you  were  told  to  pay  Hamilton  you  debited 
that  account  ?    A.  Debited  that  account. 

Q.  And  the  credit  balance  of  that  account  you  gave  over  to 
the  New  York  Life,  practically  ?    A.  At  the  end,  do  you  mean  ? 

Q.  Yes.    A.  Either  to  them  or  on  their  order. 

Q.  Was  there  anybody  else  that  got  any  payments  out  of  that 
except  the  New  York  Life?     A.  Not  that  I  remember. 

Q.  When  you  said  to  their  order  I  did  not  know  but  what 

YOU A.  Well,  I  think  the  balance  in  the  account  and  the 

balance  of  warrants  that  were  uncollected  we  returned  over  to 
Mr.  NicoU,  A.  E.  Nicoll. 

Q.  Mr.  -A.  E.  Nicoll?  A  He  was  connected  with  the  New 
York  Life. 
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Q.  In  what  way?    A.  Well,  tie  was I  think  he  was  an 

agent,  a  general  agent,  and  he  was  formerly  tie  cashier  or  presi- 
dent of  the  Union  Savings  Bank  &  Trust  Company. 

Q.  "Where  did  he  do  business  as  an  agent?  A.  In  JSTew  York, 
on  Broadway. 

Q.  "Well,  before  this  balance  was  turned  over  to  A.  K.  NicoU 
had  you  been  making  credits  in  the  deposit  account  of  the  New 
York  Life  from  time  to  time?    A.  In  payment  of  the  debentures? 

Q.  Yes.  A.  I  don't  remember  whether  we  credited  their  ac- 
count or  drew  a  check,  I  think  we  credited  the  account. 

Q.  You  said  that  the  New  York  Life  owned  practically  all  of 
the  assets  of  the  Union  Savings  Bank  &  Trust  Company.  Did  any 
assets  come  into  the  possession  of  the  New  York  Security  &  Trust 
Company  except  those  which  came  to  it  as  trustee  under  the  mort- 
gage securing  the  debentures?  A.  I  d^n't  think  I  said  that  the 
New  York  Life  owned  them  all.    Tsaid  I  thought  they  did. 

Q.  Well,  that  is  what  I  meant.  I  did  not  mean  that  you  pro- 
Jessed  to  have  absolute  knowledge  on  the  point.  A.  The  warrants 
were  the  only  assets  I  knew  of. 

Q.  In  other  words,  the  New  York  Security  &  Trust  Company 
got  what  it  was  entitled  to  as  trustee  under  the  mortgage?    A.  Yes. 

Q.  If  there  were  assets  that  were  free  of  the  mortgage  they  were 
in  the  hands  of  some  receiver,  were  they  not?  A.  I  think  so,  yes, 
sir. 

Q.  This  mortgage  was  to  secure  the  payment  of  the  debentures  ? 
A.  Yes.  ! 

Q.  Did  the  New  York  Life  hold  all  of  the  outstanding  deben- 
tures? A.  I  think  so,  I  don't  remember  of  anyone  else. 

Q.  And  what  was  the  amount  of  the  outstanding  debentures? 
A.  I  have  not  the  least  idea. 

Q.  What  amount  in  a  general  way  do  you  recall  were  handled 
by  the  Trust  Company?    A.  I  have  not  had  any  idea. 

Q.  The  books  will  show  that  I  supp(5se?    A.  Yes. 

Q.  To  sum  it  up,  the  New  York  Life  had  a  great  number  of 
these  debentures,  perhaps  all  of  them,  and  the  New  York  Security 
&'  Trust  Company  was  the  trustee  of  the  mortgage  securing  the 
debentures,  the  New  York  Security  &  Trust  Company  collected  on 
the  warrants  which  were  covered  by  the  mortgage  and  the  deben- 
tures were  debited  to  the  account  and  the  collections  on  the  war- 
rant credited  to  the  accoqint  and  the  balance  of  the  account  paid 
over  to  A.  K.  NicoU?    A.  As  I  remember  it. 
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Q,  How  long  have  you  known  A.  K.  JSTicoU?  A.  About  eight 
years  I  should  imagine? 

Q.  Has  he  been  employed  by  the  New  York  Life  continuously, 
do  you  know  ?  A.  Well,  when  I  first  knew  him  I  think  he  was  em- 
ployed by  the  Kew  York  Life. 

Q.  Did  he  have  anything  to  do  with  these  payments  to  Judge 
Hamilton  ?  A.  Not  as  I  remember  it.  The  instructions  may  have 
come  from  him,  but  I  could  not  say  without  looking  up  the  cor- 
respondence. 

Q.  Did  you  have  any  interview  with  him  or  did  you  know  of 
his  coming  to  the  New  York  Security  &  Trust  Company  in  con- 
nection with  this  Union  Savings  Bank  &  Trust  Company  account? 
A.  Yes,  he  was  very  familiar  with  the  whole  matter. 

Q.  How  did  it  happen  that  an  agent  of  the  New  York  Life 
would  be  familiar  with  such  a  matter?  A.  As  I  have  already 
stated,  he  was  president  or  cashier  of  the  Union  Savings  Bank  & 
Trust  Company  and  perhaps  receiver,  I  don't  know. 

Q.  Was  there  a  balance  after  paying  all  the  debentures,  were 
the  debentures  all  paid  in  full?  A.  Yes.  I  know  some  warrants 
were  turned  over  to  Mr.  Nicoll.  I  don't  remember  how  many  or 
the  amounts. 

Q.  Some  warrants  which  were  left  after  the  debentures  were 
paid? 

A.  Yes. 

Q.  Possibly  Mr.  Nicoll  was  the  receiver  and  entitled  to  the 
surplus  assets  after  the  mortgage  was  discharged?  A.  It  may 
have  been. 

Q.  You  don't  know  as  to  that?    A.  No. 

Q.  When  these  payments  were  made  to  Andrew  Hamilton 
what  did  the  New  York  Life  have  to  show  for  it?  Were  there 
any  notes  taken  up  ?    A.  Not  to  my  knowledge. 

Q.  Did  they  have  any  letter,  did  you  say,  from  the  New 
York  Life  directing  such  payments?  A.  Well,  I  don't  remember. 
It  is  very  likely  that  we  received  a  letter  from  the  New  York 
Life  to  pay  Andrew  Hamilton  this  amount. 

Q.  Were  these  payments  made  at  several  times  or  different 
times,  or  was  there  simply  one  payment?     A.  One  payment. 

Q.  At  about  the  time  the  account  was  closed?  A.  Yes,  sir.  It 
may  have  been  for  legal  services,  I  don't  know. 

Q,  Did  you  charge  to  this  account  all  the  New  York  Life's 
debentures?    A.  Yes. 

Q.  Then  how  is  it  that  this  amount  paid  to  Mr.  Hamilton  came 
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out  of  moneys  of  the  New  York  life,  did  they  get  all  their  deben- 
tures paid  in  addition?    A.  Yes,  as  I  remember  it. 

Q.  So  that  Hamilton  was  really  paid  out  of  the  surplus  after 
paying  the  debentures?    A.  As  I  remember  it,  yes,  sir. 

Q.  And  really  paid  at  the  expense  of  those  entitled  to  tVat 
surplus?    A.  I  don't  know  who  was  entitled  to  the  surplus. 

Q.  No,  but  I  say  it  did  not  come  out  of  the  money  realized 
from  the  New  York  Life  debentures?  A.  Not  as  I  remembor  it, 
no,  sir. 

Q.  Now,  was  there  any  payment  made  out  of  New  York  Life 
moneys  iu  anyway  held  by  the  New  York  Security  &  Trust  Com- 
pany to  anyone  connected  with  the  New  York  Life  other  than 
Mr.  Hamilton?  A.  Well,  the  interest  on  that  fifty  thousand 
dollar  participation  in  the  steel  underwriting  and 

Q.  To  whom  did  that  go  ?  A.  I  could  not  say,  I  do  not  re- 
member.    I  think  the  check  was  drawn  to  Mr.  Perkins'  order. 

Q.  The  interest  you  mean,  the  profits  on  the  fifty  thousand? 
A.  The  profits,  yes,  sir. 

Q.  Well,  in  addition  to  that?  A  Not  that  I  remember  of  in 
the  New  York  Life.     There  may  have  been. 

Q.  Not  that  you  have  in  mind?     A.  No,  sir. 

Q.  When  did  this  Union  Savings  Bank  &  Trust  Company 
fail?    A.  I  haven't  any  idea. 

Q.  Was  Mr.  NicoU  an  agent  of  the  New  York  Life  after  that 
or  before  that?    A.  After  that. 

Q.  Had  he  been  an  agent  before  that  ?  A.  Not  to  my  knowl- 
edge. 

Q.  Can  you  give  the  date  approximately  of  the  time  that  this 
payment  was  made  to  Mr.  Hamilton  and  the  account  of  the  Union 
Savings  Bank  &  Trust  Company  was  closed?  A.  No,  sir,  I 
should  imagine  it  was  either  in  1900  or  1901. 

Q.  What  individuals  connected  with  the  New  York  Security 
&  Trust  Company  had  to  do  with  the  matter  outside  of  the  rou- 
tine of  it,  who  were  they  that  gave  instructions  and  supervised 
it?     A.  The  secretary  or  vice-president. 

^  Q.  Who  was  the  vice-president?    A.  I  don't  remember,  at  that 
time,  Mr.  Bright,  I  think,  was  vice-president. 

Q.  And  who  was  the  secretary?    A.  Mr.  Boot. 

Q.  L.  Carroll  Boot?  A.  L.  Carroll  Boot,  it  may  have  been 
before,  Mr.  Bright  may  have  been  secretary  at  that  time. 

Q,  Did  the  New  York  Security  &  Trust  Company  pay  anj 
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otlier  moneys  to  Mr.  Hamilton  except  this  amount  that  you 
have  mentioned?    A.  Not  to  my  knowledge. 

Q.  Or  that  you  heard  of?    A.  No,  sir. 

Q.  Did  the  New  York  Security  &  Trust  Company  pay  any 
moneys  to  A.  R.  NicoU  except  in  connection  with  this  Union 
Savings  Bank  matter?  A.  Not  to  my  knowledge.  I  do  not  re- 
member of  any. 

MR.  HUGHES :    That  is  all,  Mr.  Keeler. 

MR.  HUGHES:  Mr.  Chairman,  Mr.  Buckner  has  furnished 
certain  information  which  he  was  requested  to  supply,  which  I 
will  read  upon  the  record  at  this  point.  I  will  offer  that  in  evi- 
dence. 

(Paper  marked  E!xhibit  No.  504.) 

MR.  HUGHES :  Salaries  of  Officers  of  Home  Office,  Not  Ex- 
ecutive, September,  1905. 

(Paper  marked  Exhibit  No.  505.) 

MR.  HUGHES:  Also  a  memorandum  of  expenditure  for 
Nylic  in  1904. 

(Paper  marked  Exhibit  No.  506.) 

MR.  HUGHES :  I  will  now  read  upon  the  record  the  deposi- 
tion of  George  H.  Squire,  taken  before  a  sub-committee  of  this 
Committee  at  the  residence  of  Mr.  Squire,  21  "West  76th  Street, 
New  York,  November  11,  1905. 

(Mr.  Squire's  deposition,  comprising  pages  5907  to  5946  and 
pages  6729  to  6767,  will  follow  later.) 

LAWRENCE  GILLESPIE,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  You  are  connected  vsdth  the  Equitable  Trust  Company,  Mr. 
Gillespie?    A.  Yes,  sir. 

Q.  The  Equitable  Trust  Company  has  been  asked  to  produce 
transcripts  of  any  account  relating  to  the  acquisition  by  the  Amer- 
ican Deposit  &  Loan  Company  of  certain  shares  of  the  stock  of 
the  Lawyers'  Title  Insurance  Company,  and  the  Lawyers'  Mort- 
gage Insurance  Company  in  1901.  Have  you  a  statement  of  that 
account?    A.  I  have,  sir. 

(Producing  paper.) 

This  is  the  Lawyers'  Mortgage  Company. 
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Q.  "Where  is  the  Lawyers'  Title  Company?  A.  Here  is  the 
Lawyers'  Title  Company. 

Q.  You  first  present  a  statement  of  the  purchases  of  the  Law- 
yers' Title  Insurance  Company  stock  by  the  American  Deposit  & 
Loan  Company?    A.  Yes. 

Q.  This  also  contains  the  statement  of  the  sale  of  the  stock? 
A.  It  goes  through  the  question  of  the  acquisition,  that  is  the  sale 
of  three  particular  shares  (indicating).  That  is  the  name  of  the 
party  purchasing  them. 

Q.  This  statement  shows  the  iiurehases  by  the  American  De- 
posit &  Loan  Company  and  the  sale  by  the  American  Deposit  & 
Jx)an  Company  of  the  stock  of  the  Lawyers'  Title  Insurance  Com- 
pany?   A.  Yes,  sir. 

Q.  And  that  is  a  correct  and  complete  statement  from  the 
books  of  the  American  Deposit  &  Loan  Company,  now  held  by 
the  Equitable  Trust  Company  ?     A.    Yes,  sir. 

MR  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  507.) 

Q.  This  statement  also  contains  under  the  heading  of  days, 
statement  of  interest?     A.   Yes. 

Q.  Under  the  heading  of  shares,  the  number  of  shares  ac- 
quired.?   A.  Yes. 

Q.  And  under  the  heading  of  amounts,  the  amounts  paid  for 
the  shares?    A.  Yes. 

Q.  And  then  under  the  heading  of  sales  appears  one  sale  of 
three  shares,  that  was  through  Pandrigh  on  October  10th «  A 
Yes. 

Q.  And  then  the  sale  to  the  Equitable  on  October  11th  of  408 
shares  ?     A.  Yes,  sir. 

Q.  You  have  also  produced  a  statement  of  the  purchases  by  the 
American  Deposit  &  Loan  Company  of  Lawyers'  Mortgage  In- 
surance Company  stock  in  1901  ?     A.  Yes. 

Q.  That  is  a  complete  and  correct  statement  from  the  book? 
of  the  American  Deposit  &  Loan  Company  ?     A.  Yes    sir. 

MK.  HUGHES :  I  offer  this. paper  in  evidence. 

(Paper  marked  Exhibit  508.) 

Q.  This  shows  the  date  of  the  purchase,  the  number  of  shares, 
amount  paid  and  the  interest  charged  by  the  American  Deposii 
&  Loan  Company  upon  such  payments?     A.  Yes   sir. 
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Q.  And  then  of  the  sale  on  October  10th,  1901,  through  Muller 
&  Son  of  twenty-five  shares,  and  the  sale  on  October  11th,  of  805 
shares  to  the  Equitable  ?     A.  Yes,  sir. 

ME.  HUGHES :  These  papers  will  be  spread  in  full  upon  the 
records.     I  will  make  a  statement  of  their  contents. 

Witli  reference  to  Lawyers'  Title  Insurance  stock,  Exhibit 
50Y,  it  appears  that  between  June  6th  and  September  27th,  1901, 
as  the  context  shows,  411  shares  were  purchased  at  a  cost  of 
$127,572.63,  to  which  was  added  interest  of  $1,583.71.  That 
on  June  8th,  1901,  there  were  sold  three  shares  for  $930  and  that 
August  3d  there  was  a  dividend  received  of  $903,  making  a 
total  of  receipts  of  $1,833,  which  being  deducted  from  the  pur- 
chase price  left  as  the  net  purchase  price  $125,739.63.  That 
against  the  $1,583.71  interest  there  was  credited  interest  upon 
the  amount  received  $22.29  leaving  the  net  interest  charged 
$1,561.42  to  October  11th,  1901,  and  at  that  date  the  net  pur- 
chase price  plus  the  net  interest  amounted  to  $127,301.05. 

That  on  October  11th,  1901,  408  shares  at  335  were  sold  for 
$136,680  leaving  a  balance  on  hand  over  the  purchase  price  and 
interest  of  $9,378.95. 

I  now  read  in  evidence  from  the  record  of  purchases  of  securi- 
ties furnished  by  the  Equitable  Life  Assurance  Society,  the  fol- 
lowing under  date  of  October  11th,  1901 : 

Lawyers'  Title  Insurance  Company  stock,  par  $40,8.00,  amounl 
paid  $136,680.  Purchased  from  American  Deposit  &  Loan  Com- 
pany. 

Exhibit  608  with  reference  to  the  stock  of  the  Laywers'  Mort- 
gage Insurance  Company  shows  that  between  May  31st  and  Sep- 
tember 27th,  1901  as  indicated  by  the  context,  830  shares-  were 
purchased  by  the  American  Deposit  &  Loan  Company  and  $160,- 
183.24  paid  therefor.  The  interest  upon  the  payments  amount- 
ing to  $1,561.08. 

On  October  10th,  1901,  there  were  sold  25  shares  for  $5,265.25 
which  was  credited  against  the  purchase  price  leaving  the  net 
purchase  price  $154,917.99.  To  this  was  added  the  amount  of 
interest  to  October  11th,  1901,  $1,561.08  making  the  total  net 
amount  paid  for  tbe  shares  with  interest  $156,479.07. 

On  October  11th,  1901,  there  were  sold  805  shares  at  211  for 
$169,855,  leaving  as  a  net  balance  of  profit  $13,375.93. 
I     In  connection  with  that  I  offer  in  evidence  the  rword  of  pur- 


•3004  Legislative  Insurance  Investigation. 


chases  of  securities  by  the  Equitable  Life  the  following  under  date 
of  October  11th,  1901. 

October  11th,  1901,  Lawyers'  Mortgage  Insurance  Company, 
par  value,  80,500.  Amount  paid  $169,855,  purchased  from  the 
American  Deposit  &  Loan  Company. 

Q.  ISTow,  have  you  the  letters  which  were  sent  by  the  American 
Deposit  &  Loan  Company,  with  the  certificates  of  stock  of  the 
Lawyers'  Title  Insurance  Company  and  the  LavTyers'  Mortgage 
Insurance  Company  sold  on  October  11th,  1901?  A.  I  have 
copies  of  those  letters,  sir. 

ME.  HUGHES:    I  offer  those  papers  in  evidence. 

(Papers  marked  Exhibits  No.  509  and  510  and  read  by  Mr. 

Hughes.) 

Q.  ]^ow,  have  you  the  check  which  was  signed  and  delivered 
by  the  American  Deposit  &  Loan  Company  for  the  aggregate 
profits,  that  is  the  total  amount  of  the  $9,378.95  profits  on  the 
Lawyers'  Title  Insurance  Company  stock,  and  $13,375.93  profit 
on  the  Lawyers'  Mortgage  Insurance  Company  stock?  A.  The 
proceeds  were  in  one  check. 

Q.  And  this  is  the  check  (handing  paper)  ?     A.  Yes. 

ME.  HUGHES:    I  offer  that  paper  in  evidence. 

(Paper  marked  Exhibit  ISTo.  511  and  read  by  Mr.  Hughes.) 

ME.  HUGHES:  There  are  some  papers  in  the  possession  of 
Judge  Eansom  necessary  to  complete  this  matter,  but  he  is  unable 
to  be  here  for  the  moment,  and  the  rest  of  the  evidence  will  be 
put  in  shortly. 

ALEEED  W.  MAYNE  (Eesumed). 

BY  ME.  HUGHES: 

Q.  Mr.  Mayne,  did  you  compute  the  amount  to  be  paid  to  Mr. 
Tarbell  upon  the  commutation  of  his  renewal  commissions?  A. 
The  figures  on  which  the  agreement  was  made  was  calculated  in 
my  department,  yes,  sir. 

Q.  Will  you  state  under  whose  instructions  that  calculation  was 
made  ?     A.  Mr.  Tarbell  requested  me  to  give  him  the  figures. 

Q.  Did  any  other  officer  of  the  company  request  you  to  make 
the  computation  ?     A.  ISTo,  sir. 

Q.  Have  you  made  the  computation  for  the  commutation  of 
other  commissions?      A.  Yes,  sir. 
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Q.  Is  that  a  part  of  your  regular  duty  ?     A.  Yes,  sir. 

Q.  And  that  comes  in  your  department  ?     A.  Yes,  sir. 

Q.  Then  there  was  nothing  exceptional  in  your  making  the 
computation  for  Mr.  Tarbell  ?     A.  Not  at  all. 

Q.  Upon  what  basis  did  you  make  the  computation?  A.  I 
made  the  computation  on  the  basis  of  the  policies  in  force  on  which 
he  had  a  commission  interest  showing  the  annual  amount  of  re- 
newals which  he  received  and  the  estimated  value  of  the  renewals 
and  the  amotint  that  would  be  paid  under  the  contract. 

Q.  Did  you  fix  each  policy  that  was  in  force?  A.  No,  sir; 
I  did  not.  We  took  the  general  amount  that  had  been  paid  on 
the  policies  paid  him  for  several  years  with  the  average  of  for- 
feiture that  we  have  at  an  accepted  rate. 

Q.  Didn't  you  start  with  an  effort  to  ascertain  what  policies 
procured  through  Mr.  Tarbell  were  still  in  force  ?  A.  I  stated 
that  we  had  that,  yes,  sir.     That  was  what  we  started  from. 

Q.  Did  you  have  the  number  of  renewals  to  which  he  was  en- 
titled upon  those  policies  ?     A.  Yes,  sir. 

Q.  What  average  of  renewals  did  you  take  ?  A.  We  took  the 
—  I  don't  know  as  I  get  your  question  as  to  average. 

Q.  How  did  you  get  at  the  amount  which  was  to  be  allowed 
as  the  present  value  of  the  renewal  commissions  ?  A.  An  agent 
is  entitled  under  contract  to  renewal  commissions  for  a  certain 
term  of  years  from  the  date  that  the  policy  is  issued,  the  policy 
having  run  for  a  certain  date  or  the  policies  in  a  certain  year,  he 
has  a  certain  number  of  years  if  the  policies  continue  on  which 
he  has  a  renewal  interest.  We  took  the  policies  issued  within  a 
certain  year  and  the  commissions  on  the  policies  as  an  aggregate 
for  that  year,  and  calculated  the  number  of  years  that  it  would 
continue  less  the  deductions  that  we  make  for  terminations  gov- 
erned by  our  experience. 

Q.  Can  you  give  me  the  data  that  entered  into  the  calcula- 
tion— ^what  policies  there  were  and  what  period  it  was  esti- 
mated they  would  continue?  A.  The  policies  were  issued  under 
his  contract — I  have  not  got  the  dates  in  my  head,  no,  Mr. 
Hughes. 

Q.  No,  but  have  you  presented  your  calculations?  A.  If  not, 
we  can  make  them  over  again. 

Q.  Would  that  be  a  laborious  matter?     A.  Not  great. 

Q.  I  want  to  know,  for  example,  how  many  renewals  Mr. 
Tarbell  was  entitled  to  at  the  time  this  calculation  was  made,  what 
you  determined  to  be  the  duration  of  the  policies  as  to  which  the 
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calculation  was  made,  and  the  other  factors  that  entered  into 

the  calculation.  Could  you  give  that  now?      A.  I  thought  I 

tried  to  explain  that  and  gave  that  information  in  my  explana- 
tion. 

THE  CHAIEMAN:  You  explained  the  method,  but  Mr. 
Hughes  wants  the  actual  figures,  factors  themselves. 

THE  WITNESS:  You  want  the  years  and  the  figures? 

THE  CHAIRMAN:  Yes,  sir. 

THE  WITNESS:  I  was  trying  to  remember.  It  was  a  ques- 
tion of  going  back  as  to  the  figures. 

BY  ME.  HUGHES: 

Q.  You  do  not  carry  those  in  your  head  do  you,  Mr.  Mayne? 
A.  Not  to-day.  I  used  to  when  the  company  was  smaller  but 
1  cannot  carry  the  figures  in  my  head  now. 

Q.  I  did  not  expect  you  to  be  able  to  remember  them  on 
the  stand,  but  I  thought  you  might  have  a  record  of  your  cal- 
culation which  you  could  produce?  A.  If  you  had  intimated 
what  you  wanted  to  examine  me  about  I  could  have  come  more 
prepared. 

Q.  You  can  get  that  quickly,  can  you  ?     A.  Yes. 

Q.  Mr.  Tarbell's  contract  under  which  those  commissions  were 
paid  was  made  at  what  time?  A.  Those  contracts  were  made 
with  him  at  the  date  from  1886  or  1887  up  to  1893  when  he 
gave  up  his  agency  and  came  to  the  company  in  an  oificial  capacity. 

Q.  What  is  the  period  during  which  under  his  contract  he 
was  entitled  to  renewal  commissions?  A.  Under  the  old  con- 
tract that  he  had,  which  was  an  exceptional  one,  as  it  was  made 
on  the  lines  of  the  contract  of  the  agents  then  at  Chicago  with 
v/hom  he  entered  into  partnership, '  the  renewals  ran  to  the  25th 
year. 

Q.  Twenty-five  years  ?  A.  Twenty-four  years — first  year  and 
twenty-four. 

Q.  How  long  was  he  operating  under  that  contract  ?  A.  I  think 
all  his  contracts  carried  that  length  of  time  of  renewal  interest. 

Q.  Twenty-four  years.  So  that  he  had  on  the  policies  still  in 
force  an  interest  of  twelve  renewals?  A.  Somewheres  about 
that. 

Q.  So  that  your  computation  was  to  ascertain  the  present 
value  of  twelve  rene^svals  on  the  policies  in  force  written  under  his 
pgency  contract?     A.  Yes,  sir. 
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Q.  And  you  did  tliat  by  taking  yonr  experience  in  regard  to 
the  duration  of  such  policies  ?     A.   Yes,  sir. 

Q.  JSTow  if  you  can  get  me  what  the  actual  computation  was 
at  your  convenience  I  shall  be  glad  to  have  it?  A.  I  can  give 
you  now  about  what  the  actual  computation  was,  but  you  asked 
a;v  to  the  details  of  the  computation  before. 

Q.  Give  me  what  you  can  now  and  we  will  see  if  it  has  to  be 
supplemented. 

A.  The  actual  computation  I  think  it  was  about  $140,000 
.15  tne  immediate  present  worth,  and  the  renewals  as  about  $28,000 
per  annum. 

Q.  AVciI,  that  was  a  little  over  fifty  per  cent.  A.  I  do  not 
get  your  fifty  per  cent.  I  should  say  the  renewals  were  about 
$28,000  per  year. 

Q.  And  if  they  had  lasted  without  any  of  them  expiring  for 
twelve  years?  you  would  have  got  $28,000  a  year  for  twelve  years? 
A.   Well,  that  is  an  unreasonable  proposition  without  explailiing. 

Q.  I  know  it  would  not  actually  happen  that  way,  but  hypo- 
thetically?  A.  He  would  get  then  to  the  end  of  his  term  what- 
ever they  iL'ay  be,  because  his  policies  were  taken  during  differ- 
ent years,  and  of  course  those  jears  would  vary  up  to  the  term 
of  the  contract. 

Q.  Then  the  amount  of  fbout  $312,000  covered  the  nresent 
worth  of  that  amount  taking  iuto  consideration  the  probable  dura- 
tion of  the  policies?    A.  "i^es. 

Q.  That  M'as  about  $140,000?     A.  Yes. 

Q.  ZS'ow,  what  factors  did  you  use  in  calculating  the  durat'iDU 
of  the  policies — that  is,  how  did  you  get  at  the  duration  of  those 
policies?  A.  We  took  tLe  lerni  of  the  policies,  and  then  nuiHe  a 
deduction  for  each  year,  a  certain  deduction  for  tenui nations 
based  en  our  (!j.perience. 

Mil.  HUGHES:  ^\^cn,  T  think  you  had  better  bring  up  the 
calculation  when  you  can  at  your  leisure.  Of  course,  in  the 
hypothesis  I  made  I  was  f,.«?um]ng  that  ail  had  the  longest  periods. 
As  a  matter  of  fact  there  wore  a  great  many  of  those  who  ha  i 
only  seveu  or  eight  or  six  ^'ears  of  renewals. 

THE  WI'TXESS :  That  is  what  I  say.  They  had  differen  t  years 
of  termination. 

MR.  HUGHES:  I  think  we  had  better  have  the  calculation 
showing  the  actual  figures.      That  is  all,  Mr.  Mayne. 
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GEOEGE  T.  W1LS0:N",  i-esumed. 

BY  MK.  HUGHES: 

Q.  We  were  inquiring  llie  other  day  with  regard  to  the  restilts 
of "  the  company's  business  in  Australia.  I  find  that  before 
Superintendent  Hendricks  you  put  in  a  statement  which  does 
iKit  appear  in  the  published  report  of  the  examination.  I  show 
you  th3  statement;  is  that  correct?  A.  This  paper  was  in  specific 
response  to  the  Superintendent's  specific  question,  and  is  correct. 

ME.  SUGHES :  I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  512  and  read  by  Mr.  Hughes.) 

EXHIBIT  612. 

"AIISTEALIAN"  AGENCY. 

The  stiitemeut  that  the  cost  of  the  new  business  secured  in 
the  •Australian  Agency  in  1904  was  200  per  cent,  is  an  incor- 
rect statement,  because  in  that  calculation  the  expenses  of  the 
administration  of  the  old  business  are  included,  and  no  allowance 
is  made  for  the  fact  that  the  new  business  carries  no  renewal  com- 
mission whatsoever  with  it. 

Deducting  the  cost  of  administration  of  the  old  business,  mak- 
ing allowance  for  the  profit  to  the  Society  resulting  from  the  saving 
in  renewal  commission  as  referred  to,  and  calculating  the  expense 
ratio  according  to  the  method  employed  for  calculation  in  the 
United  States  Agencies,  which  forms  the  natural  basis  of  compari- 
son, the  expense  of  the  new  business  secured  in  1904  was  126-| 
per  cent.,  not  200  per  cent. 

The  expense  ratio  of  126^  per  cent,  is  above  the  normal.  Plans 
have  been  adopted  to  reduce  it  this  year,  and  to  continue  to  reduce 
it  in  succeeding  years.  A  close  estimate  made  by  the  General 
Manager,  who  was  here  last  year,  and  with  whom  serious  study  and 
consideration  were  given  to  the  problem  of  the  cost  of  securing 
new  business  in  Australia,  provides  for  a  very  substantial  reduc- 
tion, which  we  are  hopeful  of  accomplishing. 

The  expense  ratios  of  the  past  five  years  on  the  same  basis  of 
calculation  are  as  follows: 

1900  1374 

1901  104* 

1902  IIOJ 

1903  131f 

1904  126i 
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The  mortality  experience  in  Australia,  according  to  the  last 
statistics  prepared  by  the  actuaries  of  the  Society,  on  the  American 
Experience  Tables  was  79.68  per  cent,  of  the  expected,  with  an 
average  life  of  policies  of  4.15  years. 

It  will  be  observed  that  the  mortality  experience  is  a  good  one. 

In  considering  whether  a  business  is  profitable  or  unprofitable, 
the  savinig  on  mortality  is  a  very  important  item  which  should  be 
taken  into  consideration. 

While  it  is  true  that  the  present  cost  ratio  of  new  business  in 
Australia  is  excessive,  it  has  been  brought  down,  and  will  continue 
to  be  brought  down  to  more  normal  proportions,  lousiness  in 
Australia  is  more  expensive  to  all  the  companies  transacting  busi- 
ness there,  because  of  the  exceptional  circumstances  which  obtain 
in  that  country. 

The  new  business  issued  in  1899  was  $2,B06,525. 

The  new  business  issued  in  1904  was  $5,976,520,  which  shows 
an  increase  of  138.44  per  cent. 

The  outstanding  assurance  in  1904  which  was  $31,127,688 
shows  an  increase  over  the  outstanding  assurance  of  1899,  which 
was  $21,399,665  or  45.46  per  cent. 

George  T.  Wilson, 

Third  Vice-President. 
June  8th,  1906. 

Q.  You  say  that  the  mortality  expei^ience  in  Australia  was 
79.68  per  ceiit.  of  the  expected.  What  was  the  experience  of 
your  company  in  the  United  States  which  fr.juld  be  compared  with 
that?  A.  On  the  last  statistics  prepared  by  ihe  actuaries  the  mor- 
tality experience  in  the  United  States  as  compared  with  the  ex- 
pected on  the  American  experience  tables  was  89  per  cent,  if  I 
remember  correctly,  subject  to  confirmation. 

Q.  When  you  state  in  this  memorandum  on  the  Australian 
agency  that  the  expense  of  the  new  business  in  1904  was  1264 
per  cent.,  that  is  a  percentage  of  what?    A.  Of  premiums. 

Q.  Received  on  the  new  business?  A.  New  premiums  re- 
ceived on  new  business. 

Q.  What  is  the  average  life  of  policies  in  the  United  States  in 
your  company  which  we  can  compare  with  the  average  life  of 
4  15-100  years  in  Australia?  A.  Between  five  and  six  years, 
as  I  understand. 

Q.  What  were  the  exceptional  circumstances  in  Australia  which 
increased  the  expenses  of  newTjusiness,  exceptional  circumstances 
95 
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as  compared  with  exceptional  circumstances  in  the  United  States, 
that  has  reference  to  ?  A.  The  area  of  the  country,  which  is 
about  the  area  of  the  United  States,  not  including  Alaska,  t\i6 
population  of  the  country  not  including  New  Zealand,  which  is 
about  six  millions ;  the  fact  that  the  Australians  are  more  heavily 
insured,  pro  rata,  than  any  other  people  in  the  world;  the  lack 
of  communication  from  one  part  of  the  country  to  anotheT;  the 
higher  cost  of  living,  and  the  competition  of  the  Australian 
Mutual  Provident  Society — my  word  "  communication  "  should 
be  transportation. 

Q.  What  is  the  ratio  of  expense  of  your  company  in  the  United 
States  which  can  be  compared  with  its  expense  ratio  of  126.50 
per  cent,  for  last  year  in  Australia?  A.  I  don't  know  that  the 
ratio — the  business  in  the  United  States  as  a  whole  has  been  com- 
puted in  the  same  manner — offhand  I  should  say  65  or  70  per 
cent.,  sir. 

Q.  Does  that  include  renewal  commissions  which  are  paid  in 
subsequent  years  but  really  form  a  part  of  the  cost  of  the  new 
business  ?    A.  No,  sir. 

Q.  If  such  renewal  commissions  paid  in  the  United  States  were 
included  as  part  of  the  cost  of  new  business,  what  would  the 
ratio  of  expenses  be  ?  A.  Anything  that  I  might  give  you  in  the 
way  of  figures  might  not  be  precise. 

Q.  No,  we  understand  that.  A.  Therefore,  with  your  kind 
permission  I  would  respectfully  refer  you  to  the  accountants  and 
the  actuaries. 

Q.  Yes;  I  did  not  suppose  you  would  be  able  to  give  with  ex- 
actitude; but  from  your  experience  in  the  company,  I  thought 
we  might  get  an  approximation  which  would  be  useful  ?  A.  I  do 
not  feel  prepared  to  give  even  an  approximation. 

Q.  At  one  time  E.  W.  Scott  was  a  representative  of  the  com- 
pany in  Australia  ?    A.  Yes,  sir. 

Q.  What  was  done  there  in  certain  land  transactions  through 
his  intervention  ?  A.  Mr.  Scott  was  an  officer  of  the  Society  who 
made  the  purchase  of  the  land  in  Sydney  and  Melbourne  on  which 
subsequently  buildings  were  erected  for  the  Society. 

Q.  Who  were  interested  in  that  venture?    A.  In  what  respect  ? 

Q.  In  the  purchase  of  the  property  ?    A.  The  Equitable. 

Q.  With  whom  did  the  Equitable  deal  on  the  other  side  ?  A. 
The  records  will  show. 

Q.  You  do  not  know?  A.  I  have  not  thora  in  my  mind — 
the  names  of  the  owners  of  the  property. 
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Q.  "Was  Mr.  Scott  personally  interested  ?  A.  Not  tliat  I  know 
of. 

Q.  Do  you  know  anything  further  of  that  transaction?  A. 
The  books  of  the  Society  will  give  the  actual  figures  of  the  cost. 

Q.  Do  you  know  whether  the  amount  expended  was  a  proper 
amount  to  be  expended  for  the  properties  acquired  ?    A.  I  do  not. 

Q.  Have  you  ever  visited  Australia  ?  A.  No,  sir ;  I  expect  to 
go,  to  reduce  expenses. 

Q.  Now,  you  have  a  statement  submitted  to  Superintendent 
Hendricks,  but  which  does  not  form  a  part  of  the  published  record 
of  his  examination  in  regard  to  the  French  agency  j  is  that  a  cor- 
rect statement?  A.  This  paper  is  a  specific  answer  to  a  specific 
(question  from  the  Superintendent,  and  is  a  correct  statement, 
although  erroneously  dated  1906. 

Q.  Should  be  1905  ?    A.  Should  be  1905. 

MR.  HUGHES :  We  are  living  at  a  very  rapid  pace  in  these 
days.     I  offer  the  paper  in  evidence. 

(Paper  marked  513  and  read  in  evidence  by  Mr.  Hughes.) 

Q.  Is  this  statement  I  now  show  you  a  correct  statement  of  the 
business  of  the  British  agency?  A.  Yes,  this  paper  is  a  specific 
answer  to  a  specific  question,  and  is  a  correct  statement  of  the 
British  agency. 

ME.  miGHES :  I  offer  this  in  evidence. 

(Paper  marked  Exhibit  No.  514,  and  read  in  evidence  by  Mr. 
Hughes. ) 

Q.  Tou  have  said  here  that  there  was  a  profit  to  the  associa- 
tion averaging  three  and  a  half  per  cent,  instead  of  the  standard 
seven  and  a  half  per  cent.  That  fact  does  not  lower  the  actual 
outlay  abroad  ?     A.  When  you  say  abroad  you  mean 

Q.  I  mean  in  Great  Britaiu  in  the  British  agency  district  A. 
Why  yes  it  does. 

Q.  Don't  you  mean  that  if  the  business  had  beerf  written  on  the 
basis  employed  in  the  United  States  they  would  have  spent  more 
money  ?     A.  Tes,  therefore  it  shows  a  saving. 

Q.  Yes,  but  the  fact  that  you  did  spend  a  certain  amount  of 
money  in  the  British  agency  is  unchanged?    A.  That  is  right. 

Q.  And  the  percentage  of  that  expense  to  the  premiums  you 
get  is  unaffected?  A.  Eight  —  right  to  a  certain  extent.  I  say 
in  that  paper,  calculated  on  the  same  method  as  in  the  United 
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States,  which  I  think  squares  the  statement,  our  actuaries  say  that 
if  paid  three  and  a  half  per  cent,  renewal  on  the  business  when 
we  are  comparing  that  business  with  the  business  on  which  the 
seven  and  a  half  per  cent,  renewal  is  obtained,  that  allowance 
should  be  made  on  the  cost  of  the  business  for  the  lower  renewal. 
Hind  yo;^,  these  are  comparisons  in  statements. 

Q.  I  thought  the  percentage  which  you  were  giving  to  the 
premiums  received  on  new  business  in  Great  Britain,  was  deter- 
mined bv  tlie  actual  outlays  in  securing  that  business.  iN'ow,  that 
])ercentage  could  not  be  varied  by  the  fact  that  you  had  spent  a 
different  amount  in  the  United  States.  A.  We  consider  it  is 
there  to  make  an  allowance  on  the  first  year's  cost  for  the  saving 
that  is  made  on  renewal  commissions.  That  is  our  way  of  looking 
at  it. 

Q.  With  regard  to  the  Australian  statements  that  you  had  a 
jnoment  ago,  did  you  reduce  the  ratio  of  expense  of  procuring  the 
now  business  in  Australia  by  the  same  method,  by  including  as  an 
offset  or  profit  against  that  what  you  would  have  had  to  spend  if 
you  had  paid  the  same  renewal  commissions  as  are  paid  in  the 
United  States  ?     A.  Yes,  sir. 

Q.  So  you  reduce  the  ratio  of  expense  by  assuming  that  if  you 
expended  more  money  the  ratio  would  have  been  larger  ?  A.  Well, 
that  is  your  way  of  putting  it,  sir. 

Q.  Well,  what  I  want  to  get  at  is  this,  take  that  certain  amount 
of  money  you  got  in  from  Australia  in  1904,  on  new  business,  and 
the  amount  that  you  actvially  laid  out  to  get  that  business,  and 
what  is  the  ratio  of  the  one  to  the  other?  A.  I  don't  know 
whether  this  paper  shows  that,  but  it  Avould  be  about  —  the  ratio 
of  expenses  to  new  premiums  without  making  any  allowances 
on  the  first  year's  cost  for  the  actual  serving,  which  inures  to  the 
society  through  the  absence  of  rencAval  commissions,  would  be,  I 
sliould  say  offhand,  in  the  neighborhood  of  one  hundred  and  fifty 
or  a  hundred  and  fifty-five  per  cent. 

Q.   That  is,  if  you  take A.  An  actual  calculation  could 

be  given  to  you. 

Q.  That  is,  you  take  the  actual  amount  you  spend  in  Australia 
in  getting  new  business  in  1904,  and  you  take  the  actual  amount 
you  get  in  Australia  in  premiums A.    ISTew  premiums. 

Q.  In  new  premiums  for  1904,  and  the  former  amount  would 
be  abo\it  a  hundred  and  fifty  per  cent,  of  the  latter  ?     A.   Yes. 

Q.  You  can  have  a  statement  made  of  that  ?     A.   Yes. 
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Q.  In  the  French  agency  statement,  you  also  reduced  the  cost 
of  new  business  in  Trance  by  applying  to  it,  or  offsetting  against 
it  a  saving  in  comparing  the  expense  of  doing  business  abroad 
with  your  expense  at  home  in  renewal  commissions  ?  A.  'No,  sir, 
the  French  business  carries  the  full  renewal  of  Y^  per  cent., 
therefore  no  allowance  is  made  on  the  cost  of  the  first  year. 

Q.  So  the  suggestion  I  have  made  in  regard  to  Australia  and 
Great  Britain  does  not  apply  to  France  ?  A.  It  applies  only  to 
Great  Britain  and  Australia. 

Q.  What  was  the  ratio  of  expense  of  new  business  to  new  pre- 
miums for  1904  ?     A.    In.  the  British  agency  ? 

Q.  In  the  British  agency.  A.  The  ratio  of  expenses  to  new 
premiums  in  1904,  in  the  British  agency,  calculated  on  your 
method  without  making  any  allowance  for  the  actual  saving  to 
the  society  by  the  smaller  renewal  conmaissions  paid,  which  from 
our  viewpoint  is  the  proper  method  of  calculation,  would  be  about 
a  hundred  and  thirty  per  cent,  subject  to  confirmation  by  the 
actual  figures. 

Q.  You  refer  to  my  method  of  calculation.  You  understand 
that  all  I  have  in  mind  is  the  recipt  of  so  much  money  and  the 
disbursement  of  so  much  money  in  connection  with  new  business  ? 
A.  Yes. 

Q.  And  the  ratio  of  one  to  the  other  ?     A.  Yes,  sir. 

Q.  How  long  has  it  been  in  Great  Britain  that  you  have  actu- 
ally expended  in  getting  new  business  more  than  you  have  re- 
ceived in  new  premiums  upon  that  business  ?  A.  Will  you  kindly 
repeat  that  question  ? 

Q.  (Repeated  as  follows)  :  How  long  has  it  been  in  Great 
Britain  that  you  have  actually  expended  in  getting  new  business 
more  than  you  have  received  in  new  premiums  upon  that  business  'i 
A.    Several  years. 

Q.  About  how  many  years  ?  A.  Well,  I  should  say  ten  years 
about, 

Q.  That  has  been  without  any  break  for  ten  years?      A.    I 

think  so. 

Q.  And  how  long  has  that  been  true  in  the  Australian  agency  ? 
A.   Probably  ever  since  we  started  business  there. 

Q.  When  did  you  start  business  there  ?     A.    1884. 

Q.  And  when  did  you  first  start  business  in  Great  Britain? 
A.  Oh  in  1867,  or  thereabouts,  the  exact  date  could  te  furjiished 
to  you  easily. 
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Q.  What  has  been  the  reason  for"  maintaining  a  business  in 
Australia,  when  you  were  annually  expending  more  money  in 
getting  the  business  than  you  were  receiving  in  new  premiums  ? 
A.    The  hope  always  of  reducing  the  expenses  and  doing  better. 

Q.  What  has  been  done  since  1884,  when  the  Australian  agency 
started,  in  the  direction  of  reducing  expenses  ?  What  I  am  get- 
ting at  is,  has  there  been  a  real  effort  in  that  direction  ?  A.  Yes, 
a  real  effort,  always  resulting  in  real  success. 

Q.  Has  it  ever  resulted  in  any  conspicuous  success  ?  A.  In 
different  years  the  expense  ratio  has  decreased. 

Q.  What  is  the  lowest  ratio  of  actual  outlay  in  getting  new 
business  to  new  premiums  received  in  any  one  year  in  Australia  ? 
A.  I  would  not  dare  trust  my  memory  to  answer  that  question, 
but  the  figures  are  very  easily  ascertainable,  and  will  be  given 
to  you. 

Q.  Have  you  prepared,  or  have  you  at  hand,  data  which  will 
show  in  all  your  foreign  agencies,  just  what  you  have  paid  out 
in  getting  new  business  and  what  you  have  received  in  new  pre- 
miums year  by  year,  that  is,  a  condensed  table  of  the  results 
of  the  foreign  business  with  those  data?  A.  That  is  very  easily 
made. 

Q.  It  is  ?    A.  Yes,  sir. 

Q.  I  should  be  very  glad  to  have  jou  get  that  and  I  think  I 
will  postpone  further  examination  of  you A.  For  any  par- 
ticular period  of  years?  I  think  it  is  made  up  for  five  or  ten 
years. 

Q.  I  think  you  had  better  extend  it  over  the  life  of  the  agency. 
If  you  had  not  had  the  American  business  to  fall  back  upon  and 
you  could  not  have  treated  this  Australian  business  as  a  part  of 
a  total  business,  you  would  have  been  unable  to  continue  busi- 
ness on  the  basis  you  have  continued  it  in  Australia,  would  you 
not  ?  A.  Well,  as  a  proposition,  is  it  quite  the  square  deal  to 
Australia  to  pick  that  out  from  the  whole  foreign  business  and 
compare  it  with  the  American  business  ?    A.  I  don't  know 

Q.  What  I  am  getting  at  is  this:     This  Australian  business 
as  a  separate  matter  could  not  have  stood  upon  its  own  feet 
running  it  as  you  have  described  it,  with  greater  outlays  every 
year  in  getting  business  than  income.     A.   It  certainly  would 
not  be  a  paying  proposition. 

Q.  And  it  has  been  continued  simply  because  you  had  the 
total  business  of  the  company  to  fall  back  on,  in  which  the  losses 
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in  Australia  could  be  lost  sight  of.  A.  Perhaps,  perhaps.  I 
might  say  as  you  are  interested  in  Australia,  that  we  are  now 
eeiiously,  and  have  been  for  some  time  studying  the  situation, 
especially  under  the  new  administration  of  the  company,  and 
on  the  general  principle  that  we  will  not  continue  business  in . 
any  district  at  home  or  abroad  which  is  shown  to  be  perma- 
nently unprofitable  to  the  Society. 

Q.  Has  it  ever  occurred  to  you  to  attempt  to  pay  in  Aus- 
tralia the  same  rate  of  commissions  that  the  Australian  Pro- 
vident does  ?    A.  What  are  those  rates  ? 

Q.  I  am  informed  that  they  are  equal  to  abput  30  per  cent. 
A.  I  don't  know  what  your  authority  is,  but  that  strikes  me  as 
being  a  little  bit  shy  of  what  they  actually  pay. 

Q.  Do  you  know  what  they  pay?  A.  I  understand  they  pay 
more  than  that.     The  figures  can  be  variously  obtained. 

■  Q.  I  have  here  what  purports  to  be  a  revenue  account  of  the 
Australian  Mutual  Provident  Society  which  shows  the  new  pre- 
miums of  130,504  pounds,  together  with  instalments  of  first 
year's  premiums  on  policies  issued  in  1903,  making  a  total  of 
138,426  pounds  and  commissions  on  new  premiums  47,860 
pounds  ?    A.  And  what  else. 

Q.  Well,  is  there  anything  else  which  should  be  inclxided  ? 
A.  Expenses  of  administration,  medical  examination,  fees,  print- 
ing, stationery,  postage,  exchange,  etc.,  etc. 

Q.  Have  you  got  them  there,  can  you  point  them  out  ?  A. 
I  have  not  looked  at  this  publication. 

Q.  For  example  medical  fees  and  expenses  are  here  at 

A.  You  only  mentioned  commissions.     That  is  the  reason  I  said 
other  expenses. 

Q.  Medical  fee's  and  expenses,  23,347  pounds.  You  charge 
in  your  statement  those  to  the  first  year's  cost,  the  cost  of  the 
business  ?    A.  Oh,  yes. 

Q.  What  do  you  charge  in  your  statement  for  salaries  and  fees, 
expenses  and  expenses  of  management  against  the  cost  of  new 
business  ?  A.  We  charge  them  all,  and  then  make  an  allow- 
ance for  the  administration  of  the  old  business. 

Q.  W^hat  allowance  do  you  make  for  the  administration  of 
the  old  business  ?    A.  It  is  about  five  per  cent. 

Q.  Then,  of  course,  it  would  be  fair  in  dealing  with  this  Aus- 
tralian business  to  handle  that  much  in  the  same  way  and  make 
■,;p  a  similar  account  ?    A.  It  would. 
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Q.  What  commissions  do  you  pay  in  Australia?  A.  They 
vary  in  different  localities  and  with  different  managers.  We  pay 
a  brokerage,  no  renewal  commissions. 

Q.  What  has  led  the  company  to  continue  fhe  business  in  Great 
Britain  considering  the  results  you  have  stated  ?  A.  The  British 
business  is  gilt  edged  first  class  business,  a  profit  is  made  on  the 
mortality;  it  is  a  desirable  business  in  the  sense  of  longevity.  It 
is  pei'haps  one  of  the  longest  lived  businesses  on  the  books,  and 
the  business  taken  as  a  whole,  not  picking  out  one  particular  year 
or  years,  is  considered  by  the  actuaries  a  profitable  business. 

Q.  Have  you  a  statement  showing  your  gains  on  mortality  in 
Great  Britain  and  Australia  ?  A.  No,  but  one  can  easily  be  made 
by  the  actuaries. 

Q.  I  would  like  to  have  such  data  as  will  enable  us  to  see  what 
profit  there  has  been  or  lost  in  these  foreign  agencies,  and  if  you 
will  have  a  statement  made  up  showing  the  expense  they  show, 
and  also  a  statement  made  up  showing  what  gain  you  had  on 
mortality  which  should  be  taken  into  consideration  in  dealing 
with  the  business  as  a  whole,  I  shall  be  very  glad  to  have  you  sub- 
mit it,  and  we  will  suspend  with  you  now.     A.  Very  pleased. 

RASTUS  S.  KANSOM,  resumed. 

BY  ME.  HUGHES: 

Q.  Judge  Eansom,  it  appears  that  on  October  11th,  1901,  there 
was  paid  over  to  Mr.  George  H.  Squire  by  the  American  Deposit 
&  Loan  Company  an  amount  of  $22,000  and  upwards  as  profits 
of  transactions  in  Lawyers'  Title  Insurance  Company  stock  and 
Lawyers'  Mortgage  Insurance  Company  stock  on  that  day  sold 
to  the  Equitable  Life  Assurance  Society.  Have  you  a  statement 
of  those  profits  received  from  the  Arnerican  Deposit  &  Loan 
Society?  A.  Well,  I  can  hardly  say  I  have  a  statement  received 
from  that  company.     I  have  some  data  here  on  that  subject. 

Q.  Did  you  have  a  report  from  the  company?  A.  Oh,  yes,  I 
know  now  what  you  mean.     I  did  not  understand  you. 

MR.  HUGHES:  The  papers  produced  by  Judge  Ransom  ap- 
pear to  be  copies  or  duplicate  originals  of  the  papers  already 
received  from  the  American  Deposit  &  Loan  Company  as  tran- 
scripts of  their  record.  I  will  have  them  marked  for  identifica- 
tion. 

(Papers  marked  Exhibits  515  and  516  for  identification.) 
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Q.  Have  you  the  bank  book  of  Mr.  George  H.  Squire  which 
shows  the  deposit  of  the  check  for  $22,000  and  upwards  which 
was  given  by  the  American  Deposit  &  Loan  Company  to  Mr. 
Squire  for  the  profits  on  these  transactions?  A.  That  question 
covers  more  than  I  can  answer  affirmatively.  I  have  Mr.  Squire's 
deposit  book,  which  shows  under  date  of  October  11th,  1901,  a 
deposit  by  him  of  that  amount  of  money  in  the  Western  National 
Bank. 

Q.  What  amoimt  of  money?     A.  $22,754.88. 

ME.  HUGHES:  I  will  have  the  book  marked  for  identification. 
Book  marked  Exhibit  517  for  identification. 

MR.  HUGHES:  I  will  read  the  entry  in  evidence:  October 
11th,  the  year  being  1901.  A.  $22,754.88,  as  appears  by  the 
book,  placed  to  the  credit  of  Mr.  George  H.  Squire  in  his  account 
mth  the  Western  iCfational  Bank. 

Q.  Have  you  the  check  book  of  Mr.  Squire  showing  the  stub  of 
checks  given  in  division  of  that  profit  ?     A.  Yes,  sir. 

Q.  Will  you  please  produce  it  ?     A.  Here  is  the  check  book. 

MR.  HUGHES:  I  will  have  the  check  book  marked  for  iden- 
tification. 

(Check  book  marked  Exhibit  518  for  identification.) 

Q.  This  is  the  check  book  on  the  Western  National  Bank  of 
George  H.  Squire?    A.  Yes. 

Q.  Will  you  point  out  to  me  the  entry  of  the  deposit?  A. 
There  it  is. 

MR.  HUGHES:    I  will  read  it  in  evidence. 

"  October  11th  deposited  $22,754.88." 

Q.  Will  you  point  out  the  stubs  of  checks?  A.  Yes,  1,  2  and 
3  on  that  page. 

Q.  1,  2  and  3  on  that  page.     A.  Yes. 

MR.  HUGHES:    I  will  offer  that  in  evidence. 

(The  papers  admitted  and  marked  Exhibits  519,  520  and  521.) 

Q.  Are  there  any  others?    A.  Here  is  a  fourth. 

MR.  HUGHES:    I  offer  that  in  evidence, 

(Paper  marked  Exhibit  522.) 
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ME.  HUGHES:    I  will  read  these  upon  the  record. 

Q.  Have  you  the  checks  referred  to  in  those  stubs,?  A.  Yes, 
in  that  envelope.     These  are  the  four  checks  (producing  papers). 

MR.  HUGHES:    I  offer  the  four  checks  in  evidence. 

The  checks  were  marked  Exhibits  523,  524,  525  and  526. 

GEORGE  D.  ELDRIDGE,  resumed. 

BY  MR.  HUGHES: 

THE  WITE"ESS:  Before  you  begin  to  examine  me  may  I 
make  one  or  two  corrections  of  my  former  testimony? 

MR.  HUGHES:    Yes. 

THE  WITI>^ESS:  You  asked  me  regarding  comparative 
figures  of  1891  and  1899.  I  find  on  examining  the  record  that 
the  figures  in  the  blue  book  are  grossly  inaccurate.  liistead  of 
the  expenses  in  1899  being  $1,804,079  they  were  $1,367,370 
and  the  inacciiracy  seems  to  have  crept  in  by  taking  the  printed 
report  of  the  department  and  adding  to  expenses  $436,709,  that 
was  moneys  taken  from  advance  assessments  and  carried  to 
assessment  account.  H  you  will  refer  to  the  green  book  of  the 
department  of  that  year  you  will  find  the  figures  set  forth  there. 

I  also  find  that  in  1891,  where  I  stated  my  supposition  that 
the  admission  fees  were  not  carried  into  the  statements  of  re- 
ceipts and  therefore  not  to  expenses,  that  the  admission  fees  as 
reported  under  miscellaneous  questions  were  $386,170  and  $269,- 
9'91  of  that  was  carried  into  income  and  also  in  the  expenses, 
the  relative  income  of  the  two  years  being  $3,704,000  and  $5,- 
388,000. 

!N"ow  also  in  regard  to  the  assets  and  liabilities,  I  find  that 
the  blue  book  was  grossly  inaccurate  also.  The  assets  at  the  end 
of  1891  by  the  ]N"ew  York  reports,  not  including  premiums  or 
assessments  in  course  of  collection,  was  $3,419,634,  of  which 
however,  $142,782  were  items  of  agents'  balances  and  oflJce  fur- 
niture, which  was  not  admitted  by  the  ISTew  York  Department 
in  1899.  This  leaves  the  assets  at  the  end  of  1891  on  the  same 
basis  that  they  were  reported  in  1899,  as  $3,276,852,  while  at  the 
close  of  1899  they  were  $2,729,171.  On  the  same  basis  the 
liabilities  at  the  end  of  1891  were  accrued  liabilities  as  reported 
to  the  ISTew  York  Department,  accrued  liabilities,  $327,575;  losses 
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adjusted,  in  process  of  adjustment,  and  resisted,  $326,063.  But 
wken  the  Department  made  their  examination  in  1894,  they  laid 
bare  the  facts  that  at  the  close  of  1891  there  were  $523,620  of 
losses  which  were  not  reported  on  the  ground  that  no  proof  had 
been  received,  making  the  total  liabilities  instead  of  $853,000, 
$1,377,000,  and  the  liabilities  at  the  close  of  1899  were  $1,761,- 
061. 

The  Blue  Book  seems  to  have  made  its  mistake  there  by  taking 
the  admitted  assets  from  the  Green  Book  of  the  IN'ew  York 
Department,  simply  as  the  liabilities  and  adding  to  that  the  out- 
standing premiums  which  were  in  another  account,  and  calling 
those  the  assets,  so  that  none  of  those  figures  in  the  Blue  Book 
or  as  regards  income  or  as  regards  expenses,  assets  or  liabilities 
for  that  year  1899  are  by  the  New  York  Department  at  all 
accurate.     They  are  all  grossly  inaccurate. 

Q.  Did  you  examine  the  figures  in  the  Blue  Book  for  the 
years  since  1899  ?  A.  ISTo,  I  did  not.  I  have  been  so  busy  since 
that  time  that  I  have  not  examined  them. 

'Now,  in  the  matter  of  the  contingent  fund,  I  find  that  my 
testimony  was  not  absolutely  accurate,  depending  upon  my 
memory.  The  fund  was  established  by  resolution,  February 
19,  1896,  which  has  already  been  put  in  evidence,  I  think,  and 
the  audit  of  expenditures  thereunder  was  made  on  the  10th  of 
August,  1898.  At  that  time  the  original  contingent  fimd  was 
done  away  with,  and  $200  a  week  was  given  to  the  president  as 
a  contingent  fund,  but  to  be  counted  as  an  addition  to  his  com- 
pensation, his  salary  then  being  $500  a  week.  That  continued 
until  October  4,  1899,  when  I  find  a  resolution  was  passed  ap- 
proving and  ratifying  his  expenditures  and  thus  continuing  this 
fund  altogether  as  of  that  date.  Succeeding  that  date  his  salary 
was  increased  to  $700,  a  plain  salary  of  $700  a  week. 

Q.  That  is  from  what  date?  A.  That  was  from  October  4, 
1899,  and  his  receipts  under  the  contingent  fund  including  the 
$200  a  week,  what  he  drew  was  $34,700,  and  the  commission  from 
one-third  was  $52,053. 

BY  THE  CHAIRMAI^: 

Q.  After  that  increase  of  salary  was  there  no  sum  allowed 
him  for  his  expenses?     A.  No,  sir,  none  whatever. 

Q.  Directly  nor  indirectly  ?  A.  Directly  nor  indirectly,  I  may 
say  that  in  regard  to  that,   that  his  trip  to  Europe  last  year 
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which  he  took  on  the  business  of  the  Company,  he  paid  out  of.  his 
own  pocket,  and  it  was  not  paid  by  the  Company,  at  all.  I 
think  I  testified,  too,  that  he  has  never  voted  a  proxy  which  was 
given  by  Mr.  Harper. 

BY  MR.  HUGHES: 

Q.  What  was  the  date  of  that  increase  of  salary  ?  A.  October 
5th,  1899. 

Q.  Then  was  the  salary  fixed  at  a  sum  exceeding  that  which, 
had  formerly  been  paid  him,  including  the  contingent  fund? 
A.  It  was  fixed  at  the  same  amount. 

Q.  At  the  same  amount?     A.  At  the  same  amount. 

Q.  Was  that  understood  to  be  an  increase  of  salary  and  that 
the  whole  amount  paid  him  was  to  be  at  his  disposal  for  his 
own  purposes?     A.  It  was. 

Q.  What  was  the  reason  for  increasing  his  salary  at  that  time  ? 
A.  Because  we  had  done  away  with  the  contingent  fimd,  and  we 
felt  that  it  was  a  fair  salary  for  the  president  of  the  company  to 
have. 

Q.  Well,  the  condition  of  the  company's  business  was  not  such 
as  to  lead  it  to  increase  its  expenses  ?  A.  It  may  not  have  been 
such  as  to  lead  it  to  increase  its  expenses.  It  certainly  was  such 
as  to  require  the  best  possible  administration  of  its  affairs  that  it 
could  have. 

Q.  Hadn't  you  had  that  before?  A.  We  had  that  before  and 
continued  to  have  it 

Q.  Why  did  you  increase  the  salary?  A.  Because  Ave  thought 
he  was  earning  that  salary. 

Q.  Is  this  a  correct  statement  of  the  salaries  paid  by  the  Mutual 
Eeserve  Life  Insurance  Company,  or  the  Mutual  Reserve  Fund 
Life  Insurance  Company  as  it  formerly  was,  from  1881  to  date? 
A.  It  is,  barring  the  clerical  errors  there  may  be. 

Q.  Well,  it  is  furnished  as  a  correct  statement.  A  It  is  fur- 
nished, and  I  suppose  it  is  correct. 

Q.  If  there  are  any  corrections  to  be  noted,  we  want  them  to  be 
made.     A.  It  would  be  merely  clerical. 

MR.  HUGHES :    I  offer  that  paper  in  evidence. 

(Paper  Marked  Exhibit  527.) 

THE  WITNESS:  That  is  a  statement  of  salaries  connected 
with  each  office,  not  with  individuals.  I  think  I  furnished  you 
one  for  the  individuals. 
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Q.  This  is  a  statement  of  the  salaries  according  to  official  title? 
A.  Yes. 

ME.  HUGHES: 

I  will  read  it  in  evidence. 

(Exhibit  read.) 

Q.  Now,  who  was  vice-president  from  1881  to  1891  ?  A.  I 
don't  know  of  my  own  knowledge  positively  who  was  vice-presi- 
dent.    I  think  it  was  Mr.  Taylor;  I  think  there  were  several. 

Q.  Who  was  the  man  whose  salary  was  jumped  from  $950  to 
$7,800,  if  there  was  such  a  man  in  1902?  A.  I  don't  know  that  it 
was  the  same  man. 

Q.  Who  got  $7,800  from  1892  to  1895,  or  1896  ?  A.  I  think 
that  was  Mr.  Baldwin. 

Q.  What  was  the  occasion  of  the  reduction  of  the  vice-presi- 
dent's salary  from  $2,000  in  1897?  A.  My  impression  is  that 
Mr.  IBaldwin  resigned  the  first  vice-presidency,  and  that  time 
Colonel  James  was  put  —  General  James  was  put  in  as  vice-presi- 
dent, and  did  not  become  an  active  officer. 

Q.  What  was  the  reason  for  increasing  the  salary  of  the  vice- 
president  from  $10,000  in  1899?  A.  The  third  vice-president 
was  elected  vice-president.  General  James  resigned  in  that  year. 

Q.  Who  was  the  third  vice-president  ?     A.  George  D.  Eldridge. 

Q.  Yourself?     A.  Yes. 

Q.  When  did  you  become  connected  with  the  company  ?  A. 
In  1894:. 

Q.  And  that  year  you  got  $8,700?  A.  I  have  furnished  you 
Vfith  a  list  of  the  individual  ofiicers  -with  their  increases  of  salary. 
I  was  not  third  vice-president  in  1894,  but  I  was  auditor;  but  I 
have  furnished  a  list  of  each  present  officer  of  the  company  w'th 
the  several  increases. 

BY  THE  CHAIEMA]^: 

Q.  Does  any  of  your  officers  hold  more  than  one  of  those  posi- 
tions? A.  The  vice-president  is  also  the  actuary,  the  present 
second  vice-president  is  also  counsel  of  the  company. 

Q.  Then  the  salaries  to  those  positions  of  second  vice-presi- 
dent and  counselor  should  be  combined?  A.  Should  be  com- 
bined, and  the  first  vice-president  and  actuary. 

Q.  The  first  vice-president  and  actuary  should  be  combined? 
fV,  Yes. 
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BY  ME.  HUGHES: 

Q.  You  had  received  in  1897  as  third  vice-president  a  salary 
of  $15,095,  and  the  next  year,  in  1898,  the  sakfy  of  the  third 
vice-president  goes  down  to  $6,195?  A.  It  was  divided  then 
between  third  vice-president  and  actuary,  so  by  adding  the 
two,  the  actuary  and  third  vice-president  together  you  will  obtain 
the  salary  that  I  drew. 

Q.  You  have  both  offices?    A.  I  have  both  offices,  yes,  sir. 

Q.  Was  there  any  reason  for  dividing  it  that  way,  putting  one 
year  more  into  the  vice-president's  salary,  and  another  year  more 
into  the  actuarial  salary?  A.  Up  to  that  time  the  actuary  of  the 
company  had  been  practically  a  clerk  of  the  company,  I  was 
made  actuary,  and  a  fair  division  of  the  two,  one  going  to  the 
mortuary  account  and  the  other  to  the  dues  account  was  the 
reason  of  the  division. 

Q.  That  was  the  same  year  the  next  1899?  A.  The  succeed- 
ing years  since  that  time  it  has  been  divided  the  same. 

Q.  In  1899  you  became  first  vice-president?  A.  I  did  in  the 
middle  of  the  year,  I  think 

Q.  And  the  salary  of  bhat  office  was  increased;  and  who  be- 
came third  vice-president?     A.  The  third  vice-president? 

Q.  Yes.  A.  My  impression  is  Mr.  Baldwin  was  elected  third 
vice-president,  but  I  would  not  be  positive  without  looking  that 
up. 

Q.  You  have  here  a  table  showing  the  amounts  received  by 
the  individuals,  present  officers?     A.  Yes,  sir. 

ME.  HUGHES:     I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  528.) 

BY  ME.  HUGHES: 

Q.  This  table  shows  the  amounts  received  by  the  individuals 
named,  total  amounts  received  by  way  of  salary  or  conipensaltion 
for  all  the  positions  held?    A.  Yes,  sir. 

Q.  It  appears  from  this  that  Mr.  Frederick  A.  Burnham  started 
as  counsel  in  1891  and  received  $12,000  in  1892  and  1893  and 
$12,900  in  1894,  and  then  became  president  in  1895?  A.  Middle 
of  1895. 

Q.  And  retained  in  that  year — no,  he  became  president  in  that 
year,  being  counsel  up  to  the  middle  of  the  year  and  then  presi- 
dent?   A.  Yes. 

Q.  And  another  counsel  was  appointed?    A.  Yes. 
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Q.  And  liis  total  fees  or  compensation  in  1895  as  counsel  and 
president  amounted  to  $20,438,  so  that  Mr.  Burnham  as  president 
stands  as  follows: — I  will  read  this  upon  the  record. 

(Exhibit  Fo.  528  read  by  Mr.  Hughes.) 

Q.  Why  was  your  salary  increased  the  last  year?  A.  More 
duties  fell  upon  me  by  reason  of  the  doing  away  with  active  vice- 
presidents  and  the  increase  was  offered  to  me  by  the  executive 
committee. 

Q.  What  active  vice-presidents  were  done  away  with  ?  A.  The 
last  time  was  in  1902,  that  Mr.  Mabie  was  assistant  vice-president. 
That  was  abolished  in  the  beginning  of  1903. 

Q.  That  is  second  vice-president?  A.  Yes,  second  vice-presi- 
dent. 

Q.  Well,  the  second  vice-president  had  received  $2,600  in  1903 
and  1904.     Who  was  he?     A.  Mr.  George  Burnham. 

Q.  What  Mr.  George  Burnham  ?  A.  He  is  counsel  of  the  com- 
pany, also  his  position  as  second  vice-president,  is  in  connection 
with  it. 

Q.  How  long  did  he  serve  as  second  vice-president  ?  A.  He  is 
still  serving  as  second  vice-president. 

Q.  At  that  compensation?      A.  Yes. 

Q.  So  there  was  no  saving  there  ?  A.  The  saving  was  made 
at  the  beginning  of  1893  from  the  salary  of  the  second  vice-presi- 
dent, which  in  1892  was  fifteen  thousand  dollars. 

Q.  Who  was  second  vice-president  in  1902  when  the  salary  was 
$15,000  ?     A.  Charles  Mabie. 

Q.  Did  he  retire  from  the  company  ?     A.  He  did. 

Q.  Are  not  his  duties  performed  by  Mr.  George  Burnham  ?  A. 
They  are  not,  no,  sir. 

Q.  Then  why  should  Mr.  George  Burnham  get  the  salary  ?  A. 
Mr.  George  Burnham  is  the  second  vice-president  of  the  company 
and  is  paid  a  salary  for  that  position,  and  of  course  discharges  the 
duties  in  the  absence  of  both  the  president  and  myself  and  has 
certain  executive  duties  to  perform. 

Q.  He  discharged  the  duties  of  the  second  vice-president?  A. 
He  discharged  the  duties  of  the  executive  officers  of  the  company 
in  the  absence  of  the  president. 

Q.  Those  are  the  duties  of  the  second  vice-president  ?     A.  Yes. 

Q;  Do  you  discharge  the  duties  of  second  vice-president?  A. 
JTo,  sir. 
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Q.  Then  why  should  you  get  any  money  because  of  any  change 
in  the  second  vice-president  ?  A.  Eor  one  reason  the  diminution 
of  officers  increased  the  duties  that  fell  upon  the  remaining  offi- 
cers ;  for  a  second  reason  it  was  offered  me  by  the  executive  com- 
mittee and  I  felt  that  a  man  occupying  the  position  and  doing  the 
Avork  I  was  was  entitled  to  that  salary,  and  I  accepted  it. 

Q.  You  have  had  a  great  deal  of  work  to  do,  have  you  not? 
A.   ^Yell,  I  have  been  told  that  I  am  a  hard  working  man. 

Q.  The  next  item  on  your  list  is  George  Burnham,  Jr.,  second 
vice-president  and  counsel.  What  relation  is  he  to  the  president  ? 
A.  He  is  a  brother. 

MR.  HUG-HES:    The  statement  is  as  follows: 

1895  Counsel  51/2  months $3,300 

1896  Counsel    9,000 

1897  Counsel  .  ., 9,000 

1898  Counsel 9,000 

1899  Counsel  and  second  vice-president 14,400 

1900  Coimsel  and  second  vice-president 14,700 

1901  —  Counsel  —  is  that  only  coimsel  ? 

THE  WITNESS:    That  is  only  counsel. 

Q.  Counsel  $11,400?     A.  $11,400. 

Q.  1902  Counsel  and  third  vice-president  $14,850.  1903  — 
is  that  right? 

THE  WITNESS:    Yes. 

ME.    HUGHES:     1903    Counsel    and    second    vice-president 
$17,000. 
1904  Counsel  and  second  vice-president  $17,000. 

Q.  Well,  it  would  appear  by  this  that  he  was  second  vice- 
president  from  1899  to  1902?  A.  No,  he  was  second  vice-presi- 
dent in  1899,  and  in  J.900 — in  1901  he  was  not  second  vice-presi- 
dent—in 1902  he  was  third  vice-president,  and  in  1903  on  the 
retirement  of  Mr.  Maljie  he  was  made  second  vice-president,  and 
remained  so  since  theji. 

Q.  Mr.  Mabie  was  vice-president  how  long?  A.  Mr.  Mabie — 
I  think  that  Mr.  Mabie  took  the  title  of  vice-president  in  1901 
some  tin:e — that  is  my  impression  now. 

Q.  Who  is  Mr.  (Jeorge  W,  Harper?  A.  He  is  a  brother  of  Mr. 
E,  G.  Harper,  -  -.  . 
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ME.  HUGHES:  The  next  statement  is  George  W.  Harper, 
treasurer,  as  follows: 

1894  Claim  department  30  weeks $2,286 

1895  Claim  department  ^0  weeks 5,000 

1896  Claim  department  30  weeks 5,112 

1897  Claim  department  30  weeks 7,450 

1898  Claim  department  30  weeks 6,900 

1899  Treasurer 6,500 

And  from  1900  to  1904  inclusive  treasurer  at  the  same  rate. 

WR.  HUGHES:  The  next  is  Charles  W.  Camp,  secretary-, 
starts  in  1893  with  24  weeks,  $2,400;  1894  Secretary  49  weeks 
$5,900. 

THE  WITIfESS:    $5,200. 

ME.  HUGHES:  $5,200  and  remained  at  that  rate  until  1897, 
1898,  $4,310j  1899  to  1902,  inclusive,  $3,484;  1903,  $3,860; 
3  904,  $3,900. 

Eobert  L.  Jones,  Assistant  Secretary,  his  salary,  the  maximum, 
1901  to  1904,  is  $2,600. 

Q.  William  Eldridge,  Assistant  Secretary — is  he  a  relative  of 
yours?    A.  A  son. 

ME.  HUGHES:  And  his  maximum  salary  as  assistant  secre- 
tary in  1903,  $2,018;  1904,  $2,560. 

William  Porter,  Comptroller,  his  maximum  salary  in  1903- 
1904,  $4,160. 

James  W.  Bowden,  Medical  Director,  his  salary  secins  to  have 
Leen  reduced;  it  was  $7,800,  in  1894  and  1895,  was  it  not? 

THE  WIT^TESS:    Yes. 

ME.  HUGHES:  Then  it  became  in  1898,  $6,001,  at  which  it 
remained  to  1902,  and  1903,  $6,087;  1904,  $6,500. 

Mr.  Brown,  Assistant  Medical  Director,  his  maximum  salary 
i--.  $2,080,  in  1903,  and  1904. 

Q.  I  asked  you  the  other  day  about  a  policy  on  the  life  of 
David  Hall,  40,291,  issued  in  December,  1885,  for  $5,000;  I 
asked  you  whether  at  the  expiration  of  the  first  quinquennial 
period  he  stated  in  Mr.  Hall's  letter  to  Governor  Folk,  the  bond 
was  issued  for  an  apparent  excess  to  meet  mortuary  claims  and 
reserves  payable  ten  years  thereafter,  and  whether  at  the  expira- 
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tion  of  ten  years  the  assessinents  were  levied  sufficient  in  amount 
lo  Avipe  out  the  credit.  Have  you  looked  that  up?  A.  That 
bond  was  issued  and  there  is  a  copy  of  it  (producing  paper)  and 
a  copy  of  his  drafts. 

Q.  This  is  the  bond  ?  A.  That  is  a  copy.  Here  is  the  original. 
Of  course,  it  is  part  of  our  archives.  The  bond  was  issued  and 
he  applied  it  to  the  payment  of  assessments,  which  had  the  bond 
not  been  matured  he  would  have  been  required  to  pay  in  cash. 

Q.  This  bond  was  for  what  amoimt  ?     A.  $87.14. 

Q.  $87.14,  and  when  was  that  payable  or  the  subject  of  credit? 
It  was  apparently  issued  on  December  18th,  1890.  A.  It  was 
issued  as  of  the  1st  day  of  April,  1891,  and  it  became  available 
from  and  after  the  first  of  April,  1901. 

Q.  JSTow,  at  or  about  April,  1901,  what  assessment  charges 
were  there  against  this  credit?  A.  April  1st,  1901,  the  assess- 
ment was  $22.65.  That  he  paid  in  cash.  June  1st  it  was  the 
same  and  that  he  paid  by  bond. 

Q.  By  use  of  this  bond?  A.  By  use  of  the  bond.  August  1st 
it  was  the  same,  and  that  he  paid  by  use  of  the  bond.  October 
1st  it  was  the  same  and  that  he  paid  by  use  of  the  bond.  De- 
cember 2d  there  was  $19.19  of  the  bond  left  and  he  paid  the 
$5.36  additional  in  cash,  making  the  sum. 

Q.  "Were  there  any  special  assessments  in  that  year?  A.  There 
were  three  special  assessments  in  that  year. 

Q.  What  were  they?     A.  $22.65  each. 

Q.  Those  were  special  assessments?  A.  ISTo;  those  were  the 
regular  assessments. 

Q.  And  the  three  special  assessments  were  of  the  same  amoimt? 
A.  Yes. 

Q.  Making  how  much  of  that  year  of  special  assessments?  A. 
$67.95. 

Q.  And  when  were  those  special  assessments  levied?  A.  They 
Avere  levied  in  July,  September  and  ISTovember. 

Q.  Mr.  Hall  says  that  upon  the  expiration  of  the  second  quin- 
quennial period  another  bond  was  issued.  Have  you  that?  A. 
There  it  is — $35.48.     He  has  kept  that.     He  still  has  that. 

Q.  That  is  for  $35.48?     A.  Yes;  he  still  holds  that. 

Q.  That  he  still  holds  as  he  stated  in  his  letter?    A.  Yes. 

Q.  And  he  said  at  the  expiration  of  the  third  quinquennial 
period  he  was  notified  that  he  owed  the  Mutual  Reserve  some- 
thing like  thirteen  hundred  dollars,  and  that  if  it  was  not  paid 
it  would  be  chargeable  as  a  lien  against  his  policy;  is  that  rjo'ht? 
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X.   That  is   the   lien   that   was    explained  in   my  testimony   on 
Thursday  last  week. 

Q.  And  that  carries  5  per  cent,  interest?     A.  Yes,  sir. 

Q.  lie  says  further  that  the  company  has  collected  from  him 
on  liis  policy  during  the  current  twelve  months,  his  letter  being, 
datfd  August  3,  1905,  $305. Y5,  or  at  the  rate  of  $61  per  thousand 
on  tJie  full  five  thousand  dollars,  or  over  $76  per  thousand  on  the 
face  of  the  policy  after  deducting  the  lien.  Is  that  correct?  A. 
His  payments  up  to  the  present  time  are  $249.35  and  there 
will  be  another  assessment  to  pay  this  year  of  $30.15,  and  the 
annual  reserve  dues  are  ten  dollars — $289.50. 

Q.  Will  be  the  total  amount  for  1905?     A.  Yes,  sir. 

Q.  Does  that  include  the  special  assessment  of  November  1st? 
A.  Yes — oh,  no;  he  was  not  liable  for  November. 

Q.  He  is  not  liable  for  that?     A.  No,  sir. 

Q.  What  rate  is  that  a  thousand?  A.  That  would  be  at  tho 
rate  of  $57.90  on  a  thousand  on  the  basis  of  five  thousand  dollars. 

Q.  That  is  on  a  basis  of  $5,000?     A.  Yes. 

Q.  And  what  rate  on  the  basis  of  the  policy  less  the  lien  ?  A. 
About  $75.00. 

Q.  I  have  here  policy  No.  313,504  for  $100,000  issued  De- 
cember 19,  1896,  by  your  company.  Is  this  one  of  the  policies 
upon  which  the  assessment  of  November  1st  is  levied  (showing- 
witness  policy)?     A.  It  is. 

ME.  HUGHES:  I  read  from  this  policy  the  body  of  it  as 
follows,  leaving  out  the  name  of  the  insured.  "No.  815,505; 
amount,  $10,000;  Mutual  Reserve  Tund  Life  Association,  incor- 
porated; Home  Office,  Mutual  Eeserve  Building,  Broadway  and 
Duane  Street,  New  York,  U.  S.  A.  In  consideration  of  the  ap- 
plication for  this  policy  which  is  hereby  made  a  part  of  this  con- 
tract, and  of  a  first  payment  of  $103.96  to  be  actually  madei  in 

cash  on  or  before  the  delivery  hereof,  hereby  receives of 

county  and    State  of as 

a  member  of  said  Society  upon  the  condition  of  the  payment  in 
advance  of  $23.90  for  premiums  on  the  19th  day  of  the  month 

of ,  April,  June,  August,   October,  December  a,nd 

February  in  every  year  during  the  continuance  of  this  policy, 

there  shall  be  payable  to of county 

of State  of if  living  at  the  timd 

of  the  death  of  said  member,  otherwise  the  executors  or  adminis- 
trators of  said  member,  the  sum  of  $10,000  at  the  home  office 
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of  the  Association  in  the  Oity  of  New  York,  within  ninety  days 
after  acceptance  of  evidence  satisfactory  to  the  Association  of 
the  death  of  said  member,  subject  to  the  benefits  and  provisions 
stated  on  the  second  page  of  this  policy  which  are  hereby  made  a 
part  hereof. 

In  the  event  of  the  total  permanent  disability  of  said  member 
shall  wholly  incapacitate  him  from  doing  any  labor  or  business, 
established  to  the  satisfaction  of  the  Association  as  hereinafter 
provided  while  this  contract  is  in  force  and  the  surrender  and 
cancellation  thereof,  there  shall  be  paid  said  member  one-half 
of  the  principal  sum  above  at  the  place  and  within  the  time 
hereinbefore  mentioned.  In  witness  whereof  the  said  Mutual 
Reserve  Fund  Life  Association  has  caused  this  policy  to  be  signed 
by  the  president  or  vice-president  and  secretary  or  assistant  secre- 
tary at  the  city  of  New  York,  the  19th  day  of  September,  1896." 

Q.  I  call  attention  to  the  words  "  And  upon  the  condition  of 
the  payment  in  advance  of  $23.90  for  premiums  on  the  19th  day 
of  the  month  of  April,  June,  August,  October,  December,  Febru- 
ary in  every  year  during  the  continuance  of  the  policy."  There 
was  no  suggestion  on  the  face  of  the  policy  that  any  additional 
amount  would  be  required?  A.  There  is  no  statement  there  ex- 
cepting the  reference  to  the  provisions  on  the  second  page,  as  those 
are  the  regular  stated  premiums  to  be  paid  in  any  event. 

Q.  Is  this  assessment  of  November  1st  in  addition  to  these 
regular  stated  premiums?     A.  They  are — it  is. 

Q.  Now,  there  is  a  provision  here  on  the  face  of  Lhe  policy: 
"  Subject  to  the  benefits  and  provisions  stated  on  the  second 
page ;"  and  all  the  provisions  stated  on  the  second  page  are  made 
part  of  the  policy  ?     A.  Yes. 

Q.  Now,  will  you  point  out  the  provisions  on  the  second  page 
which  are  relied  upon  by  the  company  as  showing  its  right  to 
charge  the  insured  more  than  this  sum  that  is  stated  on  the  first 
page?     A.  It  is  the  fifth  provision. 

Q.  The  fifth  provision  ?     A.  Yes. 

MK  HUGHES :  I  wiU  read  this  in  evidence.  On  the  dates 
named  on  the  first  page  hereof  in  each  year  during  the  continu- 
ance of  this  policy  there  shall  be  due  to  the  association  for  pre- 
miums the  amount  mentioned  on  said  first  page,  or  such  multi- 
ple or  issue  thereof  as  its  executive  committee  may  determine. 
From  the  renewal  premiums  thus  received  after  the  first  year 
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there  shall  be  deducted  the  amomit  included  therein  for  dues 
for  expenses  and  other  expenses  chargeable  against  moneys  re- 
ceived from  the  mortuary  calls  as  provided  in  the  constitution 
or  by-laws,  medical  fees,  the  amounts  paid  for  the  surrender  and 
cancellation  of  policies,  and  after  paying  the  death  and  disability 
claims  through  the  death  fund,  the  remainder  shall  be  added  tc! 
the  reserve  or  emergency  fund. 

Q.  It  is  the  first  clause  of  that  paragraph  to  which  you  refer  ? 
A.  Yes. 

Q.  So  that  by  incorporating  this  in  the  provisions  of  the  policy 
it  is  provided  that  the  insured  shall  pay  the  amount  stated  on  the 
first  page  or  any  multiple  or  ratio  thereof  ?    A.  Yes,  sir. 

Q.  And  miiltiple  means  two  times,  three  times,  four  times  or 
any  number  of  times  ?    A.  Yes,  sir. 

Q.  Or  ratio  thereof — ^what  does  that  mean?_  A.  Should  have 
the  same  ratio  that  would  bear  to  other  contracts  of  a  similar 
chaaracter. 

Q.  It  says  "  shall  pay  such  multiple  or  ratio  thereof  " — that  is 
a  ratio  of  the  amount  ?    A.  It  would  be  a  proportion. 

Q.  Proportion  is  meant — ^not  ratio  ?    A.  Yes. 

Q.  Such  proportion  thereof  as  the  Executive  Committee  may 
determine,  so  really  in  this  class  of  policies,  I  suppose — and  I 

suppose  there  are  large  numbers  of  this  class A.  With  that 

particular  provision  the  number  is  veiy  small.  We  made  a  change 
in  it  very  soon  after  issuing  it. 

Q.  In  other  words  this  assessment  of  November  1st  is  a  mul- 
tiple or  ratio  ?    A.  It  is  a  proportion. 

Q.  Of  the  amount  stated  on  the  first  page  ?    A.  Yes,  sir. 

Q.  And  any  amount  which  you  chose  to  assess  would  be 
some  multiple  or  proportion  of  the  amount  stated  in  the  policy  ? 
A.  Any  amounts  that  we  would  be  obliged  to  assess  a  proportion 
of  are  multiples  of  the  amount  stated  in  the  policy. 

Q.  And  the  only  advice  to  one  taking  this  class  of  policy  that 
he  would  have  to  pay  any  more  than  the  sum  stated  as  premiums 
on  the  first  page  is  that  clause  of  Paragraph  5  ?  A.  That  is  the 
provision  of  the  payment. 

(Adjourned  to  November  29th,  1905,  at  10.30  A.  M.) 


COUNCIL  CHAMBER, 

City  Hall,  New  Toek  Citt. 

ISTovember  29,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

CHAELES  P.  McClelland,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  McClelland,  you  are  an  attorney  at  the  Bar  of  the  Su- 
preme Court  of  the  State  of  New  York  ?     A.  Yes,  sir. 

Q.  How  long  have  you  been  a  member  of  the  Bar  ?  A.  Twenty- 
five  years  next  April,  I  think. 

Q.  What  is  your  residence  ?     A.  Dobbs  Eerry,  New  York,  sir. 

Q.  You  have  been  a  member  of  the  Legislature  of  the  State  of 
New  York  ?     A.  Yes,  sir. 

Q.  During  what  period  ?  A.  I  was  first  elected  a  member  of 
the  Assembly  twenty  years  ago. 

Q.  In  1885?  A.  In  1885;  I  served  in  the  Legislature  from 
1885  until  1886. 

Q.  During  those  years  were  you  a  member  of  any  committee  of 
the  House  ?  A.  Yes,  sir,  I  was  a  member  of  the  Insurance  Com- 
mittee in  each  House,  and  I  think  the  Committee  on  Villages  and 
probably  some  other  minor  committee. 

Q.  Is  that  your  entire  service  in  the  Assembly?  A.  No,  sir. 
I  was  re-elected  to  the  Assembly  of  1891  and  that  year  I  was 
Chairman  of  the  Ways  and  Means  Committee,  and  I  think  I  was 
a  member  of  the  Insurance  Committee,  but  if  I  was  I  was  not 
able  to  devote  any  time  to  it  because  my  whole  time  was  taken  up 
with  the  Ways  and  Means  Committee. 

Q.  Between  1886  and  1891  were  you  a  member  of  the  Legis- 
lature ?     A.  No,  sir. 

Q.  During  that  period  were  you  practising  law?  A.  Erom 
1886,  I  think  December,  1886,  until  the  spring  of  1890  I  was  in 

3030 


Testimony  of  Charles  P.  McClelland.  3031. 

charge  of  the  law  department  of  the  Custom  House  and  Chief 
Deputy  Collector. 

Q.  "When  did  you  again  enter  the  Legislature  after  your  term 
of  service  as  Assemblyman  in  1891  ?  A.  1891  —  in  the  fall  of 
1891  I  was  elected  to  the  Senate.  I  served  in  the  Senate  of  1892 
and  1893. 

Q.  Were  you  on  any  committee  of  the  Senate  ?  A.  I  was  on 
the  Committee  on  Judiciary,  Committee  on  Eailroads,  Committee 
on  Insurance  and  I  believe  the  Committee  on  State  Prisons. 

Q.  Were  you  chairman  of  the  Insurance  Committee  ?  A.  Yes, 
sir. 

Q.  During  the  entire  time  that  you  were  in  the  Senate?  A. 
Yes,  sir. 

Q.  Di_d  you  enter  the  Senate  again  ?  A.  I  entered  the  Senate 
again  in  1903. 

Q.  Between  1893  and  1903  were  you  in  the  Legislature  ?  A. 
Xo,  sir. 

Q.  Were  you  practising  law  during  those  years  ?  A.  Yes,  sir, 
u  n  i  nterruptediy. 

Q.  In  the  fall  of  1902  you  were  elected  to  the  Senate  ?  A. 
Yes,  sir. 

Q.  And  entered  upon  your  duties  in  1903  ?     A.  Yes,  sir. 

Q.  Wereiyou  a'inember  of  any  committee  of  the  Senate  in  1903  ? 
A.  I  was  a  member  of  the  Committee  on  Insurance,  Committee 
on  Villages,  and  I  really  don't  recall  whether  I  was  a  member  of 
any  other  minor  committee.    I  remember  those  two. 

Q.  How  long  did  you  remain  in  the  Senate?  A.  Just  the 
Senate  of  1903.  I  resigned  during  the  interval  between  the  ad- 
journment of  1903  and  the  reconvening  of  the  Legislature  of 
1904. 

Q.  And  you  then  became  United  States  Appraiser  ?  A.  United 
States  General  Appraiser,  yes,  sir. 

Q.  And  you  hold  that  office  to-day?    A.  Yes,  sir. 

Q.  When  were  you  first  retained  for  any  insurance  interests? 
A.  I  have  been  doing  business  for  the  Mutual  Life  Insurance 
Company  - —  I  could  not  name  the  year,  it  was  some  time  in  the 
nineties;  I  could  not  name  the  year;  I  have  not  looked  up. 

Q.  Through  whom  were  you  retained?  A.  Well,  I  think  the 
first  business  I  got  from  the  company  came  from  Charles  F. 
Ulrich.  When  I  was  special  deputy  Collector  he  was  president 
of  the  old  Immigration  Commission  and  we  came  together  very 
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often  in  the  determination  of  whether  certain  emigrants  should 
be  landed;  at  that  time  it  was  the  business  of  the  Collector  to  pass 
upon  the  fitness  of  emigrants,  and  we  got  quite  well  acquainted 
and  when  I  got  out  and  went  practising  law  I  think  it  was  after 
I  became  a  tenant,  or  my  firm  became  tenants,  in  the  Mutual  Life 
Building. 

Q.  And  when  was  that?  A.  That  was  probably  in  1895;  I 
woxild  not  be  sure  as  to  the  year. 

Q.  And  how  long  was  your  firm  tenants  in  the  Mutual  life 
Building?  A.  From  the  time  we  entered  until  the  time  I  ceased 
to  practice  law  —  a  little  over  two  years  ago. 

Q.  In  1903?    A.  1903,  yes,  sir. 

Q.  Do  you  know  Andrew  C.  Fields?    A.  I  do,  yes. 

Q.  How  long  have  you  known  him?    A.  Over  thirty  years. 

Q.  He  was  a  resident  of  Dobbs  Ferry?    A.  Yes,  sir. 

Q.  And  you  naturally  came  into  communication  with  him  fre- 
quently?   A.  We  were  very  close  friends,  yes,  sir. 

Q.  Was  he  active  in  politics?  A.  Well,  some  years  ago  he  was 
was  quite  active  in  Democratic  politics. 

Q.  How  many  years  ago  ?  A.  Well,  I  should  think  —  I  should 
thing  probably  before  1890. 

Q.  Hasn't  he  been  active  in  politics  in  Westchester  County  in 
the  last  ten  years?  A.  No,  he  has  not,  and  whatever  activities 
he  had  it  did  not  suit  me;  he  went  wrong,  according  to  my  notion, 
in  1896. 

Q.  What  was  he  doing  at  that  time  which  was  contrary  to  your 
notion  ?  A.  Well,  I  thought  he  was  becoming  more  or  less  of  a 
E«publican.    I  am  a  Democrat. 

Q.  He  had  prior  to  that  time  acted  with  the  Democratic  party? 
A.  Yes,  sir;  he  was  on  the  State  Committee  and  at  one  time  —  I 
think  probably  for  three  or  four  years,  he  was  on  the  Democratic 
State  Committee. 

Q.  Did  he  assist  you  in  your  campaign  for  the  Assembly  in 
1890  when  you  were  elected  for  the  year  1891?    A.  Yes,  sir. 

Q.  Did  he  contribute  to  the  expense  of  that  campaign?  A. 
Well,  he  may  have. 

Q.  Do  you  know  what  he  contributed?  A.  No,  sir,  I  do  not. 
He  supported  me  loyally. 

Q.  He  was  a  political  supporter  as  well  as  a  man  whom  you 
knew  intimately?  A.  Yes,  sir;  I  think  he  would  have  supported 
me  no  matter  what  ticket  I  ran  on. 
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Q.  Did  he  support  you  against  Mr.  Bums  later?  A.  "Well,  I 
was  a  little  bit  suspicious  about  that. 

Q.  When  was  that?  A.  That  was  in  the  fall  of  1891.  I  had 
to  read  the  riot  act  to  some  of  my  friends  at  that  time;  he  was  one 
of  them. 

Q.  That  was  when  you  were  running  for  the  Senate?  A.  No, 
that  Avas  when  I  was  running  for  the  Assembly;  I  ran  against 
Burns  for  the  Assembly  in 

Q.  1890?     A.   1890. 

Q.  I  thought  you  first  said  Fields  supported  you  in  that  cam- 
paign ?  A.  AVell,  I  think  I  was  a  little  mixed  on  the  two  years. 
I  am  inclined  to  think,  however,  that  towards  the  end  he  did 
support  me  but  at  the  beginning  I  was  a  little  bit  suspicious. 

Q.  What  was  his  attitude  toward  your  candidacy  for  the  Senate 
in  1891  ?     A.    I  believe  he  supported  me  for  the  Senate  loyally. 

Q.  You  understood  he  was  connected  with  the  Mutual  Life 
Insurance  Company  ?      A.    Oh,  yes,  sir,  I  knew  it. 

Q.  Do  you  know  for  how  many  years  he  has  been  connected 
with  the  Mutual  Life  Insurance  Company  ?  A.  Well,  I  think 
he  had  been  connected  with  the  Mutual  Life  Insurance  Company 
all  of  the  years  that  I  have  known  him,  in  one  capacity  or  an- 
other. He  was  a  very  young  man,  I  think  comparatively  young 
man,  when  I  knew  him  first. 

Q.  Was  Mr.  Bums  of  Yonkers  on  the  Insurance  Committee 
of  the  Assembly  at  any  time?  A.  Well,  I  would  not  want  to 
swear  as  to  that. 

Q.  Do  vou  know  whether  he  was  on  the  Senate  Insurance  Com- 
mittee in  1896,  1897  and  1898  ?     A.    I  beg  pardon? 

Q.  Do  you  knew  whether  he  was  on  the  Senate  Insiirance  Com- 
mittee in  1896,  1897  and  1898?     A.  I  really  don't  know,  sir. 

Q.  Do  you  know  whether  he  had  Mr.  Fields'  support  ?  A.  No, 
I  do  not.  At  that  time  Mr.  Fields — ^what  years  did  you  name 
again  ? 

Q.  I  referred  in  connection  with  Mr.  Burns  to  1896,  1897  and 
1898.  A.  Those  are  the  years  I  did  not  think  Mr.  Fields  was 
supporting  the  Democratic  party.  Very  likely  he  might  have 
been  with  Mr.  Burns. 

Q,  You  don't  know  as  to  the A.    I  don't  know,  no,  sir, 

because  I  was  not  active  myself  in  those  years. 

Q.  In  your  earlier  term  in  the  Senate  of  1892  and  1893  you 
iiavc  said  you  were  chainnaJi  of  the  Insura-nce  OomroJttee  ?  A. 
Yes,  sir. 
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Q.  Did  you  have  any  interview  with  Mr.  Fields  regarding 
your  apjDointment  on  the  Insurance  Committee?  A.  No,  sir. 
If  you  will  permit  me  to  state  I  was  very  anxious  to  avoid  being 
on  the  Insurance  Committee. 

Q.  You  didn't  go  on  then  voluntarily?  A.  No,  sir.  I  wanted 
to  be  chairnii-n  of  the  Finance  Committee. 

Q.  Did  ycu  request  Mr.  Fields  to  interest  himself  in  your 
behalf  to  gel;  on  the  Insurance  Comraittee?  A.  No,  sir,  but 
I  spoke  to  Governor  Hill  about  it. 

Q.  About  what  ?  A.  About  having  me  assigned  to  the  Finance 
Committee. 

Q.  And  about  your  desire  not  to  go  on  the  Insurance  Commit- 
tee ?  A.  Well,  I  don't  know  as  I  expressed  not  to  go  on  because 
I  did  not  know  as  I  was  going  on. 

Q.  You  did  not  know  anything  about  it  prior  to  your  appoint- 
ment ?  A.  No,  sir,  but  I  got  on  the  Insurance  Committee.  Gen- 
eral Husted  put  me  on  the  Insurance  Committee  when  I  first  went 
to  the  Legislature  and  it  seemed  as  though  I  could  not  get  off  it 
after  that. 

Q.  General  Husted  put  you  on  in  1885  and  1886  ?  A.  Yes, 
sir,  put  me  on  in  1885  and  I  think  it  followed 

Q.  What  do  you  mean  by  saying  that  he  put  you  on  ?  A.  I 
think  he  was  instrumental  in  putting  me  on. 

Q.  Was  he  Speaker  of  the  Assembly  at  that  time?  A. 
No;  George  Z.  Erwin  was  elected  Speaker  over  Husted  in 
1885;  but  Husted  was  the  leader  —  the  Republican  leader  and 
I  was  from  Husted's  own  county  and  although  we  differed 
politically  we  were  very  good  friends.     I  was  young  at  the  time. 

Q.  Had  it  come  to  your  attention,  that  Mr.  Fields  has  been  very 
active  in  securing  appointments  on  insurance  committees?  A.  In 
1885? 

Q.  At  any  time?  A.  Mr.  Fields  was  not  known  in  1885,  I 
guess,  in  politics. 

Q.  In  later  years  or  at  any  time?  A.  No,  sir.  I  do  not  believe 
I  knew  Mr.  Fields  had  anything  to  do  with  my  appointment  on 
those  committees. 

Q.  Did  you  know  of  his  activity  in  securing  any  appointments 
on  thofe  committees?     A.   Sir? 

Q.  Did  you  know  that  he  was  active  at  any  time  in  securing 
any  ap'pointments  to  those  committees?    A.  No,  I  don't  know— 
beycnd  a  supposition. 
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Q.  Did  yon  ever  have  any  talk  with  Mm  about  such  matters? 
A.  i  think  I  might  safely  say  that  in  1891  I  expressed  to  him  my 
desire  not  to  be  on  the  Insurance  Committee. 

Q.  How  did  you  happen  to  express  it  to  him?  A.  Oh,  be- 
cause  

Q.  MJeet  him  frequently?  A.  There  was  hardly  any  subject 
that  he  and  I  did  not  converse  upon — as  two  men  friends  woiUd. 

Q.  Was  that  so  also  during  1892  and  1893  when  you  were  in 
the  Senate?    A.  Was  that  so? 

Q.  Then  you  were  meeting  Mr.  Fields  frequently  and  convers- 
ing with  him?     A.  Yes. 

Q.  IHd  you  talk  with  him  in  regard  to  insurance  matters  that 
were  before  the  Legislature?  A.  Well,  I  cannot  remember  as  to 
that.  I  probably  did;  but  I  don't  remember,  it  is  a  long  time  ago; 
I  won't  deny  it. 

Q.  In  1903  you  went  back  to  the  Senate  and  went  on  the  In- 
surance Committee?    A.  Yes,  sir. 

Q.  In  what  way  did  you  happen  to  be  appointed  on  the  Insur- 
ance Committee  in  1903?  A.  Well,  I  don't  know,  sir,  but  Sen- 
ator Qrady  will  confirm  me  in  saying — he  was  the  Democratic 
leader  and  I  went  to  him  and  expressed  a  desire  to  be  on  the  Judi- 
ciary Committee  because  the  work  was  agreeable  to  me;  I  pre- 
ferred it. 

Q.  Did  you  have  occasion  to  meet  Mr.  Fields  from  lime  to  time 
between  1893  and  1903  when  you  were  not  in  the  legislature?  A. 
Oh,  yes,  we  spent  a  great  deal  of  time  together. 

Q.  For  what  purpose?  A.  Well,  socially;  our  families  are  very 
intimate — no  two  families  more  intimate  than  his  and  mine. 

Q.  And  during  that  period  when  you  were  not  in  the  Legis- 
lature did  you  discuss  insurance  matters  with  him?  A.  I  have  dis- 
cussed insurance  matters  with  him  at  the  office  and  may  have  away 
from  the  office,  and  may  have  I  say  when  I  was  not  at  the  office. 

Q.  Well,  at  Dobbs  Ferry?     A.  Yes. 

Q.  You  would  meet  him  from  time  to  time.  You  were  aware, 
were  you  not,  that  Mr.  Fields  was  looking  after  legislation  for  the 
Mutual  Life  Insurance  Company?  A.  I  knew  that  he  went  to 
Albany  as  representative  of  the  Mutual  Life,  yes,  sir. 

Q.  And  when  did  that  first  come  to  your  knowledge?  A.  Oh, 
quite  a  number  of  years  ago— I  think  probably  before  1890. 

Q.  Did  you  know  what  he  did  in  Albany?  A.  No,  sir,  I  did 
not. 
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Q.  Did  you  ever  know  of  his  appearing  before  any  Committee 
of  either  house?    A.  No,  sir,  nobody  else,  I  don't  imagine. 

Q.  What  did  you  understand  that  he  was  doing  in  looking  after 
legislation?  A.  Well,  sir,  I  thought  that  Mr.  Fields  was 
at  Albany  just  as  I  thought  Mr.  Justice  Frank  M.  Scott,  when 
he  was  in  the  Corporation  Counsel's  office  was  there  looking  after 
the  City;  Justice  John  Proctor  Clarke  used  to  be  there  to  repre- 
sent the  City.  I  have  known  men  to  be  there  representing  labor 
organizations,  railroad  enterprises,  Sabbath  observance  societies, 
and  all  kinds  of  representatives  there. 

Q.  You  have  referred  to  Judge  Scott  and  Judge  Clarke.  I 
suppose  you  mean  when  they  were  corporation  counsels?  A. 
That  is  what  I  mean. 

Q.  When  each  one  was  corporation  counsel?  A.  When  they 
were  corporation  counsels,  looking  after  the  City. 

Q.  Well,  you  saw  them  in  Albany  from  time  to  time  attend- 
ing on  matters  pertaining  to  the  interest  of  the  City,  and  acting 
as  cor})oration  counsel?  A.  I  think  that  the  City  has  a  repre- 
sentative there  every  winter  throughout  the  legislative  session. 

Q.  Well,  you  saw  such  representatives  in  attendance  on  com- 
mittees, didn't  you  ?    A.  Yes,  sir. 

Q.  And  you  saw  them  at  the  Capitol?    A.  What,  sir. 
Q.  At  the  Capitol  ?    A.  Yes,  sir. 

Q.  Did  you  ever  see  Mr.  Fields  at  the  Capitol?  A.  I  have 
seen  him  in  the  gallery  once  or  twice,  I  think. 

Q.  Have  you  only  seen  him  at  the  Capitol  once  or  twice 
through  all  the  years  you  have  known  him?  A.  I  think  I  can 
safely  say  that  ia  all  the  years  I  have  known  him,  half  a  dozen 
times  would  cover  it. 

Q.  Is  it  not  a  fact  that  he  very  rarely  went  to  the  Capitol? 
A.  That  is  true,  I  believe. 

Q.  Is  it  not  a  fact  that  he  never  appeared  openly  in  connee- 
tion  with  any  matter  of  legislation  so  far  as  you  know  ?  A.  That 
is  also  true. 

Q.  Isn't  that  a  very  important  distinction  between  his  efforts 
and  those  of  the  Corporation  Counsel  of  the  City  of  New  York? 
A.  Well,  the  difference  between  men  accounts  for  it.  Mr.  Fields 
is  a  man  who  could  not  make  an  argument  for  anything  anywhere. 
Judge  Scott  and  Judge  Clarke  could. 

Q.  If  Mr.  Fields  could  not  make  an  argument  and  did  not  go 
to  the  Capitol  but  very  rarely,  what  did  he  do  ?■  A.  I  dou't  kuow^ 
sir. 
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Q.  What  did  you  understand  tiiat  he  was  doing  in  looking  after 
legislation?    A.  Sir? 

Q.  What  did  you  understand  he  was  doing  in  l«oking  after 
legislation?  A.  Well,  it  would  be  a  guess  on  my  part.  I  sup- 
posed he  was  reporting  to  his  company  what  legislation  was  there 
tliat  might  be  of  interest  to  the  company  and  affected  it  one  way 
or  the  other. 

Q.  Did  you  know  that  he  had  memoranda  from  the  Equitable 
as  to  bills  which  should  be  supported  or  opposed  ?    A.  No,  sir. 

Q.  Did  you  know  that  he  kept  track  for  the  Mutual  Life  of  a 
great  variety  of  interests,  such  as  railroad  interests,  banking- 
interests,  trust  company  interests?    A.  I  did  not. 

Q.  Did  you  ever  have  any  interviews  with  him  in  regard  to 
matters  of  legislation?  A.  Except  as  I  have  suggested,  he  talked 
over  insurance  legislation  with  me  from  time  to  time. 

Q.  Did  he  not  tell  you  what  legislation  he  was  in  favor  of  ?  A. 
I  don't  think  he  did  while  I  was  a  member  of  the  Legislature.  I 
have  discussed  pending  bills  with  him  at  the  office. 

Q.  When  you  did  discxiSb  pending  bills  with  him  he  told  you 
what  he  opposed  and  what  he  approved?    A.  Yes. 

Q.  Did  you  observe  whether  in  his  work  at  Albany  he  met 
members  of  the  Legislature  and  talked  to  them?  A.  I  never 
knew  him  to. 

Q.  If  you  did  not  meet  members  of  the  Legislature  and  did  not 
appear  before  committees,  what  in  the  world  did  he  do  ?  A. 
Well,  sir,  that  is  too  much  for  me.  I  cannot  answer  that.  It 
would  be  mere  speculation. 

Q.  Is  it  not  a  fact  that  he  worked  through  intermediaries? 
A.  I  don't  know.  I  know  that  he  did  not  operate  on  me  through 
any  intermediaries. 

Q.  When  -did  you  first  learn  that  he  had  a  house  in  Albany  ? 
A.  Oh,  several  years  ago.  I  could  not  —  He  used  to  live  at  the 
Kenmore  Hotel  more  or  less. 

Q.  Was  he  at  Albany  a  great  deal  of  the  time  during  the  ses- 
sions? A.  Yes,  I  think  on  the  average  probably  two  or  three  days 
a  week. 

Q.  Do  you  know  what  led  him  to  take  a  house  there?  A.  No, 
I  do  not  —  Well,  he  is  a  very  retiring  man  and  not  a  man  in  very 
o;ood  health,  and  I  think  he  wanted  to  get  away  from  the  hotel. 
I  think  he  told  me  so,  I  think  I  am  safe  in  saying  that. 

Q.  Did  you  at  any  time  live  with  him  in  this  house  at  Albany 
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in  the  winter  of  1903  ?     A.  In  the  winter  of  1903,  yes,  sir.     I 
wish  vou  would  permit  me  to  say  a  word  as  to  that. 

Q.  I  would  be  very  glad  to  have  you  state  fully  the  circum- 
stances under  which  you  came  to  live  with  Mr.  Fields  ?  A.  Well, 
the. circumstances  were  just  these.  Between  the  election  in  1902 
and  the  organization  of  the  Legislature  in  1903  I  was  speaking  at 
a  little  club  where  we  meet  at  Dobbs  Ferry  in  the  evening  with  Mr. 
Fields  and  others  about  going  up  and  engaging  quarters  for  the 
winter.  Mr.  Fields  said  to  me  if  I  was  not  over  particular,  there 
was  a  little  room  in  the  house  that  he  had  up  there  that  I  could 
have.  And  I  want  to  say  to  you,  sir,  that  I -was  very  glad  of  the 
oifer,  and  the  impropriety  of  the  thing  never  occurred  to  me.  I 
went  there  —  I  had  a  little  bit  of  a  room  mth  a  bed  and  bureau 
and  one  chair  in  it.  I  had  to  keep  my  clothes,  such  as  I  kept 
there,  in  another  part  of  the  house.  I  was  there  three  nights  in 
the  week.  Monday  night,  Tuesday,  Wednesday  night,  and  always 
came  home  Thursday  afternoon.  I  never  ate  more  than  six  meals 
a  week  in  the  house,  and  I  could  have  got  the  same  accommodations 
anywhere  in  a  private  boarding  house  in  Albany  I  am  sure  for 
eight  dollars,  or  at  the  maximum,  ten  dollars  a  week.  One  him- 
dred  dollars  would  have  paid  for  all  that  I  had  in  the  house  during 
the  session,  and  when  I  spoke  to  Mr.  Fields  about  paying  for  it 
he  laughed  at  me.  It  was  nothing  more  to  my  view  that  a  courtesy 
that  had  been  interchangeable  between  our  two  families  for  years. 
My  children  have  been  in  the  habit  of  spending  a  good  deal  of  time 
with  his. 

Q.  Hadn't  you  visited  Mr.  Fields  at  his  Albany  House  prior 
to  1903  ?  A.  I  think  probably,  I  thought  about  that,  and  I  may 
have  been  during  the  years  that  I  was  not  a  member  of  the  Legis- 
lature, probably  two  nights  when  I  would  go  up,  I  never  went  to 
Albany  when  I  was  not  a  member  of  the  Legislature  unless  I  had 
some  business,  and  that  was  very  seldom. 

Q.  How  much  of  the  sessions  of  1903  did  you  spend  in  Albany^ 
were  you  there  through  the  whole  session  ?  A.  Through  the  whole 
session.  I  used  to  come  home  Thiirsday  afternoon,  because  it  is 
notorious  that  they  cannot  do  business  on  Friday  any  more  and  it 
was  simply  a  waste  of  time. 

Q.  And  during  that  period  you  lived  in  the  house  with  Mr. 
Fields?     A.  I  did,  sir. 

Q.  And  did  you  at  the  time  he  suggested  your  going  there  have 
anv  talk  with  him  about  compensation  ?  A.  No,  not  at  that  time, 
no,  sir.     It  was  laier. 
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Q.  But  as  a  matter  of  fact  you  did  not  pay  anything  for  your 
board  and  lodging?     A.  No,  sir,  I  did  not. 

Q.  What  was  this  club  at  whieh  the  interview  took  place  ?  A. 
Oh,  it  is  a  little  club  in  Dobbs  Terry.     We  call  it 

Q.  What  is  the  name  of  it?  A.  We  call  it  the  Dobbs  Ferry 
Athletic  Club. 

Q.  Is  Mr.  Eields  a  member  of  it  ?     A.  Yes,  sir. 

Q.  Is  Senator  Graney  a  member  of  it  ?  A.  Yes,  sir.  I  do  not 
see  him  very  often,  but  he  is  a  member. 

Q.  Is  Louis  M.  Murray  a  member  of  it  ?    A.  Yes,  sir. 

Q.  Were  you  accustomed  to  meet  Mr.  Fields  frequently  at 
the  club  there?  A.  Oh,  yes,  when  he  was  at  home  he  used  to 
spend  his  evenings  there. 

Q.  During  the  time  that  you  were  in  the  Senate  and  living 
at  his  house  in  Albany  with  Mr.  Fields,  how  frequently  did 
you  see  Mr.  Fields  ?  A.  Well,  he  was  there  probably  on  au 
average  of  two  days  a  week.  Of  course,  I  would  see  him  while 
he  was  there. 

Q.  And  did  you  talk  over  pending  legislation  with  him?  A. 
In  the  most  general  way  probably, —  I  have  tried  to  recall  and 
I  do  not  remember  a  single  life  insurance  bill  that  was  boforo 
the  Insurance  Committee  that  year.  There  might  have  been, 
but  I  cannot  recall  any.  I  asked  Senator  Kiordan  about  it,  and 
he  was  on  the  Committee  with  me,  and  he  could  not  recall  any. 
There  may  have  been. 

Q.  We  have  here  a  statement.  Exhibit  No.  355,  of  memor- 
anda sent  by  Mr.  Jordan  of  the  Equitable  to  Mr.  Fields,  in- 
dicating the  sort  of  measures  which  the  Equitable  was  opposed 
to.    A.  Yes,  sir. 

Q.  And  occasionally  a  matter  in  which  they  were  interested. 
Now,  I  will  read  you,  so  that  you  may  see  the  breadth  of  the 
matters  in  which  Mr.  Fields  seems  to  have  been  interested,  the 
memorandum  of  January  23,  1903 : 

"  Mr.  A.  C.  Fields, 

c/o  Mutual  Life  Insurance  Company, 

32  Nassau  Street,  New  York  City. 
Dear  Sir: 

Eeferring  to  Albany  matters  during  the  present  session, 
please  note  that  we  will  be  interested  in  all  banking  and  ins\ir- 
ance  measures,  taxation  fees,  and  bills  affecting  particularly  the 
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following  interests:  Safe  deposit  companies,  banks,  trust  com- 
panies, street  railways,  and  all  measures  affecting  Suffolk  County, 
ISTew  York,  franchises,  water  rights,  land  under  water,  transpor- 
tation and  so  forth." 

A.  That  takes  them  all  in,  I  guess. 

Q.  It  takes  in  practically  everything  that  was  before  Legis- 
lature, doesn't  it  ?    A.  I  guess  it  does. 

Q.  Did  you  discuss  matters  of  legislation  generally  with  Mr. 
Fields  while  you  were  in  this  house  with  him?  A.  Never  in 
the  connection  which  you  have  read.  I  may  have  talked  legis- 
lation in  the  most  general  way,  but  never  as  to  any  specific  bills. 

Q.  Did  Mr.  Fields  during  the  session  of  1903,  ever  direct 
your  attention  to  any  particular  bill  that  he  desired  to  have 
opposed  ?    A.  I  don't  think  he  did,  sir,  I  cannot  recall. 

Q.  Whether  it  was  an  insurance  bill  or  any  other  bill?  A. 
I  don't  recall  a  single  instance. 

Q.  Or  any  bill  he  desired  to  have  supported?  A.  I  do  not 
recall  one. 

Q.  Well,  it  would  be  difficult  probably  for  you  to  recall  a 
particular  bill  at  the  present  time  which  was  pending  in  1903, 
but  do  you  recall  whether  or  not  he  talked  with  you  about  bills  ? 
A.  Not.  about  specific  bills,  sir.  I  have  to  say  this  to  you,  Mr. 
Hughes 

Q.  Certainly.  A.  That  when  I  wanted  to  run  for  the  Senate 
—  I  was  waited  upon  by  a  committee  from  my  county  in  1902, 
to  run  for  the  Senate  and  I  took  the  matter  under  advisement 
and  I  say  here  deliberately  under  oath  that  Mr.  Fields  did  every- 
thing he  could  to  persuade  me  not  to  run  for  the  Senate.  He 
begged  me  not  to  do  it. 

Q.  Upon  what  ground?  A.  He  said  I  was  getting  along 
in  life  and  I  owed  to  my  family  to  stay  in  my  profession.  Mr. 
Fields  did  not  want  me  in  the  Senate  that  year,  but  I  do  not 
think  it  was  for  any  personal  objections  he  had  to  me,  but  through 
a  friendly  interest  in  me  and  my  family.  I  am  not  the  kind  of  a 
man,  I  don't  think,  they  would  try  to  operate  on  in  the  way  you 
indicate. 

Q.  When  you  decided  to  be  a  candidate  for  the  Senate  in  1903, 
did  Mr.  Fields  give  you  his  support  in  the  campaign?  A.  Yes,  sir. 
T  don't  think  he  left  Dobbs  Ferry  in  my  interest.  He  was  not  in 
very  good  health  and  does  not  stand  well  with  the  Deiao<»atic 
Party  there. 
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Q.  Did  he  contribute  to  the  expenses  of  the  campaign?  A.  He 
contributed  to  me  personally. 

Q.  How  much?  A.  I  thini  he  gave  me  either  one  thousand 
dollars  or  fifteen  hundred  dollars. 

Q.  Was  that  from  the  Mutual  Life  Insurance  Company?  A. 
Not  to  my  knowledge. 

Q.  You  did  not  know  whether  he  was  contributing  from  his 
own  moneys  or  not.  A.  No,  I  did  not.  I  did  not  stop  to  con- 
sider anything  else.    It  came  from  him  and  I 

Q.  I  think  it  but  right,  Mr.  McClelland,  that  you  should  state 
fully  how  you  could  be  led  to  live  with  Mr.  Fields,  who  was  look- 
ing after  insurance  interests  while  you  yourself  were  in  the  Senate 
and  Chairman  of  the  Insurance  Committee.  A.  I  was  not  Chair- 
man of  the  Insurance  Committee  when  I  lived  with  Mr.  Fields. 

Q.  Well,  you  were  on  the  Insurance  Committee?  A.  If  it  had 
been  turned  upside  down  I  would  have  been  Chairman. 

Q.  You  are  quite  right,  you  were  on  the  Insurance  Committee 
but  not  Chairman.  A.  Yes,  but  I  want  to  say,  when  I  went  to 
live  with  Mr.  Fields  I  did  not  know  I  was  going  to  be  on  the  In- 
surance Committee.  You  see  the  Committees  are  not  appointed 
until  after  the  second  weeik. 

Q.  I  merely  want  to  give  you  the  most  abundant  opportunity 
to  state  how  it  happened  that  being  in  the  Legislature,  where  mat- 
ters affecting  insurance  companies  and  their  interests  would  natur- 
ally come  up,  you  thought  it  proper  to  live  in  a  house  maintained 
by  Mr.  Fields,  who  in  turn  was  retained  by  the  Mutual  life  Insur- 
ance Company.  A.  Well,  sir,  I  want  to  say  this,  I  never  up  to 
that  time  had  heard  a  word  of  criticism  public  or  private  on  the 
presence  of  Mr.  Fields  in  Albany.  I  had  never  seen  his  name  in 
the  newspapers,  and  I  don't  believe  anyone  else  had  in  connection 
vsdth  influencing  legislation,  and  I  can  only  attribute  the  fact  that 
I  went  to  live  in  the  house  with  him  from  what  I  have  stated,  and 
further  on  account  of  the  close  social  intimate  relations  that  I  have 
had  with  him  and  with  his  family — and  that  his  family  had  had 
with  mine  for  over  a  quarter  of  a  century. 

Q.  Didn't  you  understand  in  fact  that  he  was  influencing  or 
attempting  to  influence  legislation?  A.  I  never  knew  him  to  at- 
tempt to  influence  legislation. 

Q.  That  had  never  come  to  your  attention  in  all  your  acquaint- 
ance with  him?  A.  'No,  sir,  it  never  had.  He  is  a  quiet,  retiring 
man  of  the  most  exemplary  habits.  I  never  knew  it  and  I  don't 
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believe  if  you  go  over  the  Legislature  that  you  will  find  a  man 
who  will  tell  the  truth  and  say  anything  more  than  I  am  now. 
I  think  if  you  will  poll  the  committee  you  will  not  find  a  man  on 
the  committee  who  knows  Mr.  Fields. 

Q.  Did  you  during  the  time  that  you  were  in  the  Legislature 
know  of  his  spending  any  money  in  Albany?    A.  l^ever,  sir. 

Q.  Never  heard  of  that?  I  mean  in  connection  with  matters  of 
legislation?    A.  Never. 

Q.  It  is  necessary  that  I  should  ask  whether  you  ever  received 
any  money  from  Mr.  Fields?  A.  Never,  except  as  in  connection 
with  my  work  here  as  attorney  for  the  company. 

Q.  During  the  time  that  you  were  in  the  Legislature  did  you 
ever  receive  any  money  from  Mr.  Fields  ?    A.  No,  sir. 

Q.  Directly  or  indirectly?     A.  No,  sir. 

Q.  Was  Mr.  Fields'  house  a  place  of  entertainment?  A. 
Absolutely  not.  I  say  without  fear  of  contradiction  on  the  part 
of  anybody  that  there  was  not  a  quieter  house  in  the  city  of  Albany 
than  the  one  he  lived  in  1903. 

Q.  Who  else  lived  in  the  house  when  you  lived  there  ?  A.  Mr. 
Fields  and  his  clerk  and  myself. 

Q.  Did  members  of  the  Legislature  visit  the  house  ?  A.  Never. 
I  never  saw  a  senator  in  that  house  in  my  life,  and  I  never  saw 
but  two  members  of  the  assembly  there,  who  were  from  my  own 
county,  and  came  to  consult  with  me  about  local  legislation.  One 
of  them  was  there  once  only.  He  came  to  see  me  about  some 
Yonkers  bill. 

Q.  Were  any  parties  ever  given  in  the  house  ?  A.  Never  while 
I  was  there. 

Q.  Any  dinner  parties?     A.  No. 

Q.  Or  card  parties ?     A.  No. 

Q.  Was  there  any  drinking  in  the  house  ?  A.  No,  sir.  Mr. 
Fields  is  a  man  who  never  drinks  any  liquors  and  will  not  permit 
any  one  to  drink  liquor  in  any  house  that  he  controls. 

Q.  What  did  Mr.  Fields  do  in  Albany  when  you  were  there  ? 
A.  All  I  saw  was  that  they  had  files  of  bills  there  in  the  house. 

Q.  Did  they  have  files  in  the  house  ?  A.  They  had  files  there, 
I  think,  with  every  bill  that  was  presented  at  the  session. 

Q.  Who  had  charge  of  those  files  ?     A.  I  think  Mr.  Carpenter. 

Q.  Did  you  talk  with  Mr.  Carpenter  about  the  bills  that  were 
indicated  on  the  files  ?  A.  No,  I  never  talked  with  Mr.  Carpenter. 
There  was  not  a  busier  Senator  outside  perhaps  of  Senator  Elsberg 
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than  I  was.  I  had  a  great  district,  with  three  cities  in  it,  and 
a  part  of  New  York,  and  five  or  six  overgrown  villages  under 
special  charter.  I  passed  more  bills  than  any  other  member  of 
the  Legislature  and  had  more  signed.  I  was  a  very  busy  man,  and 
had  all  I  could  do  to  look  after  ray  own  interests. 

Q.  Did  it  ever  interest  you  to  inquire  how  or  what  Mr.  Fields 
could  be  doing  with  all  these  memorandums  of  bills  and  what 
steps  he  took  in  regard  to  them  ?  A.  I  think  it  is  not  an  uncom- 
mon thing  to  have  files  of  bills.  There  are  plenty  of  concerns 
in  New  York  which  keep  regular  files.  They  get  every  billthat 
is  introduced,  whether   it  interests  them  or  not. 

Q.  Yes,  but  they  do  not  maintain  houses  in  Albany  for  that 
purpose  ?  A.  No,  but  I  think  he  lived  cheaper  in  that  house  than 
he  could  have  in  a  hotel. 

Q.  We  have  here  a  series  of  vouchers  produced  by  theMutual , 
Life  Insurance  Company  running  from  February,  1899,  to  March, 
1902,  purporting  to  be  signed  by  you.     I  show  you  these  vouchers, 
ten  in  number.     I  vsdll  ask  you  if  your  signature  is  attached  to 
them?     A.  Yes.     I  do  not  deny  any  of  those  signatures. 

Q.  Now  these  vouchers  between  Febmary  10,  1899,  and  March 
31,  1902,  inclusive,  were  for  payments  made  during  a  period  of 
time  when  you  were  not  a  member  of  the  legislature  ?  A.  That 
iy  right,  sir. 

Q.  Is  this  first  voucher  of  February,  1899,  the  first  payment, 
or  does  that  refer  to  the  first  payment  made  by  the  Mutual  Life 
Insurance  Company  to  you?     A.  I  would  say  not. 

Q.  You  had  been  retained  earlier  than  that?  A.  I  think  so, 
sir. 

Q.  About  how  long  before  ?  A.  "Well,  it  might  have  been — I 
don't  know.  I  was  doing  business  for  the  company,  but  as  to 
whether  I  was  under  that  special  retainer  I  would  not  say  back 
of  1899,  from  memory. 

ME.  HUGHES:  I  offer  in  evidence  the  voucher  of  1899. 

(Paper  marked  Exhibit  No.  529  and  read  by  Mr.  Hughes.) 

Q.  On  the  upper  left  hand  corner  is  the  word  Fields.  Is  that 
word  in  Fields'  handwriting?    A.  Yes,  I  think  it  is. 

Q.  "What  had  Mr.  Fields  to  do  with  that  payment?  A. 
"Well,  sir,  the  explanation  may  be  this,  during  the  years  that 
you  have  referred  to  I  was  under  a  special  annual  retainer 
arranged  with  Mr.  Short,  the  solicitor  and  Mr.  Fields,  that 
vvah  not  to  be.  less  than  three  thousand  dollars  a  year. 
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Q.  That  was  by  tlie  Mutual  Life?  A.  By  the  Mutual  life 
Insurance  Company. 

Q.  Not  to  be  less  than  $3,000  a  year.  Wtat  was  to  deter- 
mine this  amount  within  that  sum?    A.  "Within  that  sum? 

Q.  Oh,  pardon  me.  I  mean  what  was  to  determine  its  amount 
above  that  sum?  A.  Well,  there  was  not  anything  that  I 
know  of. 

Q.  So  it  was  a  fixed  retainer  in  effect  for  $3,000  a  year? 
A.  Yes. 

Q.  For  how  many  years  did  you  receive  that  retainer?  A. 
"Well,  as  I  have  said  I  am  not  positive  beyond  1899,  although 
it  might  have  been  up  to  the  close  of  1902. 

Q.  Did  you  receive  such  a  retainer  while  you  were  in  the 
Senate  in  1903  ?    A.  No,  sir. 

Q.  Or  after  you  left  the  Senate?  A.  No,  sir.  I  might  say 
that  I  hardly  practiced  much  law  after  that,  because  the  Presi- 
dent made  the  tender  of  my  present  appointment  sometime 
along  in  the  early  summer  and  I  have  not  done  much  between 
the  adjournment  of  the  Legislature  and  the  time  I  agreed  to 
accept  the  appointment. 

Q.  "What  was  the  agreement  with  Mr.  Short  and  Mr.  Eields 
as  to  the  services  that  you  should  rendef  for  this  retainer? 
A.  "Well,  I  was  to  render  such  services  as  I  was  called  upon 
to  render  and  such  counsel  and  advice  as  they  might  call  upon 
me  to  give,  that  they  thought  I  could  give. 

Q.  Then  it  was  a  general  retainer  to  entitle  the  company  to 
the  benefit  of  such  services  as  they  might  require?     A.  Yes. 

Q.  And  not  the  fixing  of  compensation  for  specified  services? 
A.  No,  not  for  specified  services. 

Q.  "Was  this  amount  of  February  10,  1'899,  $750,  paid  in 
cash  ?  A.  Yes,  sir,  I  think  —  I  don't  think  I  got  a  check  for  any 
one  of  those  bills. 

Q.  Then  Was  this  retainer  of  $3,000  a  year  paid  in  cash  in- 
stallments?   A.  Yes. 

Q.  "Who  paid  over  the  cash?  A.  "Well,  I  got  the  cash  some- 
times through  Mr.  Fields  and  sometimes  through  Mr.  Short. 
I  don't  know  where  it  came  from. 

Q.  And  in  what  installments?  A.  Oh,  sometimes  I  would 
get  $500  at  a  time  and  sometimes  another  amount,  and  then 
by  and  by  they  would  say,  either  one  or  the  other  that  I 
owed  a  voucher  for  so  much  money. 
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Q.  Then  you  would  send  a  voucher?  A.  I  could  get  it  as 
I  wanted  it. 

Q.  How  did  it  happen  that  you  got  the  money  in  cash? 
A.  I  don't  know  anything  about  that,  sir. 

Q.  When  you  say  in  cash  you  mean  in  currency  ?  A.  I  mean 
bills,  yes,  sir. 

Q.  Is  that  customary  with  you,  to  receive  fees  of  several 
hundred  dollars  in  currency  ?  A.  Well,  I  was  not  doing  business 
for  any  other  insurance  company.  I  sometimes  got  it  from 
clients  in  cash  and  sometimes  in  checks. 

Q.  Did  you  give  any  itemized  statement  of  the  services  you 
rendered  under  your  retainer?  A.  I  had  to  demonstrate,  yes, 
to  get  over  the  $3,000  and  it  was  not  always  easy,  either. 

Q.  That  was  to  get  the  payment  over  the  $3,000  ?    A.  Yes. 

Q.  But  when  you  got  a  payment  in  cash  such  as  is  repre- 
sented by  this  voucher  of  February  10,  1899,  did  you  give  them 
any  statement  of  services?  A.  It  might  have  been  drawn  on 
account  of  the  annual  retainer. 

Q.  And  for  those  payments  on  account  of  the  annual  retainer 
you  did  not  give  any  statement  of  services?  A.  No,  but  I  had 
at  some  time  or  other,  if  I  got  any  more  than  $3,000,  I  had 
to  demonstrate  that  the  services  were  worth  more. 

MR.  HUGHES:  Here  is  one  of  April  10,  1899,  which  I  will 
offer  in  evidence. 

(Paper  marked  Exhibit  530.) 

Q.  IHd  you  receive  that  amount  in  currency?  A.  Yes,  but 
I  did  not  receive  it  all  at  once. 

Q.  How  are  you  able  to  state  that.  Senator  ?  A.  I  don't  think 
I  ever  got  so  large  an  amount  at  once.  I  am  quite  sure  I  never 
got  so  large  an  amount  at  any  one  time. 

Q.  You  see  this  is  two  months  from  the  payment  of  the  last 
voucher  put  in  evidence  of  February  10th,  1899.     A.  Yes. 

Q.  Can  you  tell  how  the  payments  of  that  $2,810  were  dis- 
tributed?    A.  No,  sir,  I  cannot. 

Q.  Have  you  any  record  of  the  receipts  of  these  moneys  in  any 
boolv  of  accounts?     A.  No,  sir.     I  have  not. 

Q.  Did  you  bank  these  moneys  as  you  received  them  in  your 
bank  ?     A.  I  presume  I  did,  probably.     I  don't  know  as  to  that. 

Q.  Have  you  in  your  check  book  any  record  of  the  deposits 
nf  these  moneys?  A.  Not  that  would  indicate  these  particular 
inonevs.     I  have  looked  for  them. 
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Q.  You  liave  no  way  of  finding  out  in  wliat  installments  you 
got  ttese  moneys?  A.  No,  I  have  not.  I  looked  for  them.  I 
anticipated  that  question  and  tried  to  fortify  myseK. 

MR  HIJIGHES:  I  offer  in  evidence  the  voucher  of  Hay  31, 
1899, 

(Paper  marked  Exhibit  No.  531.) 

Q.  And  you  received  that  money  ?     A-  Yes,  sir. 

Q.  Also  in  currency?     A.  Yes. 

Q.  Now  we  have  between  February  10,  1899,  and  May  31, 
1899,  both  dates  inclusive,  $4,310  received  by  you.  Will  you 
state  what  services  you  rendered  to  the  Mutual  life  for  those 
payments  ?  A.  Well,  I  cannot  state  in  detail,  Mr.  Hughes,  what 
sei-vices.  I  know  that  I  was  called  upon  frequently  to  advise 
both  -with  Mr.  Short  and  Mr.  Fields  about  matters,  and  I  was — 
I  had  quite  a  large  number,  a  list  of  which  I  have  here,  of  fore- 
closures, some  very  troublesome  cases,  and  I  was  made  allow- 
ances in  those. 

Q.  Now  can  you  refer  to  any  memoranda  that  you  have  and 
tell  me  what  services  you  were  rendering  to  the  Mutual  Life  at 
the  time  these  payments  were  made  between  February  and  May, 
1899  ?  A.  I  cannot  specify,  Mr.  Hughes,  because  it  is  not  within 
my  recollection. 

Q.  Have  you  any  record  which  will  show  any  services  ren- 
dered at  that  time?  A.  Not  except  as  to  the  foreclosure  pro- 
ceedings. 

Q.  Were  there  any  foreclosures  pending  at  that  time?  A. 
Yes,  sir. 

Q.  Were  these  payments  represented  by  the  vouchers  which  I 
have  introduced  compensation  for  foreclosures?  A.  No,  I  don't 
think  so. 

Q.  No — A.  I  think  part  of  it  might  have  been. 

Q.  In  foreclosure  cases  as  a  rule  you  got  the  allowance,  didn't 
you  ?  A.  In  some  of  them,  yes,  sir,  but  we  had  some  very  diffi- 
cult cases  and  I 

Q.  When  you  got  the  allowance,  from  whom  did  you  get  it? 
A.  That  was  generally  arranged  by  Mr.  Short. 

Q.  That  is  a  case  where  you  put  in  a  proper  itemized  voucher 
regarding  the  allowance,  was  it  not  ?  A.  No,  sir.  I  can  refer  to 
one  case  here  where  I  know  I  got  an  allowance  of  $1,000  just  in 
rhe  way  that  these  receipts  would  indicate.  It  was  a  case  which 
we  had  in  the  office  from  1899  until,  I  think,  either  October  or 
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Xovember,  1901.  It  was  a  very  troublesome  case.  "We  had 
thirty  defendants  in-  it  and  there  were  all  kinds  of  dummy  owners 
of  interests  and  small  mortgages,  and  we  had  employed  the  de- 
tective force  of  the  company  and  private  detectives,  and  both  my 
partner  and  myself  had  gone  hunting  for  these  people  and  I  think 
if  you  consult  the  attorneys  for  the  bond  man  who  wanted  to 
get  the  matter  straightened  out,  he  would  tell  you  that  $2,500 
would  not  pay  us  for  the  trouble  we  had. 

Q.  What  did  yon  get?  A.  I  got  an  allowance  of  $1,000  in 
that  case. 

Q.  "When  was  that  paid?  A.  I  think  that  was  paid  in  1901.  I 
have  that  case  in  mind. 

Q.  It  is  but  fair,  Mr.  McClelland,  in  considering  those  pay- 
ments of  February,  Ifarch,  April  and  May,  1899,  that  you  should 
state  what  services  if  any  there  Avere  in  connection  with  fore- 
closures or  otherwise  for  which  you  were  paid  by  the  moneys 
represented  by  these  vouchers.  A.  Well,  these  vouchers,  of  course, 
included  my  $3,000  retainer. 

Q.  Was  the  $3,000  retainer  exclusive  of  what  you  did  in  fore- 
closure suits?    A.  Absolutely. 

Q.  So  you  were  to  be  paid  for  your  work  in  foreclosures  and 
get  $3,000  in  addition?  A.  Yes.  The  foreclosure  business  was 
firm  business  and  the  other  was  entirely  independent. 

Q.  Then  the  $3,000  retainer  was  personal  but  not  firm?  A. 
Personal  to  me. 

Q.  You  did  not  put  that  into  your  firm?  A.  'Ro,  sir.  I  was 
the  business  producer  of  the  firm  and  I  should  safely  say  that 
95  per  cent,  of  the  business  that  came  into  the  firm  I  was  respon- 
sible for. 

Q.  I  do  not  want  to  prolong  the  examination  on  this  point,  Mr. 
McClelland,  but  I  am  anxious  that  you  should  avail  yourself  of 
the  opportunity  to  state  just  what  legal  services  in  suits,  or  in 
matters  that  required  legal  advice  you  rendered  for  the  payments 
represented  by  these  three  vouchers  in  1899.  A.  I  think  probably 
I  was  consulted  about  pending  bills  and  all  that  sort  of  thing. 

Q.  You  mean  pending  bills  in  the  Legislature?    A.  Yes. 

Q.  And  was  that  a  part  of  the  services  that  you  were  to  render 
for  your  annual  retainer?  A.  Yes,  sir.  I  don't  know  as  there 
was  any  specific  mention  of  that,  but  whatever  I  was  called  upon; 
I  was  frequently  called  upon  to  advise  as  to  that. 

Q.  What  did  you  do  in  connection  with  legislation  under  your 
retainer?    A.  "Wliatever  was  done  was  done  largely  here. 
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Q.  What  did  you  do  —  did  you  see  anybody  or  make  any  argu- 
ments? A.  No,  not  on  those  years.  I  think  later  I  made  an  argu- 
ment in  a  hearing  in  Albany  on  the  tax  bills. 

Q.  Did  you  make  any  arguments  in  1899  before  any  com- 
mittee?   A.  I  do  not  think  so. 

Q.  Are  you  able  to  point  out  any  services  that  you  rendered 
in  connection  with  legislation  during  that  year?  A.  No,  sir,  I 
cannot  remember  the  details. 

Q.  Well,  do  these  payments,  represented  by  these  three  vouchers 
in  1899,  cover  any  legal  services  in  suits  or  in  matters  not  con- 
nected with  legislation?  A.  Might  have  been  some  allowances, 
iust  as  I  have  indicated  in  that  other  case  of  foreclosure. 

Q.  Do  you  know  of  any  such?     A.  I  cannot  recall  it,  sir. 

Q.  Have  you  any  memorandum  of  your  foreclosure  proceed- 
ings which  will  enable  you  to  state  that  precisely?  A.  I  do  not 
know  whether  I  could  identify  them  or  not.  I  have  made  out  a 
full  list  here.  There  is  a  case  that  I  know  I  got  an  allowance  on 
(indicating). 

Q.  You  are  referring  now  to  the  case  of  the  Mutual  Life 
against  Riley,  when  did  you  get  an  allowance  in  that?  A.  I 
could  not  tell  you  the  date.  That  was  a  case  where  there  was 
a  dummy  owner  and  we  had  to  go  into  court  under  the  Code 
and  apply  for  an  order  for  the  examination  of  an  outside  party, 
who  was  suspected  to  have  knowledge. 

Q.  Yes,  but  you  did  not  get  an  allowance  before  the  sale, 
did  you?     A.  I  don't  know. 

Q.  You  would  not  naturally  before  the  foreclosure  sale!  A. 
Well,  I  don't  know  about  that;  I  could  not  say. 

Q.  Apparently  the  decree  of  foreclosure  was  entered  July  31, 
1899,  and  the  sale  was  IsTovember  13,  1899,  according  to  your 
memorandum?    A.  Well,  the  labor  was  performed  before  July. 

Q.  Yes,  of  course,  but  the  allowance  was  not  paid?  A.  Well, 
I  was  not  particular  about  waiting  for  that  if  I  needed  some 
money  I  would  go  to  Mr.  Short  and  ask  him. 

Q.  This  might  have  been  an  advance?  A.  Yes,  sir,  might 
have  been  an  account. 

Q.  Such  moneys,  did  not  you  put  into  your  firm,  allowances 
in  foreclosures?    A.  Yes,  in  foreclosures,  I  think,  yes. 

Q.  The  moneys  which  came  in  these  vouchers,  did  you  make 
over  to  your  firm?  A.  Aside  from  the  three  thousand  dollars, 
yea. 
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Q.  You  can,  then,  from  your  firm  books  determine  wkether 

anything  came  from A.  I  am  perfectly  willing  to  send  the 

firm  books  over  to  you  if  you  can  make  anything  out  of  them; 
I  can't. 

Q.  I  don't  want  to  examine  them,  but  have  you  examined 
them  ?  A.  I  have  had  the  boys  working  on  them.  My  partner, 
I  am  sorry  to  say,  died  about  a  month  ago,  but  he  was  not  a 
very  good  bookkeeper.  I  do  not  think  our  ofiice  was  any  more 
systematic  than  a  good  many  other  lawyers'  offices.  I  find  that 
the  records,  the  registers,  so  far  as  the  foreclosures  and  other 
suits  are  concerned,  the  details  of  service  of  summons,  and  ap- 
pearances, and  all  that  sort  of  thing,  are  noted,  but  as  to  any 
other  records  in  the  office,  I  cannot  get  anything. 

Q.  You  cannot  find  gut  what  moneys  the  firm  got  on  those 
foreclosures?  A.  No,  I  could  not  find  out  what  moneys  I  got, 
except  by  examining  a  checkbook. 

Q.  And  where  is  that  —  did  you  examine  the  checkbook  ?  A. 
I  had  a  young  man  who  is  in  the  office,  that  knew  far  more 
about  the  business  detail  of  it  than  I. 

Q.  You  were  unable  to  find  out?    A.  Yes. 

Q.  The  pith  of  the  whole  thing  is  from  your  examination  you 
are  unable  to  state  whether-  any  of  the  payments  covered  by 
these  three  vouchers  in  1899  were  for  matters  connected  with 
lawsuits.  A.  That  is  right,  and  it  might  be  accounted  for  in 
this  way,  that  my  partner,  Mr.  Townsend,  when  money  came  in, 
would  very  frequently  make  a  divide  on  the  spot,  and  if  I  did 
not  get  anything  out  of  the  firm  except  what  the  record  would 
indicate,  I  did  not  have  a  very  big  living  of  it;  but  the  fact 
is  there  were  divisions  just  as  I  think  they  are  made  in  a  good 
many  law  offices,  right  when  the  money  came  in. 

Q.  You  mean  in  currency?  A.  Yes,  when  the  money  came  in, 
if  it  was  in  currency,  I  think  he  divided  right  on  the  spot.  I 
never  had  anythiag  to  do  with  keeping  the  books.  I  had  ab- 
solute faith  in  Mr.  Townsend,  his  integrity  was  beyond  any 
question  and  whatever  he  said  was  law  with  me. 

Q.  You  say  this  amount  of  $2,810,  of  April  10,  1890,  was  not 
received  all  at  once,  but  that  when  it  came  to  a  point  you  would 
give  a  voucher  as  requested.  Who  requested  you  to  give  the 
voucher?  A.  Well,  it  might  have  been  Mr.  Fields — ^very  likely 
— Mr.  Short,  either  one  or  the  other. 

Q.  You  had  a  number  of  dealings  with  Mr.  Fields  regarding 
these  payments?  A.     Oh,  sometimes. 
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Q.  Who  put  the  amounts  on  the  vouchers — did  you  put 
them  on  or  did  he  fix  the  amounts  of  the  vouchers  and  bring 
them  to  you  for  signature?  A.  No,  that  is  in  my  handwriting  — 
the  whole  voucher  is  in  my  handwriting  —  the  whole  voucher  is 
in  my  handwriting. 

Q.  That  is  referring  to  Exhibit  No.  530?  A.  He  demonstrated 
to  me  what  amount  I  had 

Q.  Now,  I  show  you  the  voucher  for  April  2,  1900.  You  re- 
ceived that  in  cash  —  also  in  currency.  A.  I  received  all  that 
these  vouchers  represent,  came  to  me  in  cash. 

MR.  HUGHES :    I  offer  it  in  evidence. 

THE  WITNESS :    I  think  I  am  pretty  positive  about  that. 

(Paper  marked  No.  531  and  read  in  evidence  by  Mr.  Hughes.) 

Q.  Did  you  get  the  amount  all  at  one  time?    A.  I  think  not. 

Q.  Can  you  tell  for  what  services  and  disbursements  the 
moneys  were  paid?  A.  Well,  the  same  retainer  was  running,  and 
in  the  winter  of  1900  and  1901,  there  was  a  great  deal  of  agita- 
tion on  the  tax  question;  that  was  the  year  that  —  those  were  the 
two  years  that  Governor  Odell  was  trying  to  pass  his  indirect  tax 
bills,  and  I  was  called  upon  during  those  two  winters  to  render 
considerable  services. 

Q.  What  did  you  do  with  regard  to  the  tax  bills?  A.  Oh,  I 
remember  that  they  were  opposed  to  —  As  indicated  to  me  — 
to  a  number  of  them,  and  I  —  the  franchise  tax  bill,  because  of 
its  direct  tax  on  the  companies,  and  the  trust  company  bill  be- 
cause of  their  subsidiary  interest  and  the  savings  bank  tax  bill 
because  as  I  understood  it  they  looked  upon  that  as  an  entering 
wedge  for  the  passage  of  others  remotely  affected. 

Q.  What  services  did  you  render  in  connection  with  the  mat- 
ter? A.  I  remember  that  in  connection  with  the  savings  bank 
bill,  I  did  a  great  deal  towards  organizing  the  opposition  to  it. 

Q.  How  was  that?  A.  It  began  by  forming  an  organization  of 
the  Westchester  County  Bank  and  then  sending  out  a  general  in- 
vitation to  the  savings  banks  in  the  State. 

Q.  Did  you  appear  before  committees?  A.  I  did.  I  appeared 
before^-one  instance  I  recall  I  appeared  before  Senator  Crum's 
committee  on  taxation. 

Q.  Was  that  in  the  session  of  1900?  A.  That  I  think  was  in 
the  session  of  1900;  but  there  was  the  same  experience,  I  think, 
practically,  in  1901.    I  think  the  bills  were  passed  in  1901- 
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ME.  HUGHES:  I  offer  in  evidence  vouclier  December  1^, 
1900. 

(VoTiclier  marked  Exhibit  532  and  read  in  evidence  by  Mr. 
Hugbes.) 

Q.  I  see  on  the  left  Fields — ^is  that  Mr.  Eields'  handwriting — 
that  is  the  word  "  Fields  "  ?    A.  I  think  it  is,  yes,  sir. 

Q.  Do  you  know  why  his  name  appears  on  some  vouchers  and 
not  on  others?    A.  It  may  have  been  I  got  them  through  him. 

Q.  Now,  I  find  here  a  voucher  January  8,  1901.  Did  you  re- 
ceive that  at  the  same  time?  That  is,  the  moneys  stated  there? 
$2,700?  A.  My  impression  is  not,  I  don't  think  that  I  ever  got 
that  amoimt  at  once. 

ME.  HUGHES :    I  offer  that  in  evidence. 

(Voucher  marked  Exhibit  533  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Can  you  identify  the  services  for  which  that  was  rendered  ? 
A.  ISTo,  I  cannot. 

Q.  Have  you  any  further  statement  to  make  with  regard  to 
any  services  for  which  any  of  the  sums  mentioned  in  any  of  the 
other  vouchers  were  made,  any  of  these  vouchers.  A.  No,  sir, 
except  that  I  recall  that  in  the  suit  of  Mutual  Life  against  Law- 
rence which  you  will  find  on  this  list  that  I  prepared  here,  I. 
had  an  allowance  of  a  thousand  dollars  for  extra  services. 

Q.  What  was  the  date  of  that?  A.  Well,  it  began  in  1899, 
and  was  not  closed 

Q.  I  mean  the  date  of  the  payment  ?     A.  I  could  not  tell. 

Q.  But  you  may  have  got  this  —  this  is  the  same  thing  you 
refer  to  before  ?  A.  Yes,  and  then  I  know  in  the  case  of  Eiley  — ■ 
The  Mutual  Life  against  Eiley  there  was  an  allowance  there  be- 
cause the  compensation  we  received,  cost  and  allowances  were 
beggarly  compared  with  the  services —  We  could  not  afford  to 
do  that,  that  is  all  there  was  about  it. 

Q.  Were  not  the  costs  and  allowances  you  received  in  fore- 
closures generally  paid  to  your  firm  direct  ?     A.  Yes,  sir. 

Q.  To  your  firm,  not  to  yourself  individually  ?  A.  Not  to  me 
individually,  no. 

Q.  They  were  paid  by  check,  were  they  not?  A.  Well,  we 
generally  got  the  money  from  the  cost  and  allowances  where  there 
were  settlements  —  we  got  direct  from  the  mortgagor. 
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Q.  Exactly,  so  that  in  the  ordinary  course  you  got  the  cost  and 
allowances  for  your  services  in  foreclosures  not  from  the  Mutual 
Life  ?  .  A.  That  is  right. 

Q.  But  from  other  parties,  that  is  from  the  mortgagor  if  there 
■was  a  settlement,  or  out  of  the  proceeds  of  sale,  if  there  was  a  sale 
and  the  property  was  not  bought  in.  A.  For  instance  this  case  I 
speak  of? 

Q.  That  is  right,  isn't  it?  A.  Yes;  for  instance,  this  Law- 
rence case  I  spoke  of  after  nearly  two  years  or  over  a  year  and  a 
half  we  succeeded  in  getting  a  decree,  and  before  the  sale  there 
was  a  settlement  and  I  believe  Mr.  Lawrence  paid  our  costs  and 
allowances. 

Q.  Mr.  Lawrence  paid  them  ?  A.  That  is  the  collateral  bonds- 
man. 

Q.  You  did  not  get  it  from  the  Mutual  Life,  then  ?     A.  'No. 

Q.  Then  it  is  not  represented  by  any  of  these  vouchers  ?  A. 
No,  sir. 

Q.  Now,  what  amounts  paid  by  the  Mutual  Life  in  connection 
with  any  foreclosure  proceedings  are  represented  by  any  of  these 
vouchers  ?     A.  I  remember  that  one  case  of  the  thousand  dollars. 

Q.  The  Lawrence,  but  that  thousand  did  not  come  from  the 
Mutual  Life?     A.  Why,  yes  it  did. 

Q.  I  thought  you  just  said  it  came  from  the  collateral  bonds- 
man. A.  The  thousand  dollars- — no,  I  said  he  paid  the  costs 
and  allowances. 

Q.  Did  the  thousand  dollars  that  you  got  or  your  firm  got  come 
from  the  Mutual  Life?  A.  Yes,  sir,  it  was  worth  a  great  deal 
more  than  that  to  get  rid  of  it. 

Q.  Besides  the  thousand  dollars  was  there  any  other  sum  that 
was  paid  by  the  Mutual  Life  in  connection  with  foreclosure  pro- 
ceedings which  may  have  formed  any  or  part  of  any  of  the  pay- 
ments mentioned  in  these  vouchers  ?  A.  Yes,  in  one  case  —  I 
can't  remember  the  amount  of  the  allowance,  but  in  one  case  the 
Mutual  Life  against  Eiley,  which  appeared  on  that  list  where 
Thomas  F.  Gilroy,  Jr.,  was  the  attorney  and  where  they  had  a 
dummy  owner,  we  had  to  get  a  referee  appointed  at  a  great  deal- 
of  difficulty  and  employ  detectives  to  try  and  find  this  man.  We 
were  made  an  allowance  there  but  what  the  amount  was  I  cannot 
recall. 

Q.  Ifow,  are  there  any  other  cases  of  foreclosure  suits  in 
which  you  or  your  firm  received  allowances   direct  from  the 
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Mutual  Life?    A.  Yes,  sir,  there  is  one  other  case  there  I  am 
sure  about  and  that  is  the  Mutual  Life  against  Collins. 

Q.  What  was  the  amount  of  the  allowance  in  that  case?  A. 
That  I  could  not  say. 

Q.  And  when  was  it  paid?  A.  The  suits  are  here — ^I  have 
nothing  to  indicate  it ;  they  are  all  on  that  list. 

Q.  Can  you  find  it  with  me  ?  A.  Yes,  I  think  I  can.  There 
may  have  been  others.  These  are  just  what  I  recall  from 
memory.  There  was  a  woman  there  with  a  dummy  owner  we 
had  a  great  deal  of  difficulty  with,  the  costs  and  allowances  in 
ordinary  foreclosure  would  not  begin  to  pay. 

Q.  Is  that  it  (showing  witness  paper)?  A.  No,  that  is  not 
the  one. 

Q.  You  referred  me  to  a  statement  of  the  Mutual  Life  In- 
surance vs.  Charles  H.  Collins  which  states  that  the  action  was 
commenced  September  17,  1901,  that  the  summons  and  complaint 
were  subsequently  amended  by  bringing  in  new  parties  that  you 
were  compelled  to  have  a  receiver  appointed — that  there  was  con- 
siderable difficulty  in  serving  the  owner  of  the  equity  who  was  a 
dummy,  that  you  had  to  apply  for  an  order  for  examination,  that 
there  was  a  hearing  before  a  referee  and  that  finally  there  was  a 
disclosure  of  the  whereabouts  of  the  dummy  who  was  served  on 
January  T,  1902.  ISTow,  did  you  receive  any  compensation  direct 
from  the  Mutual  Life  for  that  ?    A.  Yes,  sir. 

Q.  What  amount?     A.  I  could  not  tell  you  the  amount. 

Q.  Did  you  receive  it  or  did  your  firm  receive  it  ?  A.  I  prob- 
ably received  it,  but  if  I  did  I  turned  that  over  to  the  firm, 

Q.  Do  you  know  whether  you  received  it  individually  or  not? 
A.  I  think  very  likely  I  did  not. 

Q.  Have  you  any  record  which  enables  you  to  state  ?  A.  No, 
sir,  but  Mr.  Townsend  very  seldom — I  don't  know  as  he  ever 
came  in  contact 

Q.  ISTow,  to  have  no  mistake  about  this  I  understand  your 
firm  of  Townsend  &  McClelland  was  employed  by  the  Mutual 
Life  in  connection  with  foreclosures?  A.  Yes,  sir,  and  tliere  is 
a  list  of  them  (indicating). 

Q.  And  you  liave  here  a  list  of  them;  and  that  employment 
extended  from  1898  to  1902  ?  A.  Yes.  I  want  to  say  to  be  fair 
about  it  that  there  are  two  or  three  or  maybe  four  cases  on  file 
where  there  was  a  nominal  appearance  where  the  Company  was 
nnpleaded. 
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Q.  Tour  connection  or  your  firm's  connection  with  these  mat- 
ters extended  over  these  years  ?    A.  Yes,  sir. 

Q.  And  ordinarily  you  got  no  compensation  other  than  the 
costs  and  allowances  ?    A.  Where  it  was  a  simple  appearance,  yes. 

Q.  And  the  costs  and  allowances  if  there  was  a  sale  were  paid 
out  of  the  proceeds  of  the  sale  ?    A.  Yes,  sir. 

Q.  And  you  were  not  paid  or  your  firm  was  not  paid  except 
in  three  cases  anything  directly  by  the  Mutual  Life?  A.  Those 
three  cases  I  recall.    I  would  not  say  we  were  not  paid. 

Q.  But  you  do  not  recall  any  others?  A.  No,  I  state  these 
from  memory. 

Q.  And  in  those  three  cases  which  you  have  mentioned  the 
Lawrence,  the  Kiley  and  the  Collins  cases  and A.  Yes. 

Q.  The  Lawrence  case  there  was  a  thousand  dollars  you  say? 
A.  That  I  remember. 

Q.  And  do  you  know  whether  your  firm  got  that  ?  A.  Oh,  yes, 
divided. 

Q.  Did  the  firm  get  it  directly  ?    A.  I  presume  I  got  it. 

Q.  But  you  don't  know  ?  A.  As  representative  of  the  firm  1 
think  I  got  it. 

Q.  Did  you  get  it  in  cash  or  in  check!  A.  I  don't  remember 
ever  getting  a  check  for  anything  of  that  kind. 

Q.  The  second  one  the  Eiley  ease  and  the  third  one  the  Collins 
ease,  you  don't  recall  the  amount  of  the  allowance  ?     A.   I  do  not. 

Q.  Or  how  it  was  paid  ?     A.    No,  except  by  presumption  that 
•  it  was  the  same  as  the  others. 

Q.  And  those  matters  were  exclusive  of  your  retainer  as  an 
individual  lawyer?      A.    Yes,  sir. 

Q.  In  connection  with  legislative  matters  or  such  matters  as 
they  desired  your  services  in  ?     A.  Yes. 

Q.  And  apart  from  the  possibility  that  one  or  more  of  these 
allowances  axe  included  in  the  payments  mentioned  in  these 
vouchers,  those  payments  are  for  services  outside  of  legal  pro- 
ceedings. A.  Did  I  understand  you  to  say  the  amounts  we  were 
allowed  were  not  included  in  these  vouchers  ? 

Q.  No.  I  said  outside  of  the  possibility  that  one  or  more  of 
these  allowances  were  included  in  the  payments  mentioned  in 
these  vouchers,  these  payments  were  for  legal  services  outside  of 
legal  proceedings.      A.    Suits  or  proceedings  in  court — yes,  sir. 

Q.  And  are  you  able  now  apart  from  these  particular  matters 
you  have  mentioned  to  refer  to  any  legal  service  of  any  kind 


Testimony  of  Charles  P.  McClelland.  3055 


that  you  rendered  for  the  payments  mentioned  in  these  vouchers  ? 
A.  Well,  I  have  stated,  for  instance,  services  in  connection  with 
the  tax  matters  in  1900  and  1902. 

Q.  Are  you  able  to  mention  anything  else?  A.  And  I  was 
consulted  from  time  to  time  about  bills,  and  I  think  about  the 
drafting  of  some  bills,  although  I  would  not  be  positive  as  to  that, 
but  I  am  pretty  sure. 

Q.  Your  services  related  exclusively  to  matters  of  legislation! 
A.   Yes,  sir,  in  the  main. 

Q.  Now,  I  will  offer  in  evidence  the  rest  of  these  vouchers 
which  I  have  shown  you,  and  which  I  understand  are  covered 
by  the  testimony  you  have  just  given.  It  is  not  necessary  to  go 
over  them  in  detail ;  what  you  have  said  applies  to  all  of  them,  the 
payments  mentioned  therein. 

THE  WITNESS :  I  think  so. 

ME.  HUGHES:  I  offer  them  in  evidence. 

(Papers  marked  respectively,  Exhibits  Nos.  534,  535,  536  and 
5 BY,  and  were  read  in  evidence  by  Mr.  Hughes.) 

Q.  Now,  here  is  an  additional  voucher  of  your  firm  under 
date  of  December  19,  1902 — whose  signature  is  that  ?  A.  That 
is  sigaed  by  Mr.  Townsend. 

ME.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  358,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  That  was  the  regular  form  of  voucher  by  your  firm — a  bill 
for  l^al  services?  A.  Yes;  that  represents  two  or  three  little 
matters  where  there  was  just  nominal  appearance. 

Q.  Do  you  know  Louis  F.  Murray  ?     A.    I  do,  yes,  sir. 

Q.  Do  you  know  where  he  is  ?     A.   I  do  not,  no,  sir. 

Q.  When  did  you  last  see  him  ?  A.  Oh,  probably  six  weeks 
or  a  month  ago. 

Q.  What  is  his  occupation  ?     A.   He  is  a  lawyer,  I  believe. 

Q.  At  Dobbs  Eerry?      A.    Yes,  sir. 

Q.  Are  his  present  whereabouts  known  to  people  in  Dobbs 
Ferry?      A.    Not  knovm  to  me;  I  don't  know  what  the  other 

people  know. 

Q.  Was  he  formerly  a  clerk  of  Townsend  &  McClelland?    A. 

Yes,  sir. 
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Q.  During  that  period  was  lie  clerk?  A.  "Well,  lie  became  a 
clerk,  I  think,  in  1891 — he  became  a  clerk  in  1891,  and  I  think, 
about  1895,  he  went  up  to  Dobbs  Ferry,  and  has  been  there 
ever  since. 

Q.  "Was  he  a  member  of  this  club  to  which  you  have  referred? 
A.  Yes,  sir. 

Q.  Was  he  counsel  for  certain  villages?  A.  He  was  counsel 
for  Dobbs  Terry,  counsel  for  Hastings,  recently  and  formerly 
clerk  of  the  Aollage  of  Dobbs  Ferry. 

Q.  Is  he  now  counsel  for  those  villages?  A.  "Well,  I  think, 
not. 

Q.  How  recently?  A.  I  read  something  in  the  paper  the  other 
day  that  indicated  he  was  not. 

Q.  How  recently  did  he  cease  to  be  counsel?  A.  Well,  I  think 
within  a  few  weelts. 

Q.  For  what  reason,  do  you  know?  A.  Well,  I  don't  know, 
except  I  read  in  one  of  the  local  papers  that  he  was  not  attending 
the  meetings  and  they  had  asked  for  his  resignation. 

Q.  I  show  you  a  series  of  vouchers,  Mutual  Life  Insurance 
Company — do  you  recognize  !Mr,  Murray's  signature  to  those 
vouchers?  A,  I  recognize  these  two  (indicating).  I  do  not 
recognize  the  others. 

Q.  Did  you  request  Mr.  Murray  to  sign  any  of  those  vouchers? 
A.  'So,  sir. 

Q.  Have  you  ever  requested  Mr.  Murray  to  sign  any  vouchera 
for  the  Mutual  Life  ?    A.  No,  sir. 

Q.  Do  you  know  what  services  were  rendered  by  Mr.  Murray 
to  the  Mutual  Life?  A.  No,  sir,  what  are  the  dates  of  those 
two  receipts  I  recognized — what  are  the  dates,  I  did  not  look  at 
that. 

Q.  I  think  you  recognized  these  1904 — ^I  think  these  are  the 
ones  you  recognized  (indicating).  A.  Those  are  the  only  two  I 
recognize  as  Murray's  signature. 

Q.  Did  you  ever  request  Mr.  Murray  to  perform  any  services 
for  the  Mutual  Life?  A.  Those  two  dates  I  referred  to,  Mr. 
Murray — ^I  was  not  practising  law  then. 

Q.  Yes,  I  know,  but  did  you  ever  request  him  to  render  any 
services  to  the  Mutual  Life?    A.  Not  that  I  recall,  no. 

Q.  Can  yoTi  be  positive  about  it?  A.  Except  tiiat  when  ha 
was  in  the  office  down  here 

Q.  That  was  ten  years  ago.     From  1900  have  you  ever  re- 
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quested  Mr.  Miirray  to  render  any  services  to  tlie>  Mutual  Life? 
A.  Wo. 

Q.  Do  you  know  anything  about  any  services  he  has  rendered, 
anything  about  his  relation  to  the  company  or  to  these  vouchers? 
A.  TSo,  sir 

ME.  inJGHES :   I  will  have  these  marked  for  identification. 

(Vouchers  referred  to  marked  respectively,  Exhibits  Nos.  539, 
540,  541,  542  and  543  and  544  for  identification.) 

Q.  Who  is  John  E.  Ashe,  Jr.  ?  A.  I  am  not  sure  about  initials. 
I  know  an  Ashe — a  young  man  in  Albany  that  hangs  around  the 
Capitol  there. 

Q.  Was  he  ever  your  clerk?  A  No,  no  more  than  he  was 
clerk  of  a  great  many  other  people. 

Q.  Well,  in  what  sense  was  he  at  all  related  to  you?  A.  He 
Vised  to  typewrite  a  letter  for  me  once  in  a  while — that  is  I  wrote 
my  own  letters — and  sometimes 

Q.  I  show  you  a  voucher  of  March  6,  1903;  is  that  Mr.  Ashe's 
signature?  A.  Oh,  I  don't  know,  sir;  I  could  not  tell.  I  don't 
think  I  ever  saw  his  handwriting. 

Q.  Do  you  know  of  any  services  that  he  was  rendering 
during  the  session  of  1903,  for  the  Mutual  Life?  A.  No,  I  don't 
know  what  he  could  do  for  anybody. 

Q.  Did  you  ever  ask  him  to  render  any  services  for  the  Mutual 
Life?    A.  Never. 

Q.  Did  you  ever  ask  him  to  render  any  services  for  you  for 
which  the  Mutual  Life  paid?  A.  No;  he  used  to  typewrite  a  letter 
for  me  once  in  a  while. 

Q.  Here  is  a  voucher,  March  6,  1903,  of  $961.18  for  services 
from  January  1st  to  April  1st,  John  E.  Ashe,  Jr.,  with  "Fields" 
in  the  margin — do  you  know  anything  about  the  matter  at  all? 
A.  No,  sir,  I  do  not. 

Q.  Here  is  'ajiother  voucher  of  April  6,  1903,  $150,  marked 
'Tields,"  signed  "John  E.  Ashe,  Jr."  Do  you  know  anything 
about  that?    A.  No,  sir. 

Q.  Or  the  services  which  were  rendered?  A.  No,  sir;  and  the 
same  statement  is  true  as  to  any  that  may  have  his  name — I  don't 
know  anything  about  it. 

Q.  Were  you  also  employed  by  the  Equitable  Life?    A.  Never. 

Q.  Were  you  ever  employed  by  the  Equitable  Life?  A.  Never, 
no  air,  nor  any  other  insurance  company. 
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Q.  Li  that  jour  signature  (handing  witness  paper)?  A.  It  is. 
I  don't  know  anything  about  it. 

MK.  HUGHES :    I  offer  the  voucher  in  evidence. 

(Paper  marked  Exhibit  No.  545,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Did  you  receive  that  money?  A.  I  don't  remember  any- 
thing about  that,  sir. 

Q.  We  have  been  informed  that  a  blue  stamp  indicates  cash  pay- 
ment when  used  on  Equitable  vouchers.  Do  you  recall  receiving 
thirty-five  hundred  dollars  in  cash  directly,  or  indirectly,  from  the 
Equitable  Life  AssTirance  Society?    A.  I  do  not,  sir. 

Q.  Are  you  prepared  now  to  say  positively  that  you  were  never 
retained  by  the  Equitable  Life?  A.  I  don't  remember  ever  having 
been  retained,  sir.     I  can  frankly  say  I  don't  remember. 

Q.  What  is  the  meaning  of  "  Water  account"  at  the  head  of 
that?    A.  That  I  don't  know,  sir. 

Q.  What  is  the  meaning  of  "E"  at  the  head  of  it?  A.  That  I 
don't  know. 

Q.  Well,  does  not  this  voucher  recall  anything  to  your  mind, 
Senator?    A.  No,  sir. 

Q.  Is  the  whole  voucher  in  your  handwriting?  A.  It  appears 
to  be  in  my  handwriting. 

Q.  The  whole  thing?    A.  The  whole  thing. 

Q.  What  is  the  explanation  of  it?  A.  I  don't  know,  sir;  I  can- 
not give  you  any  explanation.    I  don't  know  anything  about  it. 

Q.  Senator,  be  good  enough  to  reflect  and  search  your  memory, 
because  it  must  be  that  you  have  some  j-ecollection  of  that  three 
thousand  five  hundred  dollars?  A.  I  don't  remember  anything 
about  that,  Mr.  Hughes. 

Q.  Do  you  know  William  M.  Johnson?  A.  William  M.  John- 
son?   No,  I  don't  think  I  remember  anybody  of  that  name. 

Q.  William  M.  Johnson.  I  should  have  said,  William  N.  John- 
son.    A.     That  don't  help  me  out  any. 

Q.  I  show  you  a  voucher  dated  May  2,  1898,  signed  William 
N.  Johnson,  Attorney  at  Law,  in  the  margin  bearing  the  initial 
'T.  Water  account,"  and  reciting  the  receipt  of  fifteen  hun- 
dred dollars  from  the  Equitable  Life,  the  amount  having  ap- 
parently been  paid  in  cash,  as  the  blue  stamp  there  would  in- 
dicate. Now,  do  you  remember  anything  about  the  water  ac- 
count with  which  you  had  something  to  do  and  Mr.  Johnson  had 
something  to  do A.  I  don't  know  who  this  Johnson  is. 
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Q.  Don't  recall  him  at  all.  Do  you  remember  Mr.  Johnson 
who  rendered  ser-\dces  for  the  Mutual  Life?  A.  There  was  a 
Johnson  at  one  time  connected  with  the  Mutual  Life. 

Q.  In  what  way  ?  A.  I  think  he  was  connected  with  the  Law 
Department,  but  I  don't  know  whether  his  name  was  William  N. 

Q.  He  rendered  services  in  connection  with  legislation  in 
other  States,  didn't  he  ?     A.  That  I  don't  know. 

Q.  Did  you  ever  meet  Mr.  Johnson?  A.  I  have  seen  him 
around  there  and  perhaps  I  have  spoken  to  him,  but  I  never  had 
any  business  relations  with  him. 

Q.  I  show  you  another  voucher,  May  2,  1898,  signed  by  Charl- 
ton T.  Lewi?,  and  headed,  "  F.  Water  Account."  Now,  I  call 
your  attention  to  the  fact  that  these  three  vouchers  aggregate  ten 
thousand  dollars,  I  find  on  the  same  day.  May  2,  1898,  and  all 
headed,  "  F.  Water  Account."  Do  they  not  in  some  way  refresh 
your  recollection  ?  A.  No,  sir,  I  never  saw  these — I  knew  Charl- 
ton T.  Lewis  was  a  lawyer  in  the  building  and  I  believe  he  did 
business  with  the  Mutual  Life  Insurance  Company,  but  I  never 
had,  I  don't  think,  even  a  speaking  acquaintance  with  him;  I 
don't  know  anything  about  it,  and  I  do  not  understand  it — I 
cannot  recall  about  that  water  account. 

Q.  Was  the  latter  in  relation  to  any  bill  introduced  in  the 
Legislature  relating  to  any  water  company  ?  A.  No,  sir,  I  never 
had  anything  to  do  with  any  legislation  affecting  a  water  company 
in  my  life,  that  I  know  anything  about. 

Q.  I  show  you  memoranda  under  date  of  March  25,  1898, 
given  by  Mr.  Jordan  to  Mr.  Fields,  referring  to  a  certain  bill 
with  regard  to  a  water  and  electric  power  company;  did  you  have 
anything  to  do  with  that  bill?    A.  In  what  way? 

Q.  In  any  way  ?    A.  I  do  not  recall  it. 

Q.  I  am  simply  endeavoring  to  see  if  you  can  recall  these 
services  for  which  the  thirty-five  hundred  dollars  are  paid.  A. 
I  do  not  recall  it  at  all. 

ME.  HUGHES.  In  connection  with  Exhibit  545  it  should 
be  noted  and  I  think  that  the  best  way  is  for  the  stenographer 
without  making  the  entry  here  to  go  back  to  the  place  where 
that  exhibit  is  read  and  add  the  initials  P.  D.  J.  and  J.  W.  A. 
I  will  ask  that  the  other  exhibits  or  vouchers  shown  the  witness 
should  be  marked  for  identification. 

(Papers  marked  Exhibits  545  and  547  respectively  for  iden- 
tification.) 
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Q.  Have  you  any  way  of  refreshing  your  recollection  witli 
regard  to  tlie  services  rendered  to  the  Equitable?  A.  I  have 
been  trying  to  do  it  and  I  cannot  recall  about  it. 

Q.  In  the  various  vouchers  that  have  been  shown  you  recall 
to  the  Mutual  Life  Company,  mention  were  made  of  disburse- 
ments. Did  you  keep  any  account  of  disbursements?  A.  Part 
of  the  time  I  did,  yes,  but  the  disbursements  did  not  amount  to 
much. 

Q.  Was  that  simply  a  phrase  for  services  for  disbursements? 
A.  No,  I  think  probably  where  it  occurred,  disbursements  to 
Albany  or  something  of  that  kind.  I  do  not  think  the  disburse- 
ments were  any  feature  of  it. 

Q.  Do  you  know  of  any  records  or  memoranda  which  you 
can  look  up  to  enable  you  to  state  what  services  you  rendered 
•for  the  Equitable  or  what  the  consideration  was  for  the  pay- 
ment to  you  of  the  $3,500  ?  A.  I  do  not  know  of  any,  but  I 
shall  be  very  anxious  to  do  it  if  I  have  them. 

Q.  Now  you  recall,  do  you  not,  the  fact  that  you  got  $3,500  ? 
A.  No,  I  don't  know  that  I  do.  My  mind  seems  to  be  a  blank 
on  that  question. 

MR  STANOHEIELD :  I  would  like  to  have  the  witness  in- 
formed what  the  counsel  for  the  Committee  claims  the  words 
"  water  account "  on  these  vouchers  refer  to  or  mean. 

ME.  HUGHES :  You  mean  you  would  like  to  have  me  tell  the 
witness  what  I  think  they  mean  ? 

MR.  STANCHFIELD:  It  may  refresh  his  recoUoeliou  and 
he  can  look  it  up  and  see  what  he  received  that  money  for. 

MR.  HUGHES  :  I  have  not  the  slightest  idea  what  that  m^ars. 
I  wanted  the  witness  to  tell. 

THE  WITNESS :  I  have  tried  to  be  as  frank  as  I  could  lo 
you  about  everything.     My  mind  is  a  blank  on  that. 

MR.  HUGHES :  I  have  seen  references  in  the  bills  introduced 
to  wafr-r  matters  and  of  course  we  are  searching  for  information. 

MR.  STANCHFIELD:  We  will  take  your  statement  you  have 
no  knowledge.  I  would  like  to  have  it  appear  specifically  that  in 
the  year  1898  the  witness  was  not  a  member  of  the  Legislature  but 
was  engaged  in  practicing  law  in  this  city. 
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MR.  HUGHES :  I  tliink  that  does  appear,  but  I  will  ask  tlie 
question  to  leave  no  doubt  about  it.  In  1898  you  were  not  a  mem- 
ber of  the  Legislature? 

THE  WITNESS:  No,  sir. 

Q.  You  were  practicing  law  in  New  York  ?     A.  Yes. 
Q.  With  offices  in  the  Mutual  Life  Building?     A.   Yes. 

MR.  STANCHFIELD:  I  would  like  to  have  you  ask  him 
whether  his  annual  retainer  with  the  Mutual  Life  antedates  Janu- 
ary 1,  1899. 

MR  HU(?B:ES:   I  will  put  that  question.     Answer  it. 

Q.  Does  your  retainer  for  the  Mutual  Life  antedate  January, 
1899  ?     A-  Yes,  sir. 

Q.  How  many  years?  A.  Well,  1  told  you  I  was  not  certain 
about  that  but  I  think  it  antedates  1899. 

Q.  Do  you  know  whether  it  antedates  it  more  than  a  year  ?  A. 
I  think  so. 

Q.  More  than  two  years?  A.  Well,  I  would  say  about  two 
years. 

Q.  Is  that  your  best  recollection  about  two  years  ?  A.  I  think 
so. 

Q.  The  same  amount,  $3,000  a  year?     A.  Yes,  sir. 

MR.  STANtlHFIELD:.  I  would  like  to  have  you  ask  him 
whether  during  any  time  when  he  was  a  member  of  the  Legis- 
lature he  was  ever  under  any  retainer  from  the  Mtttual  Life  ? 

MR.  HUGtHES:  I-think  I  have  asked  that,  but  I  will  ask  it 
again. 

Q.  During  the  time  you  were  a  member  of  the  Legislature, 
were  you  under  any  retainer  from  the  Mutual  Life  ?     A.  No,  sir. 

Q.  Or  any  other  insurance  company.     A.  No,  sir. 

Q.  Or  did  you  receive  from  anybody  any  money  in  connection 
with  any  legislation?     A.  No,  sir. 

MR.  STANCHFIELD:  I  would  like  to  have  you  ask  him 
whether  or  not  it  was  the  understanding  between  the  witness 
and  Mr.  Short,  the  general  solicitor  of  the  Mutual  Life,  that  in 
consideration  of  his  annual  retainer  he  was  to  supervise,  inspect 
and  pass  his  opinion  upon  every  legislative  measure  that  might 
be  submitted  to  him  by  the  company. 
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ME.  HUGHES:  I  will  ask  that  question.  You  have  heard 
what  Mr.  Stanchfield  said.     What  is  your  answer  ? 

THE  WITNESS:    That  was  substantially  correct^  sir. 

Q.  And  did  you  do  that  ?     A.  Yes,  from  time  to  time. 

Q.  Did  you  talk  with  Mr.  Eields  in  regard  to  those  matters? 
A.  Yes,  sir,  and  Mr.  Short,  too. 

Q.  And  you  understood  that  Mr.  Fields  was  looking  after  those 
bills  during  the  period  of  your  retainer  ?     A.  Yes,  sir. 

Q.  And  you  had  frequent  conferences  with-  him  as  to  the 
measures  which  should  be  supported  or  opposed  ?     A.  Yes. 

Q.  And  as  to  the  steps  that  should  be  taken  in  the  support  or 
opposition  to  such  measures  ?  A.  So  far  as  public  hearings  were 
concerned. 

Q.  If  you  had  the  matters  of  legislation  to  look  after  so  closely, 
and  you  were  in  consultation  with  Mr.  Eields,  didn't  you  discuss 
with  him  what  should  be  done  to  defeat  measures  the  insurance 
company  did  not  like  ?     A.  No ;  I  am  not  an  artist  ia  that  line. 

Q.  Mr.  Fields  was  the  artist  ?     A.  I  don't  say  that. 

Q.  No ;  but  you  didn't  have  anything  to  do  with  that  ?  A.  I 
don't  think  any  company  in  the  State  of  New  York  would  give 
me  ten  cents  in  ten  years  as  a  lobbyist. 

Q.  What  did  you  do  in  looking  over  legislation?  A.  I  con- 
sulted as  to  the  effect  of  them. 

Q.  You  would  give  your  legal  opinion?  A.  Yes,  as  to  the 
effect. 

Q.  As  to  the  effect  of  the  legislation  ?  A.  Sometimes  he  sug- 
gests changes. 

Q.  As  to  possible  amendments  of  bills*  which  would  avoid  the 
effect  that  was  not  thought  desirable?     A.  Yes. 

ME.  STANCHFIELD:  I  would  like  to  have  you  ask  the  wit- 
ness whether  a  single  dollar-  of  any  of  the  amounts  paid  to  him 
between  February  10,  1899,  and  March  26,  1902,  ever  disbursed 
by  him  for  legislative  services  in  the  interest  of  the  Mutual  Life 
or  Mr.  Fields. 

ME.  HUGHES:    I  will  ask  that  question.      What  do  you  say  ? 

THE  WITNESS:  I  say  no,  sir,  if  you  mean  by  disbursed  paid 
to  other  people  —  I  say  no  emphatically. 

ME.  STANCHFIELD:  I  think  that  covers  all  at  present,  but 
I  would  like  this  matter  left  open  with  a  view  of  giving  the  Sena- 
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tor  the  opportunity  to  see,  if  he  can,  what  evidence  will  be  dis- 
covered with  reference  to  that  voucher. 

ME.  HUGHES:  I  will  request  Mr.  McClelland  to  avail  him- 
self of  all  sources  of  information  to  the  end  that  he  may  explain 
for  what  services  the  moneys  were  received  from  the  Equitable 
that  are  mentioned  in  the  voucher  of  May  2,  1898,  Exhibit  545. 

JOHN  C.  McCALL,  recalled  by  Mr.  Hughes. 

Q.  Mr.  McCall,  I  asked  the  other  day  to  have  the  chief  book- 
keeper of  your  company  testify  with  reference  to  the  inclusion 
in  any  ledger  account  of  the  amounts  paid  by  J.  P.  Morgan  & 
Company  to  take  up  certain  notes  of  Andrew  Hamilton  and 
E.  E.  McCall  and  subsequently  repaid  to  J.  P.  Morgan  &  Com- 
pany out  of  the  profits  payable  to  the  IsTew  York  Life  upon  the 
United  States  Steel  Corporation  syndicate  transaction.  I  under- 
stand that  Mr.  Franklin  is  away  at  present  and  that  you  are  able 
to  give  the  information.  A.  I  have  had  the  books  searched,  our 
records  searched  and  I  cannot  find  this  amount  charged  off  to 
legal  expenses  that  year. 

Q.  Then  the  amount  paid  by  Morgan  &  Company  of  $57,000 
A.     $59,000  I  think  it  is  —  $59,310. 

Q.  The  amount  is  $56,720.55  of  principal  advanced  by  J.  P. 
Morgan  &  Company,  and  with  interest  added  is  $59,310.79. 
Now,  is  that  amount,  $59,310.79,  or  any  part  of,  charged  to 
legal  .expenses  of  the  New  York  life  Insurance  Company? 
A.  No  part  of  it  is  charged  legal  expenses  of  the  New  York 
Life  Insurance  Company  because  the  New  York  Security  & 
Trust  Company  only  remitted  to  the  New  York  Life  Insurance 
Company  the  net  amount  of  that  transaction. 

Q.  The  only  amount  that  went  through  your  books  was 
$27,876.71  ?      A.  That  is  right 

Q.  Mention  was  made  yesterday  of  another  amount  of  $18,000 
paid  to  Andrew  Hamilton  by  the  New  York  Security  &  Trust 
Company  in  connection  with  the  liquidation  of  the  Union  Sav- 
ings Bank  and  Trust  Company.  Do  you  know  anything  about 
that?  A.  i  have  just  done  nothing  with  it.  It  was  a  trans- 
action made  by  Mr.  Gibbs,  treasurer  of  the  company  who  bought 
the  warrants  —  I  think  it  was  Spokane. 

Q.  Can  you  testify  as  to  the  account  —  liave  you  sufficient  in- 
formation to  state  whether  that  money  went  to  Mr.  Hamilton? 
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A.  1^0,  I  have  not  except  the  information  I  see  in  the  papers 
and  our  books. 

Q.  Is  any  amount  paid  to  Mr.  Hamilton  by  the  New  York 
Security  &  Trust  Company  for  the  New  York  life  Insurance 
Company  charged  to  any  account  on  the  books  of  the  New  York 
Life  Insurance  Company  ?  A.  I  could  not  tell  you  that  because 
I  have  not  investigated. 

Q.  You  have  an  exhibit  I  understand  that  you  desire  to  pro- 
duce? A.  I  have  two  exhibits,  one  that  has  gone  and  one  that 
we  have  received. 

ME.  HUGrHES:  t  will  offer  the  cable  received  under  date  of 

November  28,  1905,  in  evidence. 

(Cable  marked  Exhibit  548,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  That  you  understand  relates  to  the  letters  of  Mr.  John  A. 
McCall  addressed  to  Mr.  IngersoU  and  enclosing  a  letter  to 
Andrew  Hamilton  requesting  the  return  of  the  latter  ?    A.  Yes. 

Q.  And  to  that  cable  just  read  you  have  sent  the  answer  now 
shown?    A.  Yes. 

ME.  HUGHES:  I  offer  it  in  evidence. 
(Paper  marked  Exhibit  No.  549.) 

THE  WITNESS:  The  "  Norm  "  in  the  first  cable  is  also  the 
president's  code  name. 

Q.  And  this  cable  you  have  just  shown  me  has  been  sent 
to-day?    A.  Yes. 

Q.  Who  is  the  secretary  referred  to?    A.  I  am. 

Q.  You  propose  to  sail  on  the  Lucania?  A.  Yes,  on  Saturday 
morning. 

Q.  And  you  propose  to  see  Judge  Hamilton?    A.  I  do,  yes. 

Q.  And  to  induce  him  to  return,  if  possible?  A.  I  will  use 
every  effort  in  my  power  to  get  him  to  return  if  his  health  permits. 

Q.  And  if  he  cannot  return  you  propose  to  get  a  full  accounting 
— that  is,  a  statement  of  the  persons  who  have  received  the  moneys 
which  have  been  placed  in  his  hands?  A.  I  will  obtain  from 
Judge  Hamilton  as  full  an  accounting  as  I  possibly  can. 

Q.  And  if  he  has  not  papers  abroad  which  will  enable  him  to 
give  you  the  information,  you  propose  to  obtain  authority  to  re- 
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ceive  the  papers  here  and  examine  same?  A.  I  have  not  thought 
about  that,  but  if  you  think 

Q.  It  would  be  well  to  have  that  in  mind.  A.  I  do  not  know 
of  anybody  who  has  got  his  papers. 

Q.  Well,  probably  Judge  Hamilton  can  tell  you,  and  I  am 
merely  suggesting,  in  case  he  has  not  the  necessary  papers  with 
him  abroad,  you  should  find  out  who  has  his  check  book  and 
account  books  and  memorandum  in  this  country,  and  you  should 
put  yourself  in  communication  with  me  as  quickly  as  possible  to 
the  end  that  they  may  be  put  at  the  disposition  of  the  committee 
so  far  as  they  relate  to  moneys  which  have  been  placed  in  Mr. 
Hamilton's  hands  by  the  ISTew  York  Life  Insurance  Company? 
A.  I  wiU  do  that,  Mr.  Hughes. 

GEORGE  D.  ELDRIDGE,  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Eldridge,  I  desire  to  inquire  a  little  further  into  the 
classification  of  the  policies  issued  by  your  company.  When  did 
you  first  attempt  a  classification?  A.  All  policies  issued  up  to 
July,  1890,  were  of  a  general  form  providing  for  the  first  use  of 
surplus  at  the  end  of  fifteen  years.  At  that  time  a  policy  was 
adopted  which  provided  for  the  use  of  surplus  at  the  end  of  ten 
yearK,  and  from  that  time  there  ceems  to  be  a  distinction  made 
between  the  fifteen  year  policies. 

Q.  Then  in  1890,  all  the  policies  issued  previously  were  put  in 
one  class  and  called  the  fifteen  year  class?  A.  That  is  not  exactly 
correct.  All  policies  issued  prior  to  that  belonged  to  the  fifteen 
year  class,  but  there  were  policies  issued  after  July,  1890,  which 
belonged  to  the  fifteen  year  class. 

Q.  When  did  you  first  set  aside  any  number  of  policies  as  con- 
stituting a  fifteen  year  class?  A.  There  never  was  any  formal 
setting  aside  of  policies  as  constituting  a  fifteen  year  class. 

Q.  When  did  you  first  segregate  any  number  of  policies  as 
forming  a  class?  A.  There  never  was  any  formal  segregation  of 
policies  as  forming  a  class. 

Q.  What  was  done  in  the  direction  of  their  classification?  A. 
Simply  the  distinctions  as  regards  class  are  a  distinction  as  between 
the  different  forms  of  policies  as  in  other  companies.  Whole  life, 
terms  policies,  and  endowment  policies.  That  is  the  fundamental 
meaning  of  the  distinction  on  fifteen  year,  ten  ;^ear,  and  five  year 
and  so  forth. 
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Q.  Have  you  not  set  aside  or  treated  separately  tlie  policies 
known  as  the  fifteen  year  class  in  order  to  ascertain  whether  or  not 
there  is  a  deficiency  in  that  class?  A.  We  have  kept  our  accounts 
so  that  we  would  know  what  was  received  from  the  policies  of  that 
form  and  what  had  been  paid  out  under  claims  on  the  policies  of 
that  form. 

Q.  When  the  Insurance  Commissioner  of  Massachusetts 
took  up  with  you  the  question  of  your  right  to  raise  rates  upon 
such  policies,  did  you  not  present  to  him  a  classification  of  the 
policies  known  as  the  fifteen  year  policies  for  the  purpose  of 
showing  that  there  was  a  deficiency  in  those,  separately  con- 
sidered, which  entitled  jow  to  increase  assessments?  A,  We  did, 
He  did  not  take  that  up  with  us;  we  took  that  up  with  him.  We 
applied  to  him  for  the  right  to  increase  under  a  certain  portion 
of  our  policies,  and  under  the  law  of  Massachusetts  we  have  to 
do  that. 

Q.  That  was  in  the  Spring  of  1898?  A.  That  was  in  the 
Spring  of  1898. 

Q.  And  in  connection  with  that  you  classified  all  policies  is- 
sued before  July,  1890,  as  a  fifteen  year  class?  A.  ISTo,  sir, 
we  took  all  policies  that  were  issued  upon  the  form  where  the 
first  provision  for  the  benefit  of  the  surplus  accrued  at  the  end 
of  fifteen  years,  and  referred  to  that  class  of  policies  whether 
they  were  issued  prior  to  July  1,  1890,  or  subsequent  to  it. 

Q.  Did  not  you  claim,  that  dowii  to  189Y  the  policies  of  the 
fifteen  year  class  showed  a  deficit  of  over  $800,000  separately 
considered?  A.  We  showed  that  separately  considered  that  they 
did  not  show  such  a  deficit.  We  did  not  claim,  though,  that  they 
were  liable  for  that  entire  deficit. 

Q.  Did  you  not  claim  by  reason  of  that  deficiency  that  they 
bad  no  equity  in  the  surplus  of  the  company?  A.  We  claimed 
that  by  the  reason  of  their  cost  of  insurance  having  consumed 
everything  they  had  paid,  they  had  no  equity  in  the  existing 
surplus  fund  in  the  company. 

Q.  And  to  show  that  they  had  no  such  equity  and  that  this 
deficiency  existed  you  treated  them  for  the  purpose  of  an  ac- 
counting as  a  separate  class?  A.  Oh,  we  considered  that  form 
of  policy  separately,  certainly. 

Q.  And  that  embraced  all  policies  issued  prior  to  July,  1890, 
and  some  issued  subsequently?     A.  Yes. 

MR  HUGHES:  N'ow,  I  read  in  evidence  from  the  report  of 
the  Chief  Examiner  of  the  Insurance  Department  of  N"ew  York 
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under  date  of  May  16,  1898,  Exhibit  A,  entitled  "  Showing  the 
mortuary  receipts  and  disbursements  of  the  fifteen  year  class 
from  1881  to  December  31,  1897." 

(Paper  marked  Exhibit  550) 

Q.  From  that  it  appears  that  if  all  the  death  claims  then  out- 
standing as  proved  reported  or  no  proofs  upon  which  had  been 
received,  or  resisted  and  the  outstanding  bonds  and  bond  obliga- 
tions therein  stated  were  paid,  out  of  the  receipts  from  the  policies 
entitled  the  fifteen  year  class,  there  would  be  a  deficiency  of 
$852,876.76?     A.  Yes. 

Q.  Prior  to  July,  1890,  you  had  as  a  matter  of  fact,  with  no 
other  policies  save  policies  of  that  class,  accumulated  a  large 
amount  of  property?     A.  Accumulated — ^yes,  sir. 

Q.  What  amount?  A.  About  $3,000,000;  well,  I  think  about 
between  two  and  three  million  dollars  of  assets,  my  impression  is. 
I  am  only  speaking  from  recollection. 

Q.  And  you  had  accumulated  that  out  of  the  moneys  received 
from  the  policyholders  of  this  class  of  policy?     A.  Yes,  sir. 

Q.  And  that  accumulation  was  largely  represented  in  invest- 
ment in  your  building  and  in  the  bonds  and  mortgages  held  and 
securities  and  cash  deposits?     A.  Yes,  sir. 

Q.  In  this  statement  reference  is  made  to  outstanding  bonds 
and  outstanding  bond  obligations.  Those  were  the  earlier  forms 
of  bonds?     A.  They  were. 

Q.  I  think  that  we  failed  yesterday  to  put  in  evidence  that 
form  of  bond.  Ilfave  you  one  here?  A.  We  are  a  little  bit 
unfortunate.  Mr.  Tyng  had  those  papers,  I  am  afraid,  that 
they  are  so  arranged  by  Mr.  Tyng  —  we  will  have  it  immediately 
after  recess. 

(Paper  handed  witness.) 

That  is  on  the  later  form,  that  is  the  second. 

Q.  I  want  the  earliest  form.  A.  This  is  the  earliest  form,  I 
think. 

MK.  HTJGHES:    I  offer  that  in  evidence. 
(Paper  marked  Exhibit  551.) 

Q.  Wow,  that  was  virtually  a  negotiable  bond?  A.  Undoubt- 
edly. 
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Q.  For  the  payment  of  an  amount  in  cftsh,  and  when_  these 
came  due  you  paid  them  over  your  counter  in  cash?    A.  Yes,  sir. 

Q.  And  that  is  the  way  it  happened  that  in  making  up  this 
account  with  a  given  class  of  policies,  fifteen  year  plan  issued 
prior  to  1890,  that  is  all  issued  prior  to  1890,  and  some  issued 
later,  were  treated  as  absolute  obligations  ?    A.  Yes,  sir. 

Q.  Has  this  in  practice  been  treated  as  a  separate  class  since 
1898,  that  is  have  you  kept  an  account  of  that  class  to  determine 
whether  it  paid  its  own  way,  whether  anything  was  accumulated 
from  the  surplus?    A.  We  have,  yes. 

Q.  Has  this  deficiency  in  this  class  of  $852,876.76  as  it  existed 
on  December  31,  1897,  been  reduced?  A.  It  has  not,  it  has  in- 
creased. 

Q.  What  is  the  amount  of  it  approximately  to-day?  A.  My 
impression  is  that  on  the  31st  day  of  December  it  was  about 
$1,900,000. 

Q.  19'04?    A.  Yes. 

Q.  So  that  if  you  closed  up  all  your  outstanding  death  claims 
on  policies  of  that  fifteen  year  class  and  all  outstanding  bond 
obligations  you  would  have  a  d(?ficieney  of  the  total  amount  of 
money  received  from  that  class  of  about  $1,900,000?  A.  Well, 
that  did  not  count  the  outstanding  death  losses.  That  only  cotmted 
the  actual  payments  that  had  been  paid  —  counting  the  actual 
death  losses 

Q.  In  that  class?  A.  In  that  class,  and  the  bond  statement, 
it  would  have  amounted  to  between  two  million  and  two  million 
one  hundred  thousand. 

Q.  At  the  end  of  1904?    A.  Yes. 

Q.  So  that  instead  of  that  class  of  policies  accumulating  any- 
thing, according  to  the  decisions  of  your  company,  or  rather  in- 
stead of  the  company  having  accumulated  anything  out  of  the 
payments  made  by  the  policyholders  of  that  class,  there  is  ac- 
cording to  your  accounts  an  actual  deficit  of  about  two  million 
dollars?  A  Yes,  sir,  that  is,  if  you  count  all  the  losses  of  that 
class  as  against  that  class. 

Q.  Yes.  If  you  take  that  class  separately?  A.  If  you  take 
that  class  separately. 

Q.  And  take  all  the  moneys  you  got  from  them  and  all  the 
moneys  you  owe  to  them  on  claims  and  bond  obligations  and 
bond  statements,  you  would  have  a  deficit  of  two  millions?  A, 
Yes. 
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Q.  Then  it  is  the  position  of  your  company  that  the  policy 
holders  of  that  class  have  no  equity  or  interest  whatever  in  any 
of  jour  assets?  A.  No,  I  cannot  say  that  that  is  the  case,  because 
we  assume,  of  course,  that  all  the  assets  of  the  company  are  liable 
for  the  losses  —  for  the  liabilities  of  the  company. 

Q.  I  understand  that,  of  course,  but  you  had  an  equitable 
apportionment  to-day  according  to  the  position  of  your  company, 
by  reason  of  the  existence  of  this  deficiency  on  an  accounting  of 
the  policies  of  that  class,  your  position  would  be  that  the  policy 
holders  of  that  class  had  no  equity  in  the  company's  property? 
A.  Yes,  sir,  but  we  should  not  base  it  entirely  upon  that  showing. 

Q.  What  would  you4>ase  it  on  apart  from  that?  A.  I  would 
base  it  upon  a  calculation  as  to  the  proper  amount  of  death  losses, 
from  the  standpoint  of  insurance  cost  that  should  be  charged 
against  that  class.  We.  do  not  claim  that  the  entire  death  losses 
of  that  class  should  be  charged  against  the  receipts  of  that  class. 

Q.  But  that  is  what  you  do  when  you  make  up  an  accounting  ? 
A.  That  was  what  we  did  in  that  accounting  there.  But  in  the 
presentation  to  the  Insurance  Department  of  JUCassachusetts  we 
went  further  than  that  and  showed  them  that  the  anaounts  that 
we  claimed  as  due  from  that  class  equitably  on  the  adjustment  of 
cost  was  only  a  little  over  four  hundred  thousand  dollars,  and 
not  eight  hundred  thousand. 

Q.  Why  do  you  not  attribute  to  that  class  all  the  death  losses 
occurring  in  that  class?  A.  Because  the  members  of  that  class 
as  well  as  other  classes  are  members  of  the  Association  and  must 
bear  death  losses  as  measured  by  the  Association.  For  instance, 
when  that  ten  year  class  was  formed,  it  might  be  a  year,  it  might 
be  two  years,  according  to  the  business,  before  that  class  would 
be  able  to  sustain  the  death  losses  of  the  class  if  there  were  any 
abnormal  mortality.  That  class  came  in  with  the  guarantee  of 
the  fifteen  year  class  for  the  payment  of  their  obligations,  and 
they  came  in  as  a  portion  of  a  going  institution,  and  you  certainly 
should  not  take  the  men  who  made  the  institution  a  going  institu- 
tion, and  when  they  cease  to  have  any  addition  to  their  class, 
charge  them  with  the  entire  death  losses,  which  would  be  an 
increasing  amount,  and  give  them  no  benefit  which  had  been 
entered  afterward. 

Q.  Did  you  not  do  that  in  making  up  your  statement  at  the 
end  of  189Y  ?  A.  No,  sir,  that  was  made  up  by  the  Insurance 
Commissioner  himself,  and  not  by  us. 


3070  Legislative  Insurance  Investigation. 

Q.  Yes?  A.  But  that  was  simply  a  test,  and  then,  as  I  say, 
when  I  came  to  apply  to  the  Massachussets  Commissioner  for 
permission  to  increase,  I  went  further  than  that  and  showed  what 
was  the  equitable  charge  to  that  class  considered  as  part  of  the 
institution,  and  it  was  on  that  that  I  based  the  request  for  per- 
mission to  increase. 

Q.  And  what  was  the  deficit,  treating  that  class  as  a  part  of 
the  whole,  and  the  whole  as  a  going  concern?  A.  About 
$400,000. 

Q.  And  what  would  be  the  deficit  on  the  fifteen  year  class  as 
of  December  31,  1904,  on  the  same  basis?  A.  I  think  there 
would  be  a  fairly  equal  adjustment  between  the  income  and  outgo. 

Q.  Of  course,  as  a  matter  of  practice  you  paid  all  death  losses 
out  of  your  fund?     A.  Yes. 

Q.  You  do  not  keep  a  separate  fund?    A.  'No. 

Q.  But  you  classify  your  policies  in  order  to  be  able  to  show 
in  such  an  emergency  as  arose  in  Massachusetts  what  was  the 
Equitable's  share,  if  any,  of  the  policies  of  a  given  class?  A. 
Certainly. 

Q.  How  many  policies  have  you  outstanding  of  the  fifteen 
year  class  ?     A.   Something  under  three  thousand. 

Q.  And  what  amount  of  insurance  ?  A.  About  between  seven 
and  a  half  and  eight  million  dollars. 

Q.  And  what  amount  of  that  insurance  was  written  after  1890  ? 
A.  Why,  I  should  presume,  without  speaking  positively,  from 
one-tenth  to  one-eighth. 

Q.  Then,  beginning  in  1890,  you  wrote  policies  on  what  was 
called  a  ten  year  class  ?     A.  Yes. 

Q.  And  that  continued  for  how  long?  A.  Well,  that  con- 
tinued in  that  form  until  1896.  We  made  some  changes  in  the 
form  in  1896,  and  brought  it  more  clearly  under  the  ten.  year 
renewable  term  plan,  and  it  has  gradually  merged  into  that. 

Q.  Did  you  set  apart  the  ten  year  class  for  the  purpose  of  hav- 
ing an  accounting,  to  see  whether  the  insured  of  that  class  paid 
their  way?  A.  We  have  kept  our  accounts  so  that  we  could  find 
that  out. 

Q.  Do  they  show  a  deficit  or  surplus?  A.  They  show  a  sur- 
plus. 

Q.  To  what  amount,  as  of  December  31,  1904?  A.  On  the 
basis  of  the  entire  death  loss  of  the  company,  probably  about  a 
million  dollars. 
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Q.  But  yoti  do  not  keep  that  separate  for  the  benefit  of  that 
class?  A.  We  keep  any  contributions  that  they  may  have  made, 
and  are  entitled  to,  for  the  purpose  of  that  class. 

Q.  Do  these  accumulations,  this  surplus  of  a  million  dollars,  go 
in  any  way  to  the  benefit  of  the  fifteen  year  class?  A.  Not  as  a 
divisible  surplus.  It  stands  there  as  a  guarantee  for  the  payment 
of  their  losses  while  it  is  an  asset  of  the  company. 

Q.  Although  it  has  been  accumulated  exclusively  out  of  the 
policies,  or  payments  on  policies  of  the  ten  year  class?  A.  Un- 
doubtedly. 

Q.  Then,  in  1896,  did  you  adopt  a  new  class,  or  five  year  class? 
A.   We  adopted  the  five  year  class. 

Q.  What  was  the  difference  between  the  five  year  class  and  the 
ten  year  class  ?  A.  The  rates  of  premiums  were  higher  than  the 
ten  year  class  on  the  entire  table.  The  provision  for  any  benefit 
of  surplus  in  the  way  of  dividends  was  practically  the  same,  but 
there  was  a  provision  that  at  the  end  of  five  years  of  membership, 
if  there  had  been  any  direct  contribution  to  the  reserve  fund  of 
the  company,  the  accumulations  of  the  company,  the  policyholder 
could  upon  surrender  thereof  receive  a  certain  portion  of  that  in 
cancellation  of  his  policy. 

Q.  That  five  year  class,  or  the  policies  issued  in  that  class,  was 
what  was  known  as  the  five  year  combination  option  policy?  A. 
It  was. 

Q.  It  is  the  form  of  policy  I  read  in  yesterday  which  on  the 
face  of  it,  apparently,  is  a  level  premium,  but  by  reading  from  the 
provisions  on  the  other  side,  is  subject,  under  the  law,  to  an  in- 
crease of  assessment?  A.  That  is  the  form  of  policy  which  was 
issued  under  the  five  year  combination  option. 

Q.  The  one  numbered  313,505  is  an  illustration?    A.  Yes. 

Q.  Now,  do  the  policies  of  that  class  show  a  surplus  separately 
considered?    A.  They  do  not. 

Q.  They  show  a  deficit?  A.  They  show  a  deficit  from  the  re- 
serve that  has  been  charged  against  them  by  the  insurance  depart- 
ment. 

Q.  Of  what  amount,  as  of  December  31,  1904?  A.  Well,  I 
calculated  it  rather  as  of  the  present  date  because  of  the  assess- 
ment. 

Q.  Well?     A.  It  is  about  one  hundred  thousand  dollars. 

Q.  Then  after  1901,  when  you  were  reorganized  you  wrote 
your  straight  level  premium  policy?     A.  Well,  earlier  than  that 
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we  introduced  a  policy  wliich  had  for  its  premium  rates  the  same 
as  the  level  premium  policy,  but  was  of  course  written  under  the 
assessment  law.  That  was  written,  I  think  —  the  first  of  that  was 
written  in  1897,  and  we  continued  it  down  to  the  time  of  reorgan- 
ization in  1902. 

Q.  Do  they  form  part  of  the  five  year  class?  A.  They  do  not. 
They  form  what  we  call  our  contract  reserve  forms. 

Q.  When  you  increased  the  rate  of  assessments  by  taking  the 
age  between  the  age  of  entry  and  the  attained  age,  in  1895,  you 
increased  the  rate  on  policies  of  the  fifteen  year  class  exclusively  ? 
A.  We  did. 

Q.  And  when  you  raised  the  rate  to  the  attained  age  in  1898 
you  increased  the  rate  on  the  policies  of  the  fifteen  year  class 
exclusively?    A.  We  did. 

Q.  When  you  put  liens  upon  your  policies  in  1901,  you  put 
liens  upon  the  policies  of  what  class?  A.  We  put  Hens  upon  the 
policies  of  both  the  fifteen  year  and  ten  year  class  that  had  been 
issued  prior  to  October  1,  1892. 

Q.  When  you  started  with  your  policies  under  the  fifteen 
year  class  and  took  the  age  at  age  of  entry  or  stated  in  your 
heading  the  rate  as  of  that  age,  how  was  the  amount  deter- 
mined, was  it  practically  a  one  year  term  rate?  A.  It  was, 
loaded,  aimed  to  be  loaded,  thirty-three  and  one-third  per  cent. 

Q.  So  that  when  you  increased  the  rates  to  the  attained  age, 
you  had  the  rate  for  the  age,  say  forty-five,  but  you  did  not  have 
through  that  a  means  of  making  up  the  payments  wiich  should 
have  been  assessed  for  prior  years  at  attained  ages?    A.  No,  sir. 

Q.  Is  that  correct?    A.  That  is  correct. 

Q.  In  other  words,  if  a  man  is  insured  at  age  thirty  and  pays 
what  is  in  effect  a  one  year  term  rate,  and  that  runs  along  for 
fifteen  years  and  then  at  age  forty-five  he  is  insured  at  what 
ought  to  be  the  term  rates  for  age  forty-five,  that  does  not  make 
up  for  the  deficiency  in  payments  during  the  fifteen  years  when 
he  has  been  paying  at  age  thirty?    A.  It  does  not. 

Q.  The  result  was  that  you  found  that  despite  the  increase 
of  your  assessments  in  1895  and  1898,  that  you  were  still  behind 
with  those  policies?     A.  Yes. 

Q.  You  had  commenced  on  a  false  basis?  A.  They  had  com- 
menced on  a  false  basis. 

Q.  Well,  I  mean  the  association  or  company  had  commenced 
on  a  false  basis.     A.  Yes — ^well,  in  that  regard,  I  think  they 
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conjmenced  on  what  was  a  practical  basis,  but  tliey  doubted  the 
responsibilities  of  it  and  for  the  catering  for  the  amount  of 
business  to  be  written  they  failed  to  do  what  they  ought  to 
do   under  the  contract;  that  is  my  opinion. 

Q.  You  could  not  go  on  keeping  insurance  good  for  a  term 
rate  at  age  thirty  without  an  increase  of  assessments  as  the 
men  arrived  at  later  ages?    A.  Absolutely  impossible. 

Q.  And  at  the  start,  if  I  understand  it  correctly,  the  company 
was  very  desirous  of  making  a  remarkable  showing?  A.  It 
would  appear  so  from  the  record. 

Q.  And  you  went  on  on  a  basis  which,  from  an  insurance 
standpoint,  could  not  endure?     A.  Yes. 

Q.  Then  you  temporized  with  the  situation  in  1895  by  bring- 
ing up  the  rate  of  assessment  to  a  rate  half  between  the  age 
of  entry  and  the  attained  age?  A.  I  suppose  you  can  apply 
the  term  temporizing. 

Q.  There  is  not  any  doubt  about  the  justice  of  its  applica- 
tion?   A.  1^0,  I  don't  know  that  there  is. 

Q.  You  did  not  dare,  or  the  society  at  that  time  did  not  dare 
to  really  come  out  and  charge  the  rate  which  the  insurance 
required  ?  A.  I  don't  think  you  can  quite  say  that.  I  don't 
think  you  can  quite  apply  the  term  "  dare."  I  am  certain 
that  I  should  have  dared  to  do  it,  and  should  have  no  hesitation 
in  doing  it  from  the  standpoint  of  daring,  but  it  did  seem 
to  us,  from  the  fact  that  these  people  had  been  led  by  the 
course  of  practice  of  the  company  to  expect  the  continuance  of 
this  low  rate,  we  were  charged  as  the  managers  of  that  com- 
pany to  do  the  utmost  to  lighten  the  change  that  we  had  to 
make.  It  may  have  been  a  mistake  of  judgment,  but  I  do  not 
thiuk  it  was  from  the  standpoint  of  fear. 

Q.  "Well,  the  fear  that  I  had  in  mind  was  that  you  did  not 
want  to  reveal  to  the  policyholders  how  much  they  should  pay 
on  an  assessment  basis  to  keep  up  the  insurance.  A.  No,  I  do 
not  think  that  is  correct.  I  think  it  was  more  to  relieve  these 
people  from  the  immediate  payment  and  somewhat  gradually 
to  get  them  used  to  it  than  from  fear  of  revealing  anything. 

Q.  When  in  1898  you  did  raise  the  age  to  the  attained  age, 
that  was  only  a  palliative?    A.  It  was  only  a  palliative. 

Q.  That  left  a  long  period  of  time  during  which  insufficient 
assessments  had  been  paid?    A.  Yes,  sir. 

Q.  And  that  vice   of  the  assessment  situation  if  the  assess- 
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nienttf  actually  required  had  been  demanded  would  have  been  re- 
vealed ?    A.  Yes,  I  think  it  would. 

Q.  Certainly.  Sound  men,  as  the  assessments  would  increase, 
"^vould  get  out,  and  the  impaired  risks  would  stay  on,  and  the  rate 
would  keep  increasing  as  the  ages  increased,  and  you  tried  to  meet 
it  in  a  diplomatic  way  by  putting  the  age  to  the  age  that  the  in- 
sured had  attained,  but  that  left  you  mthout  recouping  yourself 
for  the  years  when  they  had  been  paying  at  the  age  of  entry,  or 
of  some  age  earlier  than  the  attained  age.  A.  Undoubtedly,  and 
I  think  I  might  add,  that  the  vice  of  the  situation  was  such 
that  it  would  have  been  impossible  for  any  one  absolutely  to 
have  corrected  it.  And  more  than  that,  if  I  may  digress  a 
trifle,  Mr.  Hughes,  I  think  that  the  vice  of  any  situation  that  goes 
on  to  hold  out  the  idea  of  a  natural  rate  advancing  for  insurance 
that  is  to  be  carried  through  life  -would  be  so  that  even  if  the 
mistake  had  not  been  made  originally,  it  would  have  resulted  dis- 
astrously. 

Q.  But  whatever  may  be  said  of  that  a  term  age  rate,  as  of 
age  thirty,  cannot  be  continued  as  men  grow  older  and  the  insur- 
ance company  pay  its  losses  ?     A.  Absolutely  impossible. 

Q.  And  that  is  what  your  company  really  tried  to  do  ?  A. 
That  is  what  the  company  tried  to  do. 

THE  CHAIRMAN:  The  Committee  will  hold  a  meeting 
immediately  after  the  adjournment.  We  will  now  take  a  recess 
until  2.30  P.  M. 

(Recess  imtil  2.30  P.  M.) 


AFTER  RECESS. 

GEORGE  D.  ELDRIDGE,  resumed. 

BY  MR.  HUGHES:  ' 

Q.  When  the  Mutual  Reserve  attempted  to  increase  the  as- 
sessments on  the  policies  in  the  fifteen  years'  class  in  189&,  was 
the  matter  brought  to  the  attention  of  the  New  York  Insurance 
Department?  A.  It  was  in  part  a  result  of  an  examination  by 
the  New  York  Insurance  Department  and  an  instruction  from 
the  Superintendent  made  in  that  report  of  that  examination,  the 
examination  occurring  or — occupying  from  1894  to  about  March 
1895,  I  think. 
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Q.  That  was  approved  by  the  Department,  that  Increase  of 
assessment?  A.  It  was  to  a  certain  extent  at  their  initiative. 
They  instructed  that  it  should  be  done  as  the  result  of  their 
finding. 

Q.  What  was  done  in  1898  wlicn  the  assessments  were  raised 
to  the  rate  at  attained  age  towards  bringing  the  matter  to  the 
attention  of  the  ISTew  York  Insurance  Department  ?  A.  At  the 
same  time  that  I  applied  to  the  Massachusetts  Insurance  Depart- 
ment for  their  permission,  I  notified  the  New  York  Insurance 
Department  of  the  necessity  that  existed  and  asked  its  approval 
in  the  same  form.  The  then  superintendent,  Mr.  Payn,  replied 
that  they  eould  not  endorse  without  making  an  examination; 
they  had  no  time  to  make  an  examination  during  the  balance  of 
the  year  and  suggested  that  the  examination  should  be  made 
after  the  increase  had  been  made.  They  began  the  examination, 
I  think,  in  March,  1898,  and  concluded  it  in  May,  and  ihat  re- 
quired'— that  was  read  this  morning — is  contained  in  the  report 
and  in  a  statement  by  Mr.  Payn- — he  uses  the  expression  that 
as  a  result  of  the  examination  it  is  shown  that  some  increase  in 
the  assessment  of  these  members  was  necessary.  He  did  not, 
however,  make  a  formal  approval  of  the  amount  of  the  increase 
we  had  made  or  certify  as  to  whether  such  amount  was  -necessary 
or  not,  as  we  had  hoped  that  he  would. 

Q.  Was  any  lien  placed  upon  the  policies  of  the  ten  year  class  ? 
A.  Only  those  issued  prior  to  October  1,  1892. 

Q.  Why  was  that  discrimination  made?  A.  Prior  to  October 
1,  1892,  the  law  of  this'  State  provided  that  the  benefit  be  paid 
by  an  assessment  company  should  be  conditioned  upon  the  same 
being  collected  from  an  assessment.  From  and  after  October  1, 
1892,  it  provided  that  the  amount  of  benefits  to  be  paid  should 
be  an  absolute  sum  for  which  the  company  and  its  assets  should 
be  bound  in  the  event  of  a  loss.  We  made  the  division  upon  that 
provision  of  the  law. 

Q.  Was  it  not  from  this  class,  ten  year  class,  that  you  have 
accumulated,  if  separately  considered,  a  surplus  of  about  a  mil- 
lion dollars  ?    A.  It  was. 

Q.  Then  why  did  you  put  a  lien  against  any  of  the  policies  of 
that  cla-ss?  A.  Because  we  believed  that  the  proper  place  to 
make  the  division  at  that  time  was  to  divide  on  the  difference 
made  by  the  law  of  the  State. 

Q.  Without  reference  to  the  results  of  the  particular  class  of 
policies?    A.  Yes, 
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Q.  In  fact,  was  that  a  just  discrimination?  A.  I  think  it  was 
as  just  a  one  as  we  could  make  under  all  the  circumstances  of  the 
case. 

Q.  Had  not  in  fact  the  policies  of  the  ten  year  class  on  which 
you  placed  this  lien  paid  for  themselves?  A.  The  portion  of 
the  policies  of  the  ten  year  class  upon  which  it  was  placed,  which 
was  a  comparatively  small  amount,  had  up  to  that  time  paid  for 
itseK,  but  it  obt^iined  the  advantage  of  a  method  by  which  the 
advances  of  premium  would  ultimately  all  stop. 

Q.  That  would  have  been  true  of  all  policies  of  the  class  ?  A. 
It  would  have  been  true  of  all  policies. 

Q.  So  there  does  not  seem  to  be  any  reason  why  a  lien  should 
be  placed  upon  a  particular  number  of  policies  of  that  class  which 
in  fact  had  paid  their  way?  A.  Because  the  sole  argument  is 
that  in  the  event  of  difficulties  with  the  company  or  failure  to 
collect  sufficient  revenue  the  policies  issued  prior  to  October  1st 
could  be  liquidated  by  a  division  of  the  assessments  realized  pro 
rata  to  the  liability.  Subsequent  to  that  that  could  not  be  done 
and  the  members  would  have  to  be  assessed  whatever  would  be 
necessary  to  make  a  full  payment. 

Q.  Did  you  increase  the  assessments  of  the  ten  year  class  in 
1898  ?    A.  We  did  not. 

Q.  You  have  not  increased  the  rate  of  assessment  of  the  ten 
year  class  at  all,  have  you — ^you  have  left  those  at  age  of  entry? 
A.  No.  At  the  expiration  of  ten  years  from  the  original  date  of 
entry  they  were  all  advanced  to  attained  age  and  they  are  now 
being  placed  upon  the  adva.ncing  rate  at  attained  age  as  they  com- 
plete that  ten  years. 

Q.  As  of  what  date  was-  it  there  would  have  been  an  accumu- 
lation of  policies  on  that  class  separately  considered  of  about  a 
million  dollars  ?    A.  At  the  present  time. 

Q.  Was  that  taking  into  consideration  the  increase  in  assess- 
ments to  the  attained  age  rate?    A.  Yes. 

Q.  And  if  that  increase  would  not  have  been  made  what  would 
have  been  the  result  of  policies  of  that  class  ?  A.  Probably  about 
an  even  position. 

Q.  Then  what  was  the  necessity  for  increasing  the  rate  as  to 
policies  of  that  class  ?  A.  Because  the  contract  contemplated  the 
accumulation  of  some  surplus  for  the  guaranteeing  of  the  policies 
and  to  have  continued  at  original  age  of  entry  would, simply  have 
been  to  repeat  the  result  that  had  closed  from  the  fifteen  year 
class. 
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Q.  In  course  of  time  you  would  have  had  a  deficiency  ?  A. 
We  would  have  had  a  deficiency. 

Q.  Did  you  place  any  lien  upon  policies  of  the  five  year  class  ? 
A.  We  did  not. 

Q.  Did  you  increase  the  rate  of  assessments  on  policies  of  the 
five  year  class  ?  A.  We  have  not,  but  we  have  made  a  special  as- 
sessment upon  it. 

Q.  As  of  November  1st  of  this  year  ?     A.  Yes,  of  this  year. 

Q.  Is  that  the  first  special  assessment  of  that  class  ?     A.  Yes. 

Q.  Had  that  class  paid  for  itself?  A.  It  had  with  the  excep- 
tion of  the  amount  necessary  for  this  assessment  paid  for  itself 
and  accumulated  the  reserve  required  under  the  re-incorporation. 

Q.  Is  this  assessment  of  ISTovember  1st  necessary  to  meet  claims 
upon  policies  of  that  class  separately  considered  ?  A.  It  is  neces- 
sary to  meet  claims  and  maintain  the  reserve  required  by  the  law 
of  the  State. 

Q.  Will  you  state  again  upon  what  policies  your  assessment  of 
Xovember  1st  has  been  levied?  A.  It  has  been  levied  upon  all 
policies  issued  from  and  after  the  1st  of  January,  1896,  and  em- 
braces the  five  year  policies  and  the  contract  reserve  policies. 

Q.  Why  did  you  limit  the-  reserve  to  those  classes  ?  A.  There 
had  already  been  issued  during  the  years  special  or  siipplementary 
assessments  upon  all  other  assessment  policies,  making  their  share 
of  the  death  losses,  so  that  it  was  proper  that  those  policies  should 
be  assessed  for  their  share. 

Q.  In  making  your  special  assessments  do  you  take  the  policies 
by  classes  and  treat  the  result  of  each  class  ?  A.  I  take  the  policies 
by  classes  and  apportion  to  that  class  its  proper  share  of  the  death 
losses  of  the  entire  company. 

Q.  The  million  dollars  accumulated  from  policies  of  the  ten 
year  class  I  found  among  your  general  assets  ?  "  A.  They  are. 

Q.  Koference  has  been  made  to  the  absolute  promises  of  the 
bond  of  the  early  issue.  Subsequently  you  changed  the  form  of 
vour  bonds,  did  you  not,  and  called  them  bond  statements  ?  A. 
Yes. 

Q.  Have  you  a  form  of  the  bond  statement  ?  (Showing  witness 
paper.)  A.  That  is  one  of  the  forms.  They  differ  somewhat 
verbally,  but  in  general  form 

Q.  When  was  it  adopted  ?  A.  Adopted  Avith  the  issue  of  bonds 
on  the  policies  of  1883. 

Q.  And  on  subsequent  policies  on  the  fifteen  year  plan  and  the 
ten  year  plan?     A,  There  are  no  bonds  on  the  ten  year  plan. 
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Q.  These  relate  solely  then  to  the  fifteen  year  plan?  A.  To 
the  fifteen  year  plan  issued  prior  to,  I  tliink,  November,  1886. 

Q.  Have  you  issued  any  bond  st-atements  upon  policies  which 
were  issued  after  ISTovember,  1886  ?     A.  We  have  not. 

(Bond  statement  offered  in  evidence  and  read  as  follows,  by 
Mr.  Hughes.) 

Q.  This  refers  to  the  class  of  1883.  Were  there  similar  bond 
statements  for  policies  of  other  years?  A.  For  1883,  up  to  and 
including  the  ones  issued  prior  to  1886. 

Q.  These  statements  differed  from  the  earlier  form  of  bonds, 
and  were  not  treated  as  cash  obligations?    A.  Yes,  sir. 

Q.  They  were  not  paid  in  cash  ?  A.  No,  they  were  credited 
separately. 

Q.  They  were  not  included  among  the  liabilities  of  the  com- 
pany ?     A.  They  never  have  been  —  no,  sir. 

ME.  HUGHES :  Mr.  Chairman,  a  witness  is  here  from  the 
New  York  Security  &  Trust  Company  with  papers  relating  to 
the  matter  of  the  Union  Savings  Bank  &  Trust  Company  re- 
ferred to  in  the  testimony  yesterday,  and  inasmuch  as  it  is  con- 
venient to  have  these  matters  appear  here  as  closely  connected 
as  possible,  in  the  record,  I  would  ask  permission  to  put  the 
testimony  in  at  this  point. 

THE  CHAIEMAN:  Mr.  Eldridge  wiE  withdraw  for  a 
moment. 

WILLAED  V.  KING,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  King,  you  were  one  of  the  officers  of  the  New  York 
Trust  Company?    A.  Yes,  I  am. 

Q.  What  is  your-  office  ?    A.  Vice-President. 

Q.  You  have  been  asked  to  produce  a  statement  of  the  ac- 
count of  the  New  York  Trust  Company  with  the  Union  Savings 
Bank  &  Trust  Company,  have  you  produced  such  a  statement? 
A.  Yes,  sir,  this  is  it. 

Q.  And  this  is  a  correct  statement  from  your  books?  A.  It 
should  be  headed  with  the  New  York  Security  &  Trust  Company. 

Q.  Inasmuch  as  the  name  was  not  changed  at  the  time  of 
the  transactions  referred  to  in  this  paper?     A,  No,  sir. 
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Q.  You  might  make  tkat  correction  in  pencil.  A.  (Witness 
iSoes  as  requested.) 

MR.  HUGHES :   I  offer  that  in  evidencB. 

((Paper  marked  Exhibit  'No.  553.) 

'Q.  I  notice  in  this  accoimt  a  heading,  Union  Savings  Bank  & 
'Trust  Company  series  B  in  accoimt  with  the  New  York  Se- 
'ciirity  &  Triist  Company.  What  is  meant  by  Series  B  ?  A. 
-Apparently  the  Union  Savings  Bank  &  Trust  Company  issued 
•several  series  of  debenture  bonds  secured  by  City  warrants  of 
Tacoma,  Washington.  The  ISTew  York  Security  &  Trust  Com- 
pany was  trvistee  for  those  debentures.  It  had  the  warrants 
lodged  with  him  as  security  for  the  debentures.  The  City  of 
Tacoma  tried  to  repudiate  those  warrants  and  a  suit  was  brought 
by  the  New  York  Security  &  Trust  Company,  representing 
the  holders  of  all  the  debentures  and  also  representing  the  hold- 
ers of  some  warrants  that  were  not  ledgered  as  collateral  for 
the  debentures  to  enforce  the  payments  of  these  warrants.  That 
is  a  transcript  of  the  trust  account  showing  the  proceeds  of  the 
collections  made  from  the  City  of  Tacoma  which  was  compelled 
to  pay  the  warrants,  and  the  disbursements  paid  out  of  the  trust 
funds. 

Q.  The  receipts  by  the  Trust  Company  are  credited  to  the 
account?    A.  Yes. 

Q.  And  payments  by  the  trust  company  are  debited  to  the 
account?    A.  Yes. 

Q.  Who  was  the  owner  of  the  debentures  ?  A.  I  imderstand 
the  New  York  Life  was  the  owner  of  a  majority  of  the  de- 
bentures, but  I  don't  know  whether  it  was  owner  of  all  of  them 
or  not.  I  cannot  find  the  record  book,  that  would  show  that,  in 
the  limited  time  I  have  had. 

Q.  I  find  under  date  of  July  24,  1900,  a  debit  entry  of  bonds 
$29,203.65.  Those  were  the  debentures  to  which  you  refer?  A. 
Those  were  payments  made  on  account  of  the  debentures. 

Q.  And  you  understand  those  were  made  to  the  Ne-w  York 
Life  ?  A.  Well,  that  I  really  do  not  know.  I  understood  from — 
I  think  I  gather  it  from  Mr.  Keeler's  testimony  yesterday  that 
the  New  York  Life  was  the  owner  of  all  or  almost  all  of  theso 
debentures,  but  in  the  brief  morning  I  have  had,  I  have  not 
been  able  to  find  the  record  book. 

Q.   Further  below  the  item    I  have  read   appears  the  further 
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item,  interest  accrued  on  bonds,  $42,151.90.  That  was  interest 
upon  the  debentures  which  was  paid  by  the  trust  company?  A. 
Yes,  sir. 

Q.  The  next  item  I  notice  is  Andrew  Hamilton,  $16,314.10. 
What  was  that  for?  A.  Judging  from  the  stub  of  our  check 
book  and  the  voucher  that  was  filed,  which  I  have  handed  you, 
that  was  a  payment  to  him  for  legal  services  and  disbursements, 
and  apparently,  although  I  do  not  know  why,  it  was  on  an  agree- 
ment basis  of  10  per  cent,  of  the  amount  of  tax  warrants  collected. 
The  entry  on  the  books  says  "  being  10  per  cent,  of  amount  of 
warrants." 

Q.  Did  you  collect  $160,000  of  warrants  ?  A.  Apparently  we 
collected  more  than  that,  by  that  statement. 

Q.  I  did  not  read  the  full  entry  above  here.  In  connection 
with  the  item  of  bonds,  July  24th,  the  first  column  contains 
$29,203.65.      The  next  column  $169,796.35.      A.   Yes. 

Q.  What  is  the  latter  amount  ?  A.  I  don't  know.  As  a  matter 
of  hazard,  I  think  the  larger  amount  represented  the  amoimt  of 
debentures  deposited  and  the  other  amount  either  another  series 
of  debentures  or  else  the  holdings  of  persons  who  did  not  own 
debentures  who  held  tax  warrants  which  were  not  pledged. 

Q.  I  find  on  the  credit  side  two  columns  and  on  the  debit  side 
of  the  account  two  columns.  What  do  the  two  columns  stand  for  ? 
A.  I  do  not  know.  I  might  say  that  this  event  happened  before 
the  merger  of  our  trust  company,  and  there  are  no  officers  now 
connected  with  us  that  were  there  at  that  time. 

Q.  If  the  last  column  on  the  credit  side  represents  collections, 
then  the  trust  company  collected  $190,926.21,  and  if  the  first 
column  on  the  credit  side  represents  the  collections,  the  trust 
company  only  collected  $97,000.52?  A.  They  both  represent 
collections  because  we  paid  the  amount  out. 

Q.  So  you  think  you  collected  both  sums?  A.  I  think  we 
must  have,  yes. 

Q.  And  then  you  disbursed  the  sums  stated  in  each  of  the 
columns  on  the  debit  side?      A.    Yes. 

Q.  Then  opposite  the  items  bonds,  July  24,  1900,  from  that  it 
would  appear  that  you  paid  out  the  sum  of  $29,203.65  and  the 
sum  of  $169,796.35  on  accoimt  of  the  principal  of  the  debentures  ? 
A.    So  I  understand. 

Q.  In  addition  $42,151.90  interest?     A.    So  I  understand. 

Q.  Have  you  any  statement  of  the  services  rendered  bv  Mr. 
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I-Iamilton  for  which  the  $16,314.10  was  paid?      A.    Nothing  but 
the  voucher  which  he  filed  at  the  time  we  paid  him  the  check. 
Q.  And  that  is  the  voucher  I  have  here  ?     A.   Yes. 

ME.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  554.) 

MR  HUGHES:  Annexed  to  which  is  a  check  to  Mr.  Ham- 
ilton's order  from  the  New  York  Security  &  Trust  Company 
which  I  offer  in  evidence. 

(Paper  marked  Exhibit  No.  555.) 

Q.  Do  you  know  who  constituted  the  Committee  for  Tacoma 
warrant  holders  ?  A.  No,  sir,  I  cannot  find  any  papers  show- 
ing that  there  was  a  committee.  Apparently  the  warrant  holders 
or  debenture  holders  sent  in  their  debentures  or  warrants  to  the 
Trust  Company  accompanied  by  a  form  of  letter  I  have  handed 
you  there  authorizing  the  Trust  Company  to  surrender  the  war- 
rants at  certain  agreed  rates. 

Q.  Do  your  papers  show  the  occasion  of  any  payment  to 
any  committee  of  that  sum  stated  in  Mr.  Hamilton's  voucher  'i 
A.  No,  I  can  find  nothing  of  that  sort  yet.  I  might  add  that  I 
have  seen  some  letters  which  indicated  that  Mr.  Hamilton  out  of 
that  fee  apparently  had  to  pay  a  receiver's  fee  of  $3,500  and  the 
fees  of  some  western  lawyers  he  retained. 

Q.  Who  was  the  receiver?     A.  I  do  not  remember. 

Q.  What  was  Mr.  A.  K.  Nichols'  connection  with  the  matter? 
A.  Mr.  Nichols  apparently  was  cashier  of  the  Union  Savings 
Bank  &  Trust  Company  and  the  company  which  placed  these  de- 
bentures and  warrants  sold  them  here  in  the  east.  After  the  city 
of  Tacoma  repudiated  them 

Q.  Do  you  mean  placed  the  warrants  ?  The  warrants  were  in 
trust  with  you  ?  A.  No,  not  all  of  them,  a  great  many  were,  but 
there  were  a  number  of  those  others  that  had  been  placed  or  sold, 
as  I  gathered,  individually. 

Q.  Yes.  A.  I  understand  that  after  the  attempted  repudia- 
'tion  by  Tacoma  Mr.  Nichols  spent  several  years  of  hard  labor 
trying  to  save  the  money  for  the  people  whom  he  had  induced  to  go 
into  this  investment  and  all  the  correspondence,  substantially  all 
that  we  have,  is  with  Mr.  Nichols.  Letters  in  which  he  stated  that 
such  and  such  warrants  were  now  ready  to  be  paid  and  directing 
us  to  forward  them  for  collection. 
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Q.  ]\rr.  l^ioliols  became  the  purchaser  of  all  the  assets  of  the 
Union  Savings  &  Trust  Compajiy,  it  wonlcl  seeiii,  from  a  copy  of 
a  bill  of  sale  ?     A.  Apparently.     I  have  not  really  read  that  paper. 

Q.  And  as  such  purchaser  did  he  receive  the  balance  of  the  col- 
lections after  payment  of  the  debentures  secured  by  the  warrants 
in  the  custody  of  the  Trust  Company?  A.  I  don't  remember; 
that  statement  vs^ould  show. 

Q.  There  is  a  statement  here  of  payment  to  A.  E.  Nichols  to 
balance  account  in  the  first  column,  $3,333.78,  and  the  next 
column  $5,128.44?     A.  Yes,  sir,  that  is  apparently  correct. 

Q.  The  Trust  Company  had  its  regular  attorneys  in  the  matter? 
A.  Yes,  sir. 

Q.  Entirely  apart  from  Mr.  Hamilton?     A.  Yes,  sir. 

Q.  Did  Mr.  Hamilton  so  far  as  appears  from  your  records  render 
any  services  for  the  Trust  Company  ?  A.  Not  for  the  Trust  Com- 
pany itself,  only  for  the  Trust  Company  in  behalf  of  its  trust. 
Our  attorneys  did  not  retain  Western  counsel. 

Q.  You  have  been  asked  to  produce  a  statement  made  of  all 
the  payments  made  by  the  New  York  Security  &  Trust  Company 
to  Andrew  Hamilton.  Have  you  made  such  statement?  A.  I 
have.     That  is  it,  sir. 

Q.  This  is  a  statement  of  payments  made  to  Andrew  Hamilton  ? 
A.  Yes. 

Q.  Does  this  show  whether  or  not  the  payments  were  made  upon 
notes  ?  A.  They  were  made  upon  notes,  that  is  a  transcript  from 
the  note  ledger. 

Q.  That  is  a  correct  transcript  from  the  note  ledger  ?    A.  Yes. 

Q.  And  does  it  include"  this  $16,314.10  in  connection  with  the 
Union  Savings  Bank  &  Trust  Company?  A.  No,  sir,  that  was 
not  paid  him  on  a  note. 

Q.  This  then  is  a  statement  of  all  the  payments  outside  of  the 
one  of  $16,314.10?     A.  Yes. 

MR  HUGHES :   I  offer  it  in  evidence. 

(Paper  marked  Exhibit  556.)' 

Q.  The  first  column  says  number.  What  is  the  number?  A. 
That  is  our  arbitrary  number  for  indexing  purposes,  the  number 
of  the  note. 

Q.  The  amount  is  the  amount  of  the  nQte  ?  A.  Yes,  the  amount 
of  the  note. 

Q.  The  date  vhcn  mpile  is  the  date  of  the  note?  A.  The  date 
of  the  note. 
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Q.  The  date  paid  is  the  date  when  the  note  was  paid?  A.  Yes. 
Q.  The  name  under  endoi-ser  is  the  name  of  the  endorser?    A. 
Yes. 

Q.  And  these  were  discounted  notes?    A.  Yes. 

MR.  HUGHES:    Now,  I  will  read  this  Exhibit 

(Exhibit  No.  556  read  by  Mr.  Hughes.) 

Q.  There  is  no  endorser  on  the  last  one  ?  A.  No  endorser^  no, 
sir. 

Q.  Yon  have  produced  another  statement.  Mr.  Hamilton's  name 
does  not  appear  on  the  paper  there?    A.  No,  sir. 

Q.  I  mean  on  the  notes  referred  to  in  this  paper?  A.  No. 
That  is  the  only  check  I  have  been  able  to  get  from  our  files.  It 
is  in  payment  of  the  last  note.  It  is  the  check  we  issued  when 
we  purchased  that  last  note  of  Mr.  Hamilton's.  You  asked  for  all 
the  checks. 

Q.  I  have  asked  you  to  produce  the  checks  given  by  the  New 
York  Security  &  Trust  Company  to  Andrew  Hamilton  and  I  un- 
derstood you  to  say  you  have  found  biit  one  ?    A.  Yes. 

Q.  That  is  the  one  dated  October  28,  1902,  for  ten  thousand 
dollar?     A.  Yes. 

ME.  HUGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  557.) 

Q.  In  this  Exhibit  556  of  payments  to  Andrew  Hamilton,  are 
any  of  the  notes  there  stated  to  be  renewals  ?  A.  I  imagine  from 
the  dates  that  a  number  of  them  were  renewals.  Apparently  they 
were  three  months  notes;  as  one  came  due,  another  was  issued. 

Q.  You  refer  now  to  the  four  below  the  last?  A.  No,  I  should 
think  several  of  these.  That  was  a  three  months  note  (indicating) 
from  April  to  July.  He  renewed  it  by  another  note.  They  came 
due  at  three  months  intervals. 

Q.  Then  you  think  the  one  thousand  dollar  note  was  a  renewal 
from  April  15,  1894,  down  to  January  20,  1896. 

Q.  Then  the  fifteen  thousand  dollar  note  was  not  a  renewal? 
A.  No,  apparently  not. 

Q.  Or  the  next  one  of  $12,000?  A.  No,  it  may  have  been  a 
2'pnewal. 

Q.  There  is  notliing  to  indicate  that  there  was  a  renewal?  A. 
jTo,  nothing  to  indicate  ii.  It  may  have  been  a  I'enewal  of  puj-t 
but  there  is  nothing  in  our  account  which  would  show  that  real!}'. 
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Q.  Have  you  anything  in  your  records  to  show  whether  they  are 
renewals  or  not?    A.  No. 

Q.  That  is  all  the  information  you  have  on  yo>ur  books  relating 
to  payments  to  Andrew  Hamilton?    A.  Yes. 

Q.  Or  this  account?    A.  Yes. 

GEOKGE  D.  ELDEIDGE,  resumed. 
BY  ME.  HUGHES: 

Q.  Now,  in  addition  to  tliese  policies  that  you  had  issued  your- 
self, in  the  manner  stated,  did  you  acquire  the  business  of  a  Cana- 
dian company?  A.  We  did,  the  Provincial  Provident  of  St. 
Thomas. 

Q.  At  what  time?  A.  In  X896,  I  tbink,  either  June  or  July  1, 
1896. 

Q.  What  way  did  you  take  over  the  business  of  that  company  ? 
A.  We  accepted  all  business  in  force  on  their  books,  as  of  a  given 
date,  upon  the  payment  of  an  assessment  levied  as  of  that  date, 
called  the  transferring  assessment.  By  contract  between  the  Mu- 
tual Eeserve,  approved  by  its  directors  and  the  Provincial  Provi- 
dent approved  by  its  directors.  Subsequently  the  members  of  the 
Provincial  Provident  were  called  together  to  ratify  an  amended 
contract  of  reinsurance. 

Q.  Did  you  reinsure  all  the  outstanding  risks  of  the  Provincial 
Provident?  A,  All  that  paid  the  so-called  transferring  assess- 
ment. 

Qj,  And  what  was  the  amount  of  insurance  which  you  wrote  in 
that  way?  A.  My  impression  is  between  eleven  and  one-half 
millions  and  twelve  millions  —  Eleven  million  five  htmdred  thou.- 
sand  and  twelve  million  dollars  paid  that  assessment. 

Q.  Did  you  treat  the  policyholders  under  these  reinsured  poli- 
cies as  a  separate  class  ?     A.  Practically  so,  yes.  ' 

Q.  Well,  what  do  you  mean  by  practically  so?  A.  We  re- 
ceived from  the  Provident  Mutual  certain  assets  which  were 
charged  with  a  trust  and  which  were  to  be  used  for  the  purposes 
for  which  it  was  accumulated  and  we  have  always  held  an  account 
with  them  crediting  them  with  what  was  paid,  and  charging  them 
with  their  death  losses. 

Q.  Have  you  paid  out  of  the  funds  of  the  Mutual  Eeserve  any 
moneys  on  account  of  claims  upon  policies  of  reinsurance  on  risks 
of  the  Provincial  Provident  originally  in  excess  of  the  amount 
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which  you  received  from  that  company  and  of  the  assessments 
upon  the  policies  themselves?     A.  We  have  not. 

Q.  How  do  those  policies  stand,  taking  them  as  a  class ;  is  there 
an  accumulation  to  their  credit?  A.  There  is  an  accumulation 
about  equal  to  reserve  which  is  charged  upon  the  policy. 

Q.  These  policies  li'  e  all  other  policies  existing  at  the  time  of 
your  reincorporation  in  1901  were  valued  under  Section  52  as  one 
year  term  policies  ?     A.  They  were. 

Q.  And  valued  thereafter  annually  in  the  same  way  ?  A.  Yes, 
sir. 

Q.  And  yoiT  say  that  your  accumulation  from  that  class  sepa- 
rately considered  is  ahout  equal  to  that  reserve?  A.  Yes,  sir, 
slightly  in  excess,  I  think. 

Q.  Are  those  policies  assessed  by  this  assessment  of  November 
1st?     A.  They  are  not. 

Q.  Have  they  had  any  liens  put  upon  them?  A.  They  have 
not. 

Q.  They  have  simply A.  They  have  not  except  I  may  say 

this,  that  by  the  law  pasred  last  summer  or  hist  winter,  or  last 
year  1904  in  Canada,  they  were  reduced,  which  was  practicaHv 
placing  a  lien  upon  them,  but  they  were  reduced  to  the  amount 
their  premiums  would  purchase,  regarded  as  level  premium  insur- 
ance. 

Q.  How  were  they  reduced?  Do  you  mean  the  face  of  the 
policy  reduced?     A.  Yes. 

Q.  Without  creating  an  obligation?     A.  Yes. 

Q.  How  could  you  do  that  under  the  policy  ?  A.  Well,  I  must 
admit  that  it  was  rather  a  surprise  to  me  when  it  was  stated  in 
Canada  that  it  could  be  done  by  an  act  of  Parliament.  But  the 
best  counsel  in  Canada  stated  that  it  could  so  be  done,  but  there 
was  an  alternative  placed  in  the  bill  allowing  them  if  they  posi- 
tively elected  to  continue  their  old  contracts,  to  continue  for  the 
whole  amount  as  assessment  insurance,  but  there  were  very  few 
that  did  so  elect. 

Q.  This  was  accomplished  then  by  act  of  Parliament  ?     A.  Yes. 

Q.  Fixing  the  amount  of  the  reduction  of  insurance  ?     A.  Yes. 

Q.  What  amotoit  of  assets  did  you  receive  when  you  took 
over  the  busine*«s  of  the  Provincial  Provident?  A.  Speaking 
from  recollection  it  netted  us  about  $75,000.  It  was  nominally 
more  than  that,  but  there  was  some  shrinkage. 

Q.  What   was   the   character   of  the   assets?     A.  There   was 
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some  cash  but  not  of  a  large  amount.  There  were  some  deben- 
ture bonds  of  the  City  of  Winnipeg  amounting  to  about  $35,000, 
some  school  debentures  amounting  to  a  few  thousand  dollars, 
a.id  some  bonds  of  the  Canada  Coal  &  Mining  Company  I  think 
the  title  is,  which,  however,  have  proved  to  be  practically  value- 
less. That  was  the  largest  shrinkage.  Then  there  were  a  few 
mortgages,  I  think,  amounting  to  about  fifteen  thousand  dollars, 
and  one  or  two  small  pieces  of  real  estate  that  had  been  taken 
under  foreclosure  of  mortgages. 

Q.  Have  you  closed  out  all  those  properties  and  realized  $75,- 
000?  A.  We  have,  except  that  we  still  hold  the  debenture  bonds 
of  the  City  of  Winnipeg. 

Q.  What,  if  any,  commissions,  did  you  pay  upon  the  transfer 
of  that  business  ?  A.  I  paid  —  my  impression  is  that  the  pay- 
ments of  commission  amounted  to  about  fifteen  thousand  dol- 
lars. We  made  two  payments;  my  impression  is  that  they  were 
about  $7,500  each. 

Q.  To  whom  were  the  payments  made?  A.  They  were  made 
to  a  man  by  the  name  of  Morton,  a  man  by  the  name  of  Baird, 
and  to  Dr.  McCarthy,  who  were  named  as  trustees  to  receive 
them  under  a  contract  from  the  company  to  them. 

Q.  Who  were  these  gentlemen?  A.  Mr.  Morton  was  presi- 
dent of  the  Provincial,  Mr.  Baird  was  its  treasurer,  and  Dr. 
McCarthy  was  one  of  its  trustees. 

Q.  What  advantage  was  it  to  the  Mutual  Reserve  to  acquire 
that  business?  A.  We  secured  that  amount  of  business,  and 
we  secured  the  consolidation  with  our  business  of  the  largest 
mass  of  assessment  business  upon  a  business  basis  that  there 
was  in  Canada.  Another  purpose  that  moved  me  to  approve  of 
it  was  my  belief  that  under  the  methods  that  they  were  pursuing 
there  was  liable  to  become  a  scandal  in  the  company  as  to  in- 
sufficient rates,  and  I  thought  we  were  able  to  avoid  that,  which 
would  affect  our  business  in  Canada. 

Q.  A  scandal  in  connection  with  that?  A.  With  the  Pro- 
vincial Provident  in  that  they  would  continue  to  charge  inade- 
quate rates  until  the  same  trouble  arose. 

Q.  How  did  that  interest  you?  A.  Because  we  were- trans- 
acting the  largest  mass  at  that  time  of  assessment  business  in 
Canada  and  anything  of  that  kind  would  affect  our.  business 
disastrously. 

Q.  It  might  raise  a  question  whether  you  were  charging  suf- 
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ficient  rates?  A.  It  would  to  a  certain  extent  raise  that  ques- 
tion. 

Q.  And  that  was  in  your  minds?  A.  Yes,  but  the  main 
moving  point  was  the  mass  of  business. 

Q.  To  get  a  volume  of  business  ?    A.  Yes. 

Q.  That  was  largely  to  affect  public  sentiment  through  the 
size  of  your  company?     A.  It  helped  to  do  that,  yes. 

Q.  What  other  business  have  you  acquired?  A.  The  ISTorth- 
western  Life  Insurance  Company  or  Society,  I  think  it  is,  of 
Chicago. 

Q.  "When  did  you  acquire  that  business?  A.  September  1, 
1900. 

Q.  In  what  method?  A.  By  contract  of  reinsurance,  entered 
into  between  the  two  companies,  and  approved  at  a  meeting  yl 
the  policyholders  held  in  Chicago,  on  the  1st  day  of  September, 
1900. 

Q.  Did  you  make  a  contract  before  securing  the  business  of 
the  I^orthwestem  —  what  did  you  say  the  name  was  ?  A. 
Northwestern  Life  Insurance  Company. 

Q.  Of  the  ^Northwestern  Life  Insurance,  with  regard  to  its 
acquisition?  A.  We  made  a  general  contract  with  one  for 
the  transfer  or  reinsurance  of  business. 

Q.  With  whom?     A.  De  Witt  C.  Merrian,  of  Chicago. 

Q.  Who  was  he?     A.  He  was  an  attorney  in  Chicago. 

Q.  Have  you  a  copy  of  that  contract  here  or  the  original? 
A.  Well,  I  have  got  the  form  of  it.  It  is  attached  to  the  final 
discharge  of  it. 

Q.  (Handing  paper.)     Is  that  a  copy?     A.  That  is  a  copy. 

MR.  HUGHES:  I  oi.r  that  in  evidence. 

(Paper  marked  Exhibit  557.) 

Q.  This  contract  recites  that  DeWitt  0.  Merrian,  of  Chicago 
had  represented  to  your  company  that  he  knew  a  large  number 
of  associations  organized  for  the  purpose  of  making  insurance 
on  lives,  that  for  various  reasons  were  desirous  of  vacating  their 
charters  and  reinsuring  their  policy  liabilities.  Is  it  a  fact  that 
this  contract  was  made  in  contemplation  of  the  acquisition  of  the 
business  of  a  number  of  companies?  A.  We  expected  him  to  offer 
to  us  the  business  of  a  number  of  companies,  and  in  fact  he  did 
offer  to  us  the  business  of  several  companies,  but  we  of 
coxxrse  reserved  the  right  to  accept  or  decline  in  each  instance. 
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Q.  How  long  was  it  before  the  acquistion  of  the  Northwestern 
Life  business  that  this  contract  with  Merrian  was  entered  into? 
A.  I  think  it  was  entered  into  about  the  1st  day  of  May,  and  the 
contract  between  the  two  companies  was  made,  if  I  recollect 
rightly,  the  21st  day  of  July,  and  submitted  to  the  company. 

MR.  LAWEENOE:  21st  day  of  August,  Mr.  Hughes. 

THE  WITNESS:   Oh,  yes,  the  21st  day  of  August. 

Q.  Was  not  this  Merrian  contract  in  contemplation  of  the 
acquisition  of  the  North  western  Life  business?  A.  We  were  in 
hopes  that  would  be  presented  to  us  among  others. 

Q.  What  others  did  you  expect  to  acquire?  A.  Well,  there 
is  one  company  still  in  existence  which  was  offered  to  us. 

Q.  But  you  did  not  want  it?  A.  We  did  not  want  it  upon 
the  terms  that  they  presented  it  to  us.  There  was  the  North- 
western Life  Association  of  Chicago  which  was  offered  to  us 
and  which  we  declined,  and  there  was  a  company  in  California 
that  was  offered  to  us,  but  I  think  that  was  prior  to  this,  by 
Mr.  Merrian. 

MR.  HUGHES:  This  contract  provides  with  regard  to  Mr. 
Merrian's  compensation  as  follows: 

"  And  said  association  agrees  to  pay  to  said  party  of  the  second 
part,  his  heirs,  representatives  and  assigns,  a  commission  of 
twenty-five  per  cent,  of  the  first  year's  premium  upon  all  busi- 
ness presented  and  secured  by  said  party  of  the  second  part, 
under  and  in  accordance  with  the  terms  of  this  agreement; 
and  as  further  compensation,  said  association  agrees  to  pay 
the  said  party  of  the  second  part,  his  heirs,  representatives 
and  assigns  for  his  services  as  aforesaid,  after  the  first 
year  a  renewal  of  two  and  a  half  per  cent,  of  all  premiums 
paid  to  it  by  the  members  or  policyholders  secured  by 
it  under  this  agreement  and  reinsurance  arrangement  ne- 
gotiated or  contributed  to  by  said  party  of  the  second  part 
for  the  second  to  the  sixth  year  from  the  date  of  said  agree- 
ment of  insurance,  both  inclusive;  said  commissions  of  twenty- 
five  per  cent,  of  the  first  year's  premiums,  and  two  and  a  half 
per  cent,  of  subsequent  year's  premiums  shall  be  paid  to  the 
said  party  of  the  second  part,  his  heirs,  representatives  or  as- 
signs, in  installments  as  paid  by  the  policyholders  reinsured 
as  herein  provided;  but  said  payments  shall  be  strictly  limitefj 
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to  premmms  actually  collected  hj  said  association,  as  evidenced 
by  its  books  and  records." 

Q.  How  much  commission  was  paid  under  that  contract  for  ac- 
quiring the  Northwestern  Life  or  its  business  ?  A.  The  aggregate 
was  about  $276,000. 

Q.  $276,000;  and  when  was  that  payment  made?  A.  There 
were  portions  of  it  made  along  during  the  latter  part  of  1900,  and 
early  part  of  1901,  but  the  great  bulk  of  it  was  made,  I  think,  in 
June,  1901,  the  authorization  of  the  communication  by  the  Board 
of  Directors  at  the  meeting  of  July  3d,  1901. 

Q.  You  say  there  was  an  authorization  of  commutation.  You 
refer  now  to  the  renewal  commissions  provided  for  by  the  con- 
tracts?   A.  Yes,  sir,  renewal  commissions. 

Q.  And  that  was  fixed  by  this  Board  of  Directors  as  tliis  total 
sum  of  $276,000?  A.  No;  there  had  been  certain  amounts  paid 
up  to  that  time,  and  the  balance  of  the  first  years,  and  the  commu- 
tation of  the  renewals  was  fixed  at  about  $211,000 — $211,666.67. 

Q.  Now,  to  whom  was  that  payment  made?  A.  It  was  made 
to  Salmon  O.  Levinson. 

BY  THE  CHAIRMAN: 

Q.  Let  me  inquire.  Did  this  $276,000  embrace  or  exclude  the 
renewals? 

ME.  HUGHES:  I  understood  the  witness  to  say  it  was  the 
commutation. 

THE  WITNESS:    It  closed  the  contract. 

MR.  HUGHES:     Of  the  entire  amount. 

THE  CHAIRMAN:  The  $276,000  included  not  only  twenty- 
five  per  cent,  of  the  first  year's  premium,  but  the  future  premiums 
as  well.  A.  The  payment  of  $211,000  closed  the  balance  of 
twenty-five  per  cent,  and  the  renewals. 

BY  MR.  HUGHES: 

Q.  Was  the  entire  amount  paid  to  Salmon  O.  Levinson?  A. 
the  $211,666.67  was  so  paid. 

Q.  And  who  was  Salmon  0.  Levinson?  A.  He  was  the  attorney 
of  De  Witt  C.  Merriam  for  the  carrying  out  of  a  certain  agree- 
ment that  h-ad  been  entered  into  for  this  commutation  and  for  the 
ui3e  of  moneys  to  be  derived  therefrom. 
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Q.  To  whom  was  the  rest  of  the  amount,  that  is  the  difference 

between  $211,276  paid A.  That  was  paid  to  Mr.  Merriam — 

had  been  paid  previous  to  that  date. 

Q.  Did  Mi.  Levinson  acquire  this  money  for  himself,  the  $211,- 
000?  A.  No,  sir.  He  acquired  it  for  the  purpose  of  carrying 
out  an  agreement  which  had  been  made  with  the  receiver  of  the 
Northwestern  or  the  realizing  on  the  assets  in  the  hands  of  the 
receiver,  to  an  amount  suiScient  to  pay  the  expenses  and  give  to 
the  claimants  of  the  ISTorthwestern  a  commission  of  forty  per  cent. 

Q.  What  relation  had  Charles  E.  Mabie,  formerly  President  of 
the  Northwestern  Life  Insurance  Company,  to  the  transactioil? 
A.  He  had  been  the  one  who  had  entered  into  and  guaranteed 
the  finding  of  a  purchaser  of  these  assets  for  an  amount  that  would 
be  sufficient  to  make  this  payment  of  dividends. 

Q.  Did  he  receive  any  portion  of  this  amount?  A.  Not' to  my 
knowledge,  and  I  understand  he  did  not. 

Q.  Did  the  receiver  receive  any  part  of  the  amount?  A.  He 
did. 

Q.  It  has  been  stated  that  no  such  amount  appears  in  the  re- 
ceiver's accounts  filed  by  him:  Are  you  acquainted  with  that  fact? 
A.  The  amount  of  $211,000  does  not  appear  as  an  amount  in  said 
receiver's  account  so  far  as  I  have  seen  them. 

Q.  How  do  you  account  for  the  fact  of  its  omission  if  it  was 
paid?  A.  I  do  not  understand  that  it  was  the  spirit  of  this  con- 
tract that  the  entire  amount  was  to  be  paid  to  the  receiver,  but 
only  that  it  was  to  be  used  to  the  extent  necessary  to  make  the 
payment  of  40  per  cent,  on  the  liabilities  of  the  company.  I  have 
been  told,  but  that  would  be  simply  hearsay  evidence,  that  the 
bulk  of  it  was  used  in  obtaining  that  result,  but  I  am  not  able  to 
rerify  it  by  the  receiver's  report 

Q.  So  far  as  the  Mutual  Reserve  is  concerned,  it  gave  its 
checks  for  a  certain  amount  of  money  ?  A.  It  gave  securities  — ■ 
it  gave  up  certain  securities  for  a  certain  amount  of  money. 

Q.  What  securities  did  it  deliver?  A.  It  was  a  note  of  one, 
O.  G.  Witherell,  which  had  been  transferred  to  us,  and  a  part  of 
the  assets  from  the  Northwestern,  a  note  secured  by  collateral 
with  the  accrued  interest  thereon. 

Q.  What  was  the  amount  of  the  note?    A.  $200,000 

Q.  What  was  the  security?  A.  It  was  stock  of  the  National 
Life  Insurance  Company,  TJ.  S.  A. 

Q.  What  amount  of  stock?  A.,  J  ?hould  have  to  refresh  my 
memory  on  that  point, 
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Q.  Well,  look  at  this  statement  fshowing  Avitness).  A  4,000 
shares  of  the  capital  stock. 

Q.  "What  'A'as  the  total  stock  of  the  International  Life?  A. 
$1,000,000. 

Q.  10,000  shares?    A.  Yes. 

Q  So  that  is  a  part  of  the  assets  from  the  Northwestern  Life, 
tiirned  over  to  the  Mutual  Reserve,  was  that  note  of  0.  G. 
Wetherell  secured  by  4,000  shares  of  the  stock  of  the  National 
Life  Insurance  Company. 

Q.  And  in  settlement  in  part  of  this  claim  for  commission, 
the  Mutual  Reserve  turned  over  that  note  to  Mr.  Levinson?  A. 
Yes,  sir. 

Q.  With  the  collateral?    A.  Yes. 

Q.  To  whom  did  it  pay  the  balance  and  how  did  it  pay  the 
balance  of  the  commissions?  A.  The  balance  was  paid  to  De 
AVitt  C  Merriam. 

Q.  In  cash — in  checks?    A.  In  checks. 

MR.  HUGHES: 

Q.  I  would  like  to  have  those  checks  produced  showing  thfc 
payment  of  the  residue  of  tlie  commission. 

BY  MR.  COX: 

Q.  Was  this  Northwestern  Life  Insurance  Company  the  one 
that  absorbed  the  Covenant  Mutual  Benefit  As,sociation  ?  A. 
It  was. 

BY  MR.  HUGHES: 

Q.  I  show  you  an  agreement  purporting  to  he  made  between 
Salmon  Levinson  as  assignee  of  Merriam,  and  the  Mutual  Reserve 
Fund  Life  Association,  dated  July  2,  1901;  is  that  the  agree- 
ment for  settlement  of  this  transaction?  A  Yes,  that  is  a  copy 
of  the  agreement. 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  558.) 

(This  paper  will  be  found  in  the  book  of  Exhibits.) 

MR,  HUGHES:  This  agreement  retracts  the  contract  en- 
tered into  between  the  Mutual  Reserve  and  Merriam,  and  the 
fact  that  ou  August  21,  1900,  the  Mutual  Reserve  had  reipsurecj 
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the  policies  of  the  Northwestern  Assurance  Company  in  good 
standing  at  the  date  of  the  ratification  of  said  agreement  by  the 
pclicyholders  of  said  Northwestern  Life,  and  that  it  was  claimed 
by  Merriam  that  certain  commissions  had  accrued  under  his 
contract.  It  further  recites  that  subsequent  to  the  agreement  of 
reinsurance  between  the  Northwestern  Life  and  the  Mutual  Ee- 
serve,  the  North-western  Life  was  placed  in  the  hands  of  a  re- 
ceiver, and  that  litigation  arose  between  the  receiver  and  the 
Mutual  Reserve  and  the  officers  of  the  Northwestern  Life,  the 
receiver  attacking  the  validity  of  the  agreement  of  the  insurance 
as  effected  by  Merriam,  and  the  title  of  the  Mutual  Reserve  the 
assets  received  under  the  agreement  of  reinsurance. 

It  further  recites  that  on  March  30,  1901,  an  agreement  was 
entered  into  between  Charles  B.  Mabie,  formerly  president  of 
the  Northwestern  Life,  and  Hempstead  Washburn,  receiver  of  the 
Northwestern  Life,  whereby  subject  to  condition  and  cove- 
nants in  the  agreement,  Mabie  jjromised  upon  certain  terms  to 
procure  a  bidder  for  the  remaining  assets  in  the  hands  of  the 
receiver,  which  would  pay  creditors  oi:  the  Northwestern  Life 
40  per  cent,  in  addition  to  the  expenses  of  the  administration  of 
the  receivership,  conditioned  upon  the  discharge  of  the  Mutual 
Reserve  from  any  claim  of  the  receiver  or  otherwise  by  reason  of 
the  agreement  of  reinsurance. 

It  further  recites  that  in  order  to  assist  in  the  consummation 
of  said  compromise,  Merriam,  by  an  instrument  in  writing,  dated 
June  24,  1901,  had  assigned  his  claim  to  Salmon  0.  Levinson, 
and  all  claims  under  his  commission  contract  of  May  1,  1900. 
It  further  recites  that  it  had  been  agreed  to  commute  the  amount 
accruing  and  from  the  Mutual  Reserve  under  that  agreement  as 
$211,666.67,  and  that  in  lieu  of  the  payment  of  that  sum  note 
for  $200,000,  secured  by  stock  of  the  National  Life,  amounting 
to  $211,666.67,  with  interest. 

And  the  agreement  then  proceeds  that  in  consideration  of  the 
premises  and  of  the  delivery  of  the  note  pursuant  to  the  pro- 
visions of  the  assignment,  Levinson  acknowledged  payment  in 
full  of  any  sum  of  money  due  or  to  become  due  under  the  agree- 
ment with  Merriam  as  far  as  the  reinsurance  of  the  Northwestern 
Life  Insurance  Company  by  the  Mutual  Reserve  was  concerned. 

Q.  Apparently   under   that   you   only   had    to    pay    $211,000 

under  that  contract  ?  A.  It  is  the  commutation  over  and  above 
the  amounts  already  jiaid.  You  will  find  whore  the  uetuary  of 
said  association  has  attained  that  a  just  and  fair — and  so  forth. 


Testimony  of  George  D.  Hldrldge.  SOOf] 

(>.  It  says  tlae  parties  hav.e  agreed  to  commute  and  compro- 
mise the  amount  accruing  under  said  agreement  as  far  as  the 
reinsurance  of  the  ISTorthwestern  Life  is  concerned  at  $211,- 
666.67.  That  would  apparently  be  a  commutation  of  the  entire 
commissions  ?  A.  The  meaning  of  that  was  that  it  was  the 
commutation  over  and  above  that  already  paid. 

Q.  You  mean  that  was  the  practical  construction  it  received? 
A.  That  was  the  resolution  as  passed  by  the  Board  of  Direc- 
tors. I  have  before  me  that,  and  it  is  so  recited  in  the  resolution 
of  the  Board  of  Directors.  I  suppose  it  was  in  that  contract. 
It  is  in  the  resolution  of  the  Board  of  Directors,  that  is  the 
resolution  of  the  Board  of  Directors  authorizing  it. 

Q.  The  resolution  to  which  you  refer  was  passed  July  3,  1901  ? 
A.   Yes. 

Q.  You  know  that  you  actually  had  paid  about  $65,000 

A.  About  that  in  round  numbers. 

Q.  In  cash  ?    A.  Yes. 

Q.  Prior  to  that  time?    A.  Yes. 

Q.  Now  what  assets  did  the  Mutual  Eeserve  get  from  the 
Xorthwestern  life  in  addition  to  this  note  of  Witherell's?  A. 
There  was  about  $94,000  in  addition. 

Q.  What  were  the  assets?  A.  There  was  part  of  it  in  cash 
and  the  balance  in  mortgages  on  property  in  Chicago. 

Q.  And  you  hold  the  mortgages  still?  A.  With  the  ex- 
ception of  one  or  two  that  have  been  paid  off. 

Q.  How  much  have  you  realized  to  date  out  of  the  asset  ?  A. 
I  think  there  was  no  shrinkage  on  the  assets  at  all. 

Q.  Then  you   realized A.  Counting  this   as  realized — 

because  if  it  is  used  in  this  matter  we  have  realized  the  whole- 
$294,000. 

Q.  $294,000?    A.  Yes. 

Q.  And  counting  what  you  had  paid  in  the  security  as  the 
equivalent  of  the  amount  mentioned  in  the  agreement  you  have 
paid  out  $276,000?     A.  Paid  $276,000. 

Q.  So  that  the  transaction  gave  the  Mutual  Reserve  $18,000? 
A.  jSTo,  I  do  not  think  that  is  quite  a  fair  statement.  The 
$294,000  was  not  in  reality  the  money  from  which  this  was 
paid.  We  paid  it  from  the  expense  revenue  derived  from 
this  business.  We  anticipated  a  certain  portion  of  that  of 
course,  but  the  payments  have  been  made  from  the  expense 
revenue  derived  from  the  business  itself. 
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Q.  What  paymnts  have  been  made  from  expense  revenue? 
A.  The  payments  on  these — of  all  these  commissions. 

Q.  But  those  payments  that  were  made  in  cash  amounting 
to  about  $65,000  were  made  prior  to  August,  1901,  weren't 
they?    A.  Prior  to  August,  1901  ? 

Q.  Yes,  didn't  you  pay  the  $65,000?  A.  Prior  to  August, 
1901,  yes. 

Q.  Had  you  got  any  expense  payment  by  that  time  —  when 
did  you  reinsure  these  risks?     A.   September  1,  1900. 

Q.  Well,  we  will  take  up  the  advantage  you  got  in  your 
expense  payment;  but  apart  from  that  you  put  in  about 
$294,000  and  you  paid  out  about  $265,000?     A.  $2Y6,000. 

Q.  So  that  it  left  you  to  the  good,  apart  from  the  advantage 
in  the  expense  payment  about  $18,000?  A.  Well,  even  that 
I  do  not  think  is  quite  a  fair  statement  because  the  greater  part 
of  that  money,  that  $294,000,  was  not  available  for  such  a  pay- 
ment as  this. 

Q.  Oh,  I  know,  but  it  ultimately  came  in  ?  A.  What  I  mean 
is  it  belonged  to  the  mortuary  portion  of  the  transaction  and 
was  not  the  property  of  the  company  in  the  sense  of  being  used 
for  expenses. 

Q.  How  much  of  this  $294,000  belonged  to  mortuary  funds 
applicable  to  the  insurance  that  you  took  at  this  time?  A. 
$240,000  of  it  about. 

Q.  So  that  out  of  the  $294,000  you  really  only  had  about 
$54,000  available  for  general  other  purposes?  A.  That  was 
all. 

Q.  And  you  really  did  not  have  that  in  a  form  to  which  you 
"could  have  recourse  to  it,  for  $200,000  in  the  note  which  you 
delivered  over  as  a  part  of  the  commissions?  A.  I  do  not  see 
how  that  would  prevent  our  having  recourse  to  that  money. 

Q.  How  could  you  hand  over  this  note  for  $200,000  as 
commissions  if  that  was  a  part  of  the  mortuary  fund  ^  which 
r.hould  be  held  to  meet  the  risks  upon  this  insurance?  A.  It 
■was  a  part  of  the  mortuary  fund  at  the  time  it  was  trans- 
feired  to  us,  but  it  might  very  well  have  ceased  to  be  or  be 
replaced  or  other  money  used  in  place  of  it  so  that  it  became 
available  in  that  way  before. 

Q.  In  other  words  when  you  got  it  you  got  it  as  the  mortuary 
fund,  but  you  did  not  have  to  keep  it  segregated  for  that  pur- 
pose?   A.  No;  that  is  the  situation,  sir. 
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Q.  Then  you  turned  it  back  in  the  manner  you  liave  stated, 
in  the  payment  of  the  commissions.  Well,  what  was  the  advan- 
tage to  the  Mutual  Eeserve  in  acquiring  this  insurance?  A.  "Well, 
one  advantage  was  the  securing  of  the  expense  fund  upon  this 
business. 

Q.  That  was  the  very  conspicuous  advantage,  wasn't  it?  A. 
It  was  the  largest  advantage  that  we  had. 

Q.  How  much  did  you  get  in  the  way  of  new  insurance  by  this 
—  what  risks  did  you  take  through  the  reinsurance?  A.  Well, 
there  appeared  upon  the  books  of  the  ISTorthwestem  as  their  last 
statement  before  we  reinsured  about  —  something  over  fifty  mil- 
lions dollars  of  risks,  but  I  do  not  think  we  ever  became  liable  for 
over  about  thirty  millions  of  dollars. 

Q.  It  swelled  your  outstanding  insurance  thirty  million  dol- 
lars ?    A.  It  did. 

Q.  At  a  time  when  you  were  not  compelled  under  the  law,  that 
being  an  assessment  business  to  have  a  reserve  against  it?  A. 
Yes. 

Q.  And  therefore  it  was  an  advantage  in  indicating  the  size  of 
the  company,  and  in  attracting  policyholders?  A.  It  was  an  ad- 
vertising advantage  in  that  sense,  certainly. 

Q.  Now,  apart  from  the  advertising  advantage  you  got  the  ad- 
vantage of  the  expense  loadings  ?     A.   Yes,  sir. 

Q.  In  the  assessments  upon  this  new  business,  which  you  could 
use  for  your  general  expenses  of  your  company?    A.  Yes,  sir. 

Q.  And  you  needed  some  increase  in  your  income,  didn't  you, 
for  expenses?    A.  We  did. 

BY  ME.  COX: 

Q.  How  would  that  expense  loading  be  available  if  the  insur- 
ance was  taken  over  with  it  —  was  it  in  excess  of  what  was  re- 
quired? A.  Oh,  we  could  transact  the  business  of  that  added  busi- 
ness for  a  great  deal  less  than  the  expense  loading.  Of  course,  it 
would  not  increase  our  expenses,  ordinary  expenses,  to  the  extent 
merely  of  that  loading. 

MR.  HUGHES :    I  think  it  will  be  clear  in  a  minute,  Mr.  Cox. 

Q.  When  you  took  over  the  insurance  of  the  ITorthwestern 
Life  did  you  treat  those  policies  as  a  separate  class?  A.  We  do 
treat  them  as  a  separate  class. 

Q.  You  made  them  pay  their  own  way  ?    A.  We  did. 
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Q.  You  have  assessed  them  for  enough  to  pay  all  the  death 
claims  accruing  on  them  —  treated  separately?    A.  We  have. 

Q.  And  you  have  made  your  rate  of  assessments  upon  those 
policies  what  would  be  sufficient  to  meet  the  claims  arising  on 
them  without  reference  to  the  rates  upon  other  policies  of  your 
company  ?    A.  We  have. 

Q.  But  in  those  assessments  there  was  a  certain  margin  or  load- 
ing for  expenses?    A.  Yes. 

Q.  And  that  amount  of  money  which  you  got  in  for  expenses 
through  those  assessments  you  have  used  for  the  general  expenses 
of  your  business?    A.  Yes. 

Q.  You  have  not  segregated  those  for  the  particular  purposes 
of  reinsurance  on  the  ISTorthwestern  Life  risks?     A.  No. 

Q.  And  therein  lay  the  advantage  to  your  company,  that  you 
could  get  hold  of  a  fund  applicable  to  general  expenses  while 
making,  so  far  as  the  assessments  for  mortuary  claims  were  con- 
cerned, the  assessments  upon  that  business  separately  in  accord- 
ance vrith  its  necessities  ?    A.  Yes,  sir. 

MR.  COX :  Then  that  business  was  treated  as  if  no  business 
was  being  put  in  with  it? 

BY  MR.  HUGHES: 

Q.  That  business  was  treated  as  a  business  in  course  of  liqui- 
dation?   A.  It  was. 

Q.  ISTot  as  business  reinforced  and  strengthened  by  new  risks? 
A.  JSTo,  sir. 

Q.  And  a  proportion  of  the  premiums  or  assessments  which 
were  applicable  to  expenses  were  used  by  the  Mutual  Reserve  in 
the  extension  of  its  business  and  for  general  purposes?  A.  Yes, 
sir. 

BY  MR.  COX: 

Q.  What  was  the  percentage  for  loading?  A.  It  has  been  about 
twenty-three  per  cent  —  between  twenty-two  and  twenty-three 
per  cent. 

BY  MR.  HUGHES: 

Q.  On  these  policies?    A.  Yes. 

Q.  Now,  what  amount  of  expense  loading  would  have  been  re- 
quired upon  those  policies  if  you  had  simply  been. —  if  yon  had 
divided  your  expenses  so  as  to  apportion  to  those  risks  their  fair 
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share  of  the  expenses  of  the  whole  business?  A.  Well,  if  you 
included  in  that  the  expense  of  getting  new  businss,  which,  of 
course,  would  not  be  fair,  if  they  were  not  to  receive  the  benefit 
of  it,  why  it  would  have  been  more  than  this  amount. 

Q.  Yes,  but  you  do  not  include  them?  A.  Oh,  without  that 
I  should  say  that  this  was  probably  double?    A.  Yes. 

Q.  Now,  this  23  per  cent,  is  23  per  cent,  of  what?  A.  Of  the 
premiums  received  from  the  Northwestern. 

Q.  That  is  the  assessments?    A.  Assessments,  yes. 

Q.  So  that  roughly  11  to  12  per  cent,  of  the  amount  received 
from  the  policyholders  taken  over  from  the  Northwestern  Life 
have  been  applied  to  the  general  expenses  of  the  Mutual  Reserve 
business  in  excess  of  the  amount  required  to  pay  the  expenses  or 
the  share  of  the  expenses  of  those  policyholders?  A.  I  should 
say  that  was  about  right. 

BY  ME.  COX: 

Q.  Does  the  premiums  aggregate  in  dollars  and  cents  on  tliat 
thirty  million  dollars  of  business  taken  the  first  year?  A.  There 
was  about,  including  the  amount  transferred  to  us  —  say  about 
$1,086,000. 

Q.  Of  premiums?    A.  Yes. 

BY  MR.  HUGHES: 

Q.  In  premiums  the  first  year?    A.  Yes,  that  is  the  first  year. 

Q.  That  means  that  you  got  something  over  $100,000  in  excess 
of  the  pro  rata  share  of  the  policyholders  paying  those  premiums 
and  the  expense  of  the  business  for  use  in  your  general  opera- 
tions?   A.  Probably. 

Q.  And  that  is  where  the  advantage  laid  to  the  other  policy- 
holders, in  the  acquisition  of  the  business  of  the  Northwestern? 
A.  Yes. 

Q.  But  the  advantage  was  not  so  conspicuous  with -the  policy- 
holders whose  risks  were  reinsured?  A.  It  is  not  on  the  surface 
as  conspicuous  as  that  by  any  manner  of  means,  but  I  think  in 
reality  it  was  fully  as  real. 

Q.  "Well,  I  suppose  you  mean  by  that  —  I  will  let  you  state 
what  you  mean  by  that?  A.  I  mean  that  the  company  was  in 
tlie  position  —  the  Northwestern  was  in  the  position  where  it  was 
not  paying  its  losses  in  full  and  was  paying  a  very  small  propor- 
tion and  where  it  had  got  to  a  point  where  it  was  not  able  even 
on  that  basis  to  go  much  further  with  its  operation.    The  risks  in 
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the  Northwestern  were  almost  without  exception  impaired  risks, 
as  is  proved  by  the  fact  that  for  the  year  preceding  the  reinsurance 
the  death  loss  was  about  175  per  cent,  of  the  table,  and  it  has 
continued  to  be  about  that  from  that  time  to  the  present.  The  re- 
sult was  that  if  the  Northwestern  went  to  pieces,  ceased  to  be  in 
existence,  without  taking  care  of  its  business,  those  people  were 
deprived  of  their  insurance  j  they  could  not  get  any  insurance  of 
any  kind;  but  by  this  arrangement  they  could  get  the  insurance 
upon  the  basis  of  the  expense  loading  that  was  contained  in  their 
fixed  premiums  not  subject  to  increase  and  the  amount  necessary 
to  pay  their  death  losses. 

Q.  You  say  the  premiums  were  fixed  in  these  cases  and  not 
subject  to  increase  ?  A.  What  I  mean  is  this,  that  this  company 
with  its  large  mass  of  business  and  through  the  contract  with 
the  others,  had  its  premiums  based  upon  the  ordinary  life  pre.- 
miums,  actuaries'  table  four  per  cent,  as  of  the  age  when  the 
parties  originally  entered  the  Northwestern.  Now,  those  pre- 
miums had  a  fij^ed  percentage  for  expense  and  however  we  should 
increase  the  other  portion  of  the  premiums  it  would  not  affect 
the  expense  or  subject  them  to  increase. 

Q.  So  that  we  have  in  the  figures  you  have  given  of  premiums 
the  first  year,  the  taking  the  percentage  mentioned  by  you,  the 
amount  available  for  your  general  expenses  ?     A.  Yes. 

Q.  That  would  not  increase?     A.  That  would  not  increase. 

Q.  And  naturally  you  had  to,  as  those  lives  were  impaired 
and  your  mortality  rate  was  increasing,  to  increase  the  assess- 
ments? A.  Well,  we  have  as  an  actual  fact  increased  the  as- 
sessments. What  we  have  done  is  under  a  provision  contained 
in  the  policy  of  the  contract,  adjusted  the  results  to  the  rated 
age  indicated  by  the  actual  mortality,  which  has  of  course  re- 
duced the  face  of  the  insurance  but  not  increased  the  amount  of 
the  assessment. 

Q.  Then  the  people  who  were  in  the  Northwestern  Life  had 
the  advantage  of  going  on  by  contributing  to  the  expense  fund 
of  the  Mutual  Reserve  taking  a  reduced  amoimt  of  insurance? 
A.  Yes. 

Q.  Now,  this  time,  in  1900  or  1901,  rather,  was  a  time  when 
your  company  seriously  needed  an  increase  in  its  resouorces,  was 
it  not  ?    A.  "When  it  was  very  convenient  to  have  one,  certainly. 

Q.  And  an  increase  in  the  available  expense  fund  ?     A.  Yes. 

Q.  Did  you  increase  your  expenses  in  taking  over,  when  you 
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took  over  the  Northwestern  Life  and  acquired  this  additional 
expense  money?  A.  There  was  some  increase  naturally  in  the 
expenses. 

Q.  In  what  way  ?  A.  M^ell,  it  would  require  some  additional 
force,  of  course  at  the  office  there  would  be  an  increase  in  print- 
ing which  is  very  considerable  in  a  business  where  notices  are 
sent  out  to  a  great  extent  bi-monthly  —  postage,  and  we  acquired 
from  the  Northwestern  certain  employees  or  officers  in  the  hope 
of  adapting  them  to  our  work  and  increasing  our  force  in  that 
way. 

Q.  Was  it  on  the  strength  of  this  that  your  expenses  went  up 
in  1902,  your  salaries  went  up  from  $106,332  which  had  been 
paid  in  1901  to  $122,420  ?  A.  That  salary  in  1902  Avas  salary 
paid  the  2d  vice-president  that  came  to  us  from  the  ISTorthwestern. 

Q.  That  is  Mr.  Mabie  ?     A.   That  was  Mr.  Mabie,  yes,  sir. 

Q.  And  he  became  second  vice-president  of  the  Mutual  Re- 
serve at  a  salary  of  fifteen  thousand  a  year  ?  A.  That  is  my 
recollection. 

Q.  And  remained  so  for  one  year  ?     A.  Yes. 

Q.  Why  did  he  leave  ?  A.  Well,  he  tendered  his  resignation 
and  seemed  to  prefer  to  go  into  other  business,  I  believe. 

Q.  Have  you  used  any  part  of  those  moneys  that  have  been 
coming  in  through  the  loadings  upon  the  assessments  of  the 
National  Life  people  to  pay  the  mortuary  claims  on  your  other 
policies  ?    A.  No,  sir. 

Q.  Haven't  they  gone  into  your  general  funds,  available  for 
all  purposes?  A.  Yes,  sir,  but  they  have  been  consumed  in  ex- 
penses. 

Q.  I  was  told  that  you  desired  to  say  something  additional 
to  what  you  said  last  night  in  explanation  of  the  increases  of 
salary.  As  we  have  mentioned  salaries,  you  may  state  it  at  this 
point  ?  A.  Well,  I  don't  know  that  I  have  any  particular  desire 
to  make  a  statement — simply  to  say  in  reference  to  the  question  of 
increase  of  salaries  that  there  was  of  course  a  great  increase  in  the 
work  that  had  to  be  done  by  the  members  of  the  administration 
who  were  charged  with  looking  especially  after  the  work  of  the 
company  by  reason  of  the  difficulties  which  arose  in  the  increase 
of  assessments,  litigations  that  arose  under  those  increases,  and 
there  was  general  reduction  in  certain  of  the  salaries,  in  the  gross 
amouJit  of  salaries — in  the  gross  amount  of  salaries,  and  it  was 
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felt  to  be  just  and  right,  I  think,  by  the  directors  of  the  company 
— I  certainly  have  always  felt  it  so,  that  those  upon  whom  rested 
this  work  and  this  responsibility  should  be  well  recompensed  for  it 
as  far  as  it  was  possible  to  do  so. 

Q.  This  is  a  purely  mutual  company,  it  is  not  ?    A.  It  is. 

Q.  And  do  you  think  it  proper  when  your  circumstances  re- 
quired an  increase  of  assessments  upon  your  policyholders  who 
are  naturally  inclined  to  resist  such  increases,  to  increase  the 
salary  of  the  officers  because  of  the  adversity?  A.  Oh,  I  think 
that  if  the  officers  of  the  company  are  called  upon  to  bear  the  re- 
sponsibility and  the  weight  of  work  of  correcting  the  results  of 
errors  that  occurred  not  through  their  work  but  through  others, 
that  they  are  entitled  to  receive  a  recompense  for  doing  so,  and 
that  it  is  for  the  best  interest  of  the  policyholders  even  when  they 
are  paying  these  assessments,  that  they  should  have  as  good 
service  and  as  high  class  service  in  that  regard  as  they  can  obtain, 
and  that  the  mere  matter  of  payment  of  a  few  thousand  dollars 
more  or  less  is  insignificant  compared  with  their  obtaining  it. 
Xow,  I  am  not  saying  that  they  did  obtain  the  best,  so  far  as  I  am 
concerned — but  if  they  did  not  it  was  their  business  to  get  rid  of 
me  and  get  a  man  who  could  do  the  work  properly,  and  pay  him 
for  doing  it  proper  recompense. 

Q.  Your  position  is  that  in  a  purely  mutual  company,  the 
worse  the  situation  beconies  and  the  more  difficult  become  the 
duties  of  the  officers  in  meeting  adverse  circumstances  the  more 
salary  they  should  get?  A.  ISTo,  that  is  not  my  position,  but 
without  reference  to  whether  it  is  a  mutual  company  or  a  stock 
company  I  believe  that  men  if  they  are  capable  of  carrying  this 
added  weight  or  responsibility  and  work  which  suddenly  comes 
under  those  conditions,  and  are  not  in  themselves  responsible  for 
the  existence  of  those  conditions  shotild  be  paid,  and  if  they  cannot 
be  paid  the  policyholders  of  the  company  cannot  expect  to  obtain 
that  class  of  service;  and  as  far  as  I  personally  am  concerned,  I 
would  say  that  I  am  getting  to  an  age  when  if  I  should  leave  the 
Mutual  Reserve  it  would  be  a  difficult  task  for  me  to  establish 
myself  in  anything  else,  and  every  year  is  making  it  more  and 
more  difficult  at  my  age,  and  I  had  a  right,  and  it  was  entirely 
within  the  range  of  proper  consideration  to  consider  the  matter — 
to  consider  if  I  was  to  remain  there  I  should  have  what  I  regarded 
as  a  recompense  for  the  work  that  I  was  doing,  and  what  I  be- 
lieved I  could  obtain  elsewhere  at  that  time,  but  I  might  not  be 
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able  to,  after  five  or  ten  years  of  the  work  that  I  was  subjected  tb 
in  the  Mutual  Reserve.  x*^/  /".  " 

Q.  You  based  it  upon  the  work  required  and  not  upon  the  prof- 
itable results  of  the  policyholders?  A.  I  think  so,  yes  sir.  I 
think  that  the  real  result  to  the  policyholders  is  that  those  that 
elected  to  remain,  and  many  of  them  who  could  not  obtain  insur- 
ance elsewhere  under  existing  circumstances,  should  have  such 
services  as  to  make  for  every  probability  that  they  would  have 
their  insurance  continued  permanently,  aad  the  institution  made  a 
success. 

Q.  I  suppose  the  continuance  of  the  policies  under  the  old  form, 
fifteen  year  plan,  for  example,  of  insurance  is  really  an  embarrass- 
ment to  your  company  rather  than  the  reverse  ?  A.  Undoubtedly 
we  should  be  in  a  very  less  embarrassing  position  if  they  were  not 
continued. 

Q.  And  the  effect  of  increasing  the  assessments  and  putting  the 
liens  you  have  referred  to  upon  the  policies  has  been  to  reduce  to 
some  extent  the  outstanding  risks  of  that  class?  A.  It  has  re- 
duced it  quite  materially,  sir. 

Q.  To  what  extent  ?  A.  It  has  made  it,  of  course,  more  diffi- 
cult to  obtain  new  business ;  we  have  had  a  large  mass  of  competi- 
tors who  have  regarded  themselves  as  occupying  a  very  immacu- 
late pinnacle,  who  were  ready  to  throw  stones  at  us  at  any  time, 
and  that  helped  them  to  a  means  of  throwing  stones. 

Q.  But  it  would  be  an  advantage  to  the  company,  that  is,  to  the 
company  as  consisting  of  the  policyholders,  whose  policies  had 
been-  written  since  1901,  if  the  older  policies,  or  since  1896 — if 
the  older  policies  were  lapsed  ?    A.  Unquestionably. 

BY  ME.  COX: 

Q.  There  was  not  really  any  particular  advantage  to  the  in- 
surable men  staying  in  under  the  circumstances,  I  suppose  ?  A. 
Well,  one  of  the  results  of  that  can  be  easily  traced  in  the  death 
rate  of  that  class  of  business.  Of  course,  the  selection  had  been 
against  the  company  in  the  lapsing  that  has  occurred;  the  better 
class  of  risks  have  passed  out  and  the  less  desirable  have  remained. 
That  would  naturally  be  the  effect. 

BY  ME.  HUGHES: 

Q.  Now,  in  connection  with  your  difficulties  of  the  past  few 
years  you  have  contested  a  very  large  proportion  of  the  claims 
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arising  under  yonr  policies,  have  you  not?  A.  We  have  ques- 
tioned probably  a  larger  proportion  than  most  insurance  com- 
panies have. 

Q.  What  has  been  the  reason  for  the  adoption  of  that  policy  ? 
A.  Because  we  believe  that  to  a  very  large  extent  the  questioning 
of  claims  by  life  insurance  companies  is  gauged  by  the  basis  of 
effect  upon  the  procurement  of  new  business.  In  other  words, 
they  pass  over  many  of  the  grounds  on  which  claims  could  be 
questioned,  both  technical  and  real,  because  it  would  hurt  in  the 
obtaining  of  new  business.  I^ow,  with  the  mass  of  old  business 
that  we  had  upon  our  books  subject  to  a  heavy  assessment  rate, 
while  we  believed  and  believe  that  it  was  our  duty  to  pay  fully 
and  promptly  and  rightly  all  proper  claims  we  did  not  believe  that 
we  had  a  right  in  dealing  vrith  those  men  who  are  subjected  to 
these  heavy  assessments  to  let  a  consideration  of  the  means  of  get- 
ting new  business  interfere  with  our  investigating  all  claims  and 
saving  those  members  from  having  to  pay  the  heavy  cost  of  claims 
probably  that  were  not  legitimate  and  right. 

Q.  The  pith  of  it  is,  you  did  not  think  you  should  pay  any  sum 
you  could  get  out  of?  A.  l^o,  I  do  not  think  that  is  a  correct 
statement. 

Q.  Haven't  you  taken  every  defence  that  you  could  take?.  A. 
We  have  taken  every  actual  defence  we  could  take.  We  have 
not  taken  any  technical  defence  unless  the  company  were  ac- 
tually   

Q.  Have  you  taken  steps  to  procure  a  settlement  for  less  than 
the  face  of  the  policy  wherever  it  is  possible?     A..  No,  sir. 

ME.  HUGHES :  I  will  now  read  in  evidence  from  the  report 
of  the  Superintendent  of  Insurance  of  the  State  of  New  York  on 
examination  of  the  Mutual  Reserve  Insurance  Company  of  New 
York  as  of  December  31,  1904,  the  report  being  dated  July  6, 
1905,  the  following  with  reference  to  claims  incurred  paid  or 
compromised  from  December  31,  1901,  to  January  1,  1905. 

MR  PLATT :  Mr.  Hughes,  of  course  this  is  the  result  of  ex- 
aminations.    Are  we  to  be  afforded  to  explain  these,  in  detail? 

ME.  HUGHES :  Certainly ;  that  is  to  say  anything  reasonable. 
We  give  every  opportunity  if  there  is  any  complaint  made  of  these 
figures  given  by  the  Superinteiident,  you  may  correct  them. 

MR  PLATT :  Or  to  his  conclusion. 
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MR  HUGHES :   Certainly. 

MR.  PLATT:  Then  it  involves  the  trial  of  a  great  many  cases 
because  that  is  entirely  unjust.  Of  course  if  it  is  not  meant  to  go 
into  the  trial  of  them  it  ought  not  to  go  before  the  Committee  in 
that  shape.  If  there  are  eases  in  which  the  company  has  im- 
properly delayed  or  improperly  adjusted  claims,  that  should  come 
out,  but  not  the  conclusions  of  some  men  unless  we  have  the  appor- 
tunity  to  prove  the  facts. 

ME.  HUGHES :  It  is  impossible  for  the  Committee  to  deal 
properly  with  the  situation  to  ignore  the  last  report  of  the  Super- 
intendent of  Insurance  which  the  Committee  would  take  as  pre- 
sumptively accurate.  Now,  if  there  is  anything  within  a  reason- 
able compass  that  you  can  supply  the  Committee  to  furnish  any 
correction  in  the  statement  of  the  Superintendent,  of  coiirse  we 
should  be  very  glad  to  have  it.  We  could  not  go  into  the  trial 
of  all  the  circumstances  relating  to  the  thousands  of  claims. 

ME.  PLATT :  I  assume  that  it  is  quite  as  impossible  that  this 
Committee  would  be  here  and  desire  to  have  a  partial  or  incorrect 
statement  on  its  record. 

ME.  HUGHES :  The  statement  of  the  Superintendent  shows 
the  number  of  claims  incurred,  paid  or  compromised,  as  T  under- 
stand it.  I  think  the  facts  can  be  treated  justly  by  the  Committee, 
but  of  course  the  Committee  will  welcome  any  explanation  within 
reasonable  compass  that  the  company  can  give. 

I  will  read  this  part :  "  The  investigation  of  death  claims  in- 
curred, and  paid,  compromised  or  settled  since  the  prior  exami- 
nation of  December  31,  1901,  vsdth  balance  outstanding  Decfmber 
31,  1904,  has  been  a  woik  of  considerable  labor,  involving  as  it  did 
the  reviewal  of  3,531  claims  incurred,  with  accompanying  evidence 
and  correspondence  relating  thereto.  The  result  gives  the  fol- 
lowing: 

CLAIMS  INCUREED,  PAID  OE  COMPEOMISED  EEOM 
DEOEMBEE  31,  1901,  TO  JANUAEY  1,  1905. 

The  examination  December  31,  1901,  gave  as  the  total  of  out- 
standing claims  at  that  time  $1,125,949.10.  The  corrected  figui'e 
representing  this  item  was  found  during  the  present  examina- 
tion to  be  $13,(390  in  excess  of  this  amount,  or  $1,139,939.10. 
Of  the  3,531  claims  incurred  since  December  31,  1901,  2,353 
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were  paid  to  the  extent  of  the  net  liability  thereimdjr.  That  is 
to  say,  after  deducting  all  indebtedness  charged  against  the 
policies  by  the  company,  this  number  was  paid  without  com- 
promise for  the  net  amount  due.  The  number  comprised  was 
776,  leaving  402  incurred  claims  since  January  1,  1902,  unpaid 
on  December  31,  1904,  to  which  is  to  be  added  one  claim  then 
unpaid,  incurred  prior  to  January  1,  1902,  making  a  total  of 
403  claims  outstanding  on  December  31,  1904. 

The  death  claims  incurred  diiring  this  period  of  three  years 
amounted  to  $9,023,747.12  of  original  insurance  represented  by 
the  face  value  of  certiiicates  or  policies.  From  this  incurred 
amount  certain  deductions  were  made,  as  specified  below,  re- 
ducing it  to  $7,497,364.38,  the  difference  of  $1,526,382.74  being 
made  up  of  the  following  items: 

Deduction  on  account  of  signed  and  by-law  liens.      $819,927 .  79 
Deduction  on  account  of  excess  mortality  liens..        338,129.30 
Deduction  on  account  of  sundry  charges,  namely: 
balance  year's  premiums,  interest  and  alleged 
misrepresentation  in  age 368,325 .  65 


..  $1,526,382.74 
Of  the  $1,139,639.10  of  claims  outstanding  De- 
cember 31,  1901,  $18,955.78  were  marked  off, 
it  being  ultimately  f  oiind  that  no  valid  claim  at- 
tached to  policies  represented  by  this  figure. 
The  balance  of  $1,120,683.32  was  disposed  of 
for  $1,083,614.19  save  one  claim  of  $3,128.72 
still  unsettled  and  reduced  by  company  on  ac- 
count alleged  misrepresentations  in  age  of  in- 
sured to 2,514. 94 

Incurred  less  deductions  as  above  from  1901  to 

1905   7,497,364.38 

Total $7,499,879 .32 

/  /■ ' 

Cash  paid  in  settlement  of  claims 

not  compromised   $5,037,543.40 

Cash  paid  in  settlement  of  $1,- 
629,345.33  of  claims  com- 
promised   ,.        906,656 .  74 
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Deduction     by     company     from 

claims  compromised $722,688 .  69 

Cash      advanced      on     unsettled 

claims 1,560 .  90 


$6,668,449.  T3 

Claims  outstanding  December  31,  1904,  as  seg- 
regated below  imder  tbe  head  of  liability $831,429.59 

The  preceding  will  be  found  in  greater  detail  by  a  reference 
to  Exhibit  "A"  accomanying  this  report. 

Exhibit  "  B  "  gives  in  detail  the  manner  in  which  the  so-called 
net  liability  of  $831,429.59  is  arrived  at,  representing  the  out- 
standing claims  December  31,  1904.  It  also  gives  a  segrega- 
tion of  these  claims  as  to  their  status  on  that  date,  by  showinj;- 
those  that  were  approved,  unadjusted,  reported,  resisted  and  in 
suit. 

Exhibit  "  C^  relates  solely  to  such  claims  incurred  between 
January  1,  1902,  and  December  31,  1904,  as  were  compromised 
for  $722,688.69  less  than  the  amount  produced  by  the  company 
after  deducting  all  indebtedness  of  the  assured  at  date  of  death. 
The  nature  of  these  deductions  is  classified  in  the  exhibit,  which 
shows  the  amount  of  policy  and  the  character  of  the  deductions 
made  therefrom. 

Upon  the  ground  of  alleged  misstatement  in  applications  for 
reinstatement  244  claims,  reduced  to  a  net  liability  of  $538,- 
934.81,  were  compromised  for  $300,728.86.  On  account  of  al- 
leged misstatement  in  applications  for  insurance  182  claims, 
reduced  to  a  net  liability  of  $312,973.58,  were  compromised  for 
$177,078.67.  Eor  alleged  intemperance  of  insured  98  claims, 
representing  a  net  liability  of  $257,324.16  were  disposed  of  for 
$170,286.84.  Through  alleged  misrepresentation  in  age  of  in- 
sured a  net  liability  of  $106,500.33  was  compromised  at  $64,- 
198.89  in  the  case  of  91  claims.  Lapsed  policies  to  the  number 
of  43,  which  in  force  would  have  amounted  to  a  net  liability  of 
$161,675.95,  were  settled  for  $53,090.  Through  misstatement 
in  application  and  in  reinstatement  applications  36  claims,  re- 
duced to  a  net  liability  of  $99,015.67,  were  compromised  for 
$59,406.61.  For  alleged  intemperance  and  misstatement  or  rein- 
statement application,  30  claims  on  which  the  net  liability  was 
98 
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$67,014.1.4,  were  settled  for  $34,916.79.  The  cases  of  alleged 
suicide  were  17,  with  net  insurance  of  $30,546.21.  .  They  were 
settled  for  $17,406.08.  The  balance  of  35  claims  going  to  make 
up  the  total  of  776  compromised  claims  represented  by  the  Ex- 
hibit, were  compromised  on  the  strength  of  the  various  other 
allegations  recited  in  detail  in  the  exhibit,  which  shows  that  these 
35  claims,  representing  net  insurance  to  the  amount  of  $55,360.57, 
were  disposed  of  for  $29,544.  Thus  insurance  at  one  time 
amounting  to  $1,923,000.73,  finally  yields  its  beneficiary  $906,- 
656.74,  there  having  been  deducted  $293,655.30  on  account  of 
an  indebtedness  ascertained  by  the  company  to  exist  against 
the  assured,  with  a  further  deduction  of  $722,688.69  retained  by 
the  company  for  the  alleged  violations  of  contract  by  the  assured 
enumerated  above. 

Making  due  allowance  for  the  time  it  may  occupy  to  thoroughly 
investigate  all  questionable  death  claims,  I  think  that  as  the  result 
of  this  examination  it  is  quite  clearly  in  evidence  that  the  com- 
pany has  adopted  a  settled  policy  of  delay  in  withholding  the 
approval  necessary  to  constitute  an  admission  by  it  of  the  receipt 
of  satisfactory  evidence  of  death  in  the  case  of  all  claims  under 
policies  or  certificates  issued  while  the  company  was  operating 
under  Article  6  of  the  Insurance  Law.  From  the  date  of  such 
approval  ninety  days  is  the  specified  time  within  which  payment 
is  to  be  made.  The  average  period  elapsing  between  the  filing  of 
proofs  of  death,  which  were  upon  "  investigation "  ultimately 
found  to  be  valid  claims,  is  so  lengthy  as  to  properly  subject  the 
company  to  the  severest  criticism  in  its  treatment  of  these  bene- 
ficiaries, many  of  whom  must  be  subjected  to- no  little  suffering 
and  distress  by  the  seemingly  inexcusable  procrastination  on  the 
company's  part  in  the  payment  of  its  just  debts  to  policyholders. 

Q.  Now,  taking  up  first  the  statement  of  the  number  of  policies 
which  have  been  contested,  the  number  of  settlements  made  and 
the  reductions  or  compromise,  without  for  the  moment  consider- 
ing the  validity  of  the  superintendent's  conclusion,  are  the  facts 
correctly  stated?      A.    I  assume  that  they  are. 

0-  TJie  question  at  variance  then  between  you  and  the  Superin- 
tendent is  in  reference  to  the  inferences  to  be  drawn  from  those 
facts  ?  A.  I  should  say  rather  that  one  of  the  questions  at  issue 
between  us  and  the  Superintendent  is  the  propriety  of  an  ofiicial 
report  stating  facts  in  such  a  way  that  almost  any  inference  could 
be  drawn  from  them  when  if  the  facts  are  such  that  derogatory 
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can  be  drawn  from  them,  it  was  the  duty  of  the  examiner  after 
spending  six  months  in  that  office  at  the  charge  of  the  policy- 
holders to  designate  exactly  what  was  the  condition  of  the  affairs 
and  what  he  condemned,  which  he  did  not  do. 

Q.  He  did  not  do  that  ?     A.    Not  in  the  slightest. 

Q.  Yon  mean  you  were  not  advised  of  the  criticism  before 
making  the  report?  A.  We  were  not  advised  of  the 'Criticism 
before  making  the  report.  He  does  not  allege  in  that  report  a 
single  instance  in  which  he  states  that  we  compromised  a  risk 
improperly,  and  I  say  that  it  was  his  duty  if  there  was  a  single 
case  in  which  we  compromised  a  case  unduly  or  improperly  to 
state  it  and  state  the  facts  exactly.  There  is  my  issue  with  the 
Superintendent  of  Insurance. 

Q.  "What  is  the  incorrectness  of  the  Superintendent's  statement 
as  to  the  average  period  elapsing  the  time  of  filing  the  proofs  of 
death  and  the  time  of  payment  upon  claims  found  to  be  valid? 
A.  May  I  first  ask  you  to  refer  to  the  report  of  1898.  You  have 
it,  I  think;  I  have  not;  and  read  what  he  says  in  regard  to  our 
payments  there  on  the  record. 

Q.  Is  it  germane  to  this  particular  matter  ?  A.  It  is  germane 
to  this  particular  matter. 

Q.  Point  out,  if  you  please,  what  you  have  in  mind  ?  A.  (Wit- 
ness does  so.) 

Q.  You  refer  now  to  the  report  of  Mr.  Louis  E.  Payn  on  this 
date  of  May  31,  1898,  and  the  last  paragraph  in  the  report?  A. 
I  do. 

Q.  Which  reads  as  follows:  "The  result  of  the  examination 
shows  that  the  Association  is  solvent  and  pays  in  full  every  death 
claim  that  is  a  proper  charge  upon  the  mortuary  funds  contributed 
by  the  members,  and  that  in  every  case  of  settlement  or  compro- 
mise the  character  of  the  claim  has  been  such  as  to  make  it  the 
duty  of  the  management  to  protect  the  members  against  an  unjust 
demand."  Did  Mr.  Payn  make  an  examination  of  all  the  com- 
promises that  you  have  made  ?  A.  That  is  based  upon  the  state- 
ment of  Mr.  Vanderpoel. 

Q.  To  the  same  effect?     A.  To  the  same  effect. 

Q.  This  statement  of  Superintendent  Hendricks  is  based  on  — 
what  I  have  just  read  is  based  upon  Mr.  Vanderpoel's  examina- 
tion, is  it  not?     A.  Yes,  sir. 

Q.  So  you  would  quote  Mr.  Vanderpoel  in  1898  as  against 
Mr.  Vanderpoel  in  1905  ?     A.  Having  quoted  that,  now  I  would 
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like  to  answer  the  question  yon  asked  me.  I  would  like  to  say 
that  when  that  report  that  you  have  read,  1905,  came  to  the 
company,  a  copy  being  served  as  the  law  requires,  in  reference 
to  delay,  the  statement  read  that  "  I  think  that  as  the  resiilt  of 
these  examinations  it  is  quite  clearly  in  evidence  that  the  com- 
pany has  adopted  a  settled  policy  of  delay  in  withholding  the 
approval  .necessary  to  constitute  an  admission  by  it  of  the  re- 
ceipt of  satisfactory  evidence  of  death  in  the  case  of  all  claims  "  — 
and  the  "  all  "  was  underlined.  There  it  ended.  At  the  hearing 
before  the  Superintendent,  we  asked  of  Mr.  Vanderpoel,  the 
examiner,  whether  he  had  examined  the  question  of  whether 
that  did  apply  to  all  claims  or  whether  it  applied  to  assessment 
claims,  or  whether  it  applied  to  claims  since  reincorporation. 
He  could  not  produce  a  fact  to  show  whether  he  had  examined 
into  that  question  or  not,  anl  on  our  producing  the  figures  to 
show  what  had  been  done  in  regard  to  claims  that  had  arisen 
on  policies  issued  since  reincorporation.  Without  coming  to 
our  office  to  verify  these  figures  or  without  making  further  ex- 
aminations he  added  the  modifying  clause  "  Under  policies  or 
certificates  issued  while  the  company  was  operating  under  Article 
6  of  the  Insurance  Law."  Now,  either  the  first  statement  is  cor- 
rect, or  it  was  not  correct.  If  it  was  correct  it  was  his  business 
to  have  known  it  was  correct,  and  to  have  had  the  figures  to 
verify  it.  If  it  was  not  correct  it  was  his  business  not  to  have 
made  it,  and  there  was  no  more  reason  why  it  should  be  re- 
garded as  correct  on  the  amendment  statement  as  it  was  on  the 
original.  Now,  for  the  t"^'elve  months  preceding  the  examina- 
tion of  1898,  this  company  approved  1,086  claims  —  I  beg  par-' 
don.  They  approved  1,065  claims  and  the  average  number  of 
days  from  the  receipt  of  proof  to  approval  was  sixty-two.  For 
the  twelve  months  preceding  the  present  examination  on  policies 
written  under  article  6,  it  approves  717,  and  the  average  time  from 
receipt  of  proof  to  approval  was  63.45  daysj  in  other  words  there 
was  but  1.45  days  between  the  averages. 

Now,  as  regards  the  twelve  months  precedirig  the  examination 
of  1894  and  1895,  when  not  one  word  in  criticism  in  regard  to  this 
matter  was  put  forward,  the  number  of  claims  approved  was  789, 
and  tbe  average  number  of  days  63.72  or  almost  precisely  what 
?liey  were  in  the  last  twelve  months. 

Q.  You  are  talking  now  of  claims  that  were  found  to  be  valid? 
A.  We  are  taking  the  claims  that  were  paid,  all  claims  of  every 
description  that  were  paid. 
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Q.  Yes.  You  mean  tliat  the  claims  that  were  paid  within  an 
average  of  sixty-three  days?  A.  Were  approved  within  an  aver- 
age of  sixty-three  days. 

Q.  What  about  the  claims  that  were  not  paid,  do  you  mean  that 
all  the  claims  that  have  been  recognized  as  valid,  were  paid  within 
an  average  of  63  days?    A.  Yes,  sir. 

Q.  And  the  other  claims  were  contested?  A.  No,  this  includes 
all  claims  that  were  settled  as  well  as  the  approvals. 

Q.  What  was  the  number  of  claims  presented  to  your  company 
in  1904?    A.  In  1904,  I  could  not  tell. 
•    Q.  What  period  have  you  in  your  list?    A.  I  have  there  YlY. 

Q.  No,  but  what  period  is  covered  by  your  statement?  A.  That 
is  1904. 

Q.  Oan  you  tell  me  what  number  of  claims  you  had  which  arose 
in  that  year,  the  total  number?  A.  I  cannot  tell,  including  the 
protested — 

Q.  Does  that  appear  in  any  of  your  published  reports?  A.  I 
should  suppose  it  would  appear  in  the  report  of  1905. 

Q.  I  want,  not  the  payment  or  the  settlement,  but  just  the  num- 
ber of  claims  that  arose  during  1904?    A.  1231. 

Q.  'Now  how  many  of  those  have  been  paid  up  to  date?  A. 
I  could  not  tell,  but  possibly  Avithin  seventy-fi^t ;  pos.sibly  less  than 
that. 

Q.  That  is  the  whole  number  save  seventy-five?  A.  I  tJiink 
that  overstates  tho  number. 

Q.  That  have  not  been  paid?  A.  Yes,  I  think  that  Y5  would 
overstate  the  number. 

Q.  Do  you  mean  by  that  that  had  been  fully  paid  or  settled?  A. 
Paid  in  full  and  settled. 

Q.  What  proportion  of  the  eleven  hundred  and  fifty  odd  that 
have  been  settled  have  been  paid  in  full?  A.  That  I  could  not 
tell  without  going  to  tho  records. 

Q.  Well,  could  you  tell  me  approximately?  A.  ISTo,  I  should 
not  venture  to  say  approximately. 

Q.  Have  not  a  large  number  received  less  than  the  face  of  their 
claims?  A.  That  depends  upon  what  is  stated  as  the  face  of  the 
claim. 

Q.  I  mean  less  than  the  net  liability  after  deducting  your  lien? 
A.  I  do  not  think  a  large  number  have. 

Q.  Well,  there  was  once  a  dispute  over  the  size  of  a  bit  of  chalk, 
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and  I  don't  know  wliat  "large"  means  myself,  but  I  would  like  to 
know  wliat  you  can  state  approximately  and  fairly  of  the  number 
ttat  have  not  been  paid.  A.  I  should  not  venture  to  state  it  with- 
out referring  to  the  record,  because  it  is  not  a  matter  that  to  that 
extent  of  detail  would  come  to  me  mthot^t  a  special  record. 

Q.  That  is  a  matter,  however,  that  you  can  easily  furnish  such 
information  upon  ?    A.  Oh,  certainly. 

Q.  It  is  stated  in  this  report  that  taking  the  death  claims  out- 
standing December  31,  1901,  with  amounts  incurred  and  paid 
since  then,  and  balance  outstanding  December  31,  1904,  the  com- 
pany has  saved  through  settlements  about  $722,688.69  out  of  the 
net  liability  after  deducting  liens.  Is  that  accurate?  A.  I  assume 
that  it  is. 

Q.  Assuming  that  it  is,  how  much  of  that  saving  was  in  1904, 
or  on  death  claims  arising  in  1904?  A.  That  I  could  not  tell  with- 
out referring  to  the  record. 

Q.  What  do  you  "do  under  policies  which  were  written  prior  to 
1902,  when  you  reincorporated  in  order  to  meet  the  death  claims, 
or  when  a  death  claim  comes  what  is  your  procedure?  A.  The 
books  are  examined  to  find  if  it  is  in  force.  Then  proof  of  loss 
are  sent  to  the  parties  and  upon  receipt  of  proof  of  }oss  and  in- 
vestigation is  made,  if  there  are  any  lapses,  we  investigate  as  to 
the  health  of  the  party  at  the  time  of  the  reinstatement.  In  many 
cases  we  obtain  a  record  of  birth  as  to  age,  and  we  have  the  case 
investigated  if  there  are  any  suspicious  conditions  revealed  by  the 
proofs  of  loss  in  relation  to  the  facts  stated  in  the  application. 

Q.  If  I  understood  you  in  what  you  said  a  moment  ago,  you 
think  that  a  number  of  companies  regard  it  as  a  good  advertise- 
ment to  settle  promptly  a  death  claim  without  such  examination? 
A.  I  do. 

Q.  In  settling  the  death  claims  upon  policies  issued  prior  to 
1902,  your  company  is  determined  to  find  out  whether  there  is  a 
legal  liability  and  not  pay  it  unless  there  is.  A.  Wot  simply  a  legal 
liability,  if  there  is  simply  a  technicality  upon  which  a  dispute 
could  be  made  and  nothing  besides  that  we  should  not  take  advan- 
tage of  it.  If  there  was  an  actual  flaw  in  the  matter  arising  from 
the  actual  condition  of  the  risks,  then  we  should  regard  it  as  our 
duty  under  all  the  circumstances  that  exist  with  relation  to  that 
company,  to  make  the  settlement  and  to  use  the  defenses  that  were 
at  our  hands,  but  if  it  was  a  mere  technical  defense  standing  alone, 
we  should  not  regard  it  as  our  right  to  make  use  of  that. 
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BY  ME.  COX: 

Q.  What  would  afford  an  illustration  of  a  technical  defense 
such  as  you  would  not  take  advantage  of?  A.  Well,  there  niig]\t; 
be  several  cited,  but  we  might,  for  instance,  cite  the  fact  that  the 
policy  requires  proof  of  loss  to  be  filed  within  one  year  from  the 
date  of  death  without  regard  to  the — or  to  a  suit,  if  it  is  not  paid 
— many  of  them  require  a  proof  to  be  filed  within  a  year.  We 
should  not  regard  that  as  a  reason,  standing  alone.  In  many  cases 
we  get  that  condition  of  affairs  and  standing  alone  we  never  should 
regard  it  as  a  reason  for  opposing  the  case. 

Q.  In  other  words,  if  proofs  are  not  filed  within  the  time  re- 
quired by  the  contract,  you  would  not  regard  that  as  a  satisfactory 
defense?  A.  If  that  stood  by  itself  we  should  regard  that  simply 
as  a  technical  matter  and  one  that  we  had  no  moral  right  to  take 
advantage  of.  If  it  was  accompanied  by  a  condition  of  the  risks 
either  at  the  time  of  the  lapse  or  the  issuance  of  condition  receipt, 
or  anything  of  that  kind  which  impaired  the  risk,  and  showed  that 
if  we  had  had  knowledge  of  the  fact  we  should  not  have  reinstated 
it,  or  accepted  the  payment,  we  should  not  hesitate  to  use  in  con- 
nection with  that  the  technical  defense  to  strengthen  our  case. 

Q.  Do  you  think  of  any  other  technicality  such  as  that?  A. 
Well,  it  does  not  occur  to  me  now,  but  there  are  other  technical 
defenses. 

BY  MK.  HUGHES: 

Q.  On  these  policies  issued  under  the  old  plan  you  provide 
funds  to  meet  death  claims  by  assessment,  do  you  not?    A.  Yes. 

Q.  And  within  what  time  are  the  claims  payable?  A.  The 
claims  are  payable  as  a  rule  within  ninety  days  after  the  approval. 

Q.  After  approval?    A.  Yes. 

Q.  And  during  that  time  you  get  in  the  money?  A.  That  is 
the  supposed  situation. 

Q.  Yes.  Now,  this  average  of  62  or  63  days  that  you  re- 
ferred to,  dated  from  what  time  ?     A.  From  the  receipt  of  proofs. 

Q.  From  the  receipt  of  proofs  ?     A.  Yes,  to  the  appro-val. 

Q.  To  the  approval?     A.  Yes. 

Q.  When  then,  is  the  date  of  payment  ?  A.  The  date  of  pay- 
ment— ^the  legal  date  of  payment  would  be  of  course,  ninety  day^ 
after  approval,  but  it  does  not  follow  necessarily  that  that  time 
is  taken.  He  criticises  the  length  of  time  we  take  to  approve  the 
claim. 
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Q.  Well,  without  looking  at  the  matter  too  technically,  I  want 
to  know  what  was  the  average  period  which  elapsed  between  the 
filing  of  proofs  and  the  actual  payment,  prior  to  1898  ?  A.  I 
should  imagine  between  four  and  five  months. 

Q.  And  what  is  the  average  period  between  the  filing  of  proof 
and  the  date  of  payment  in  1904?  A.  As  regards  those  policies, 
vdry  closely  to  the  same  time. 

Q.  Four  or  five  months  ?     A.  Yes. 

Q.  In  other  words,  if  death  occurred  and  proof  was  put  in 
within  a  week,  then  you  would  average  about  sixty-two  days 
to  pass  an  approval  upon  the  validity  of  that  claim.  A.  Well, 
it  would  depend  somewhat  upon  the  time  when  that  proof  came 
in.  The  situation,  you  see,  is  this,  in  regard  to  the  calls.  They 
are  made  each  sixty  days.  Now,  if  a  proof  should  come  in  right 
after  the  ordering  of  the  call,  which  is  to  go  out  on  the  first  of 
the  succeeding  month  there  would  necessarily  be  a  longer  intei- 
val,  because  we  have  to  malie  our  approvals  with  reference  to  the 
time  of  the  calls,  and  that  would  malie  a  variation  in  that  regard. 

Q.  But  you  gave  an  average?     A.  Yes,  that  was  the  average. 

Q.  Now,  according  to  the  average,  if  proof  is  made  a  week 
after  death  you  would  take  about  sixty-two  days  to  determine 
whether  you  would  approve  the  claim?     A.  Yes. 

Q.  Then  under  your  contract  you  would  have  ninety  days 
after  that  approval  within  which  to  pay  the  claim?  A.  Wo 
would  have  legally,  yes. 

Q.  And  you  would  generally  take  sixty  or  more  days  of  the 
ninety  before  the  payment  was  made  ?  A.  The  necessary  aver- 
age would  be  somewhere  about  sixty  days,  I  think. 

Q.  And  when  after  the  approval  would  you  call  the  money, 
that  is,  levy  the  assessments?  A.  The' assessments  are  levied  on 
the  1st  of  February  and  each  alternate  month,  February,  April. 
June,  and  so  on. 

Q.  So  you  do  not  make  a  special  assessment?  A.  No,  we  do 
not.  But  that  is  one  reason  of  the  variation  and  one  reason  of 
the  length  of  time  that  has  to  elapse  on  the  average. 

Q.  That  is  one  of  the  vices  of  the  assessment  system,  is  it 
not  ?  A.  That  is  one  of  the  vices  on  the  assessment  system,  when 
the  calling  of  money  is  based  upon  approval  olaims  and-  you  have 
to  have  approved  claims  in  order  to  make  the  call,  yes,  sir. 

Q.  So,  when  you  call  in  February  you  round  up  the  approved 
claims  of  the  two  months  previous  ?  A.  Well,  you  cannot  make 
it  the  two  months  previous  because  you  have  ordered  the  call 
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and  have  to  get  your  printing,  and  altogether  you  must  have  a 
leeway  of  two  or  three  weeks  in  order  to  do  that,  in  order  to  get 
your  call  out.  It  has  to  be  issued  and  checked  and  gotten  ready 
to  be  mailed  on  the  -jmit  of  February. 

Q.  The  result  of  that  system  is  that  in  dealing  with  these 
policies  issued  before  your  reincorporation  it  takes  four  or  five 
months  after  the  proofs  of  death  are  put  in,  before  the  bene- 
ficiaries get  the  money?  A.  Yes,  sir,  and  that  is  one  of  the 
grounds  of  complaint  we  have  here  in  regard  to  this  criticism 
that  is  the  result  of  the  system  and  not  of  a  method,  a  peculiar 
method  adopted  at  this  time  by  us. 

Q.  How  many  lawsuits  have  you  now  pending  over  claims? 
A.  That  I  should  have  to  obtain  the  information  from  the  legal 
department. 

Q.  Have  you  any  idea  ?    A.  'No,  I  have  not. 

Q.  You  have  a  large  number,  have  you  not?  A.  I  should 
say  not  a  large  number  of  just  claims. 

Q.  I  see  from  your  last  report  of  December  31,  1901,  that  the 
legal  expenses  of  1904  amounted  to  $87,196.82.  How  did  you 
manage  to  spend  all  that  amount  of  money  for  legal  expenses  in 
1904?  A.  Well,  the  legal  expenses  of  the  Mutual  Reserve  have 
been  for  several  years  much  greater  on  other  matters  than  on 
the  contesting  of  claims.  One  thing,  that  made  legal  expenses 
high  last  year,  in  1904,  were  the  expenses  of  the  Canadian  In- 
vestigation, the  employment  of  lawyers  in  that  connection,-  and 
also  the  litigation  in  England,  and  also  litigation  which  took 
place  in  this  State,  not  over  such  claims,  but  over  the  question 
of  jurisdiction  of  the  Court  of  North  Carolina  on  certain  claina 
that  had  arisen. 

,  Q.  Those  were  claims  on  policies  ?  A.  Those  were  claims  oa 
policies,  but  the  claims  were  not  on  death  losses,  they  were  not 
on  death  losses. 

Q.  What  was  the  character  of  them?  A.  They  had  sued  for 
violation  of  contract. 

Q.  I  understand  that  the  policyholders  of  North  Carolina  to 
a  considerable  extent  contested  the  right  of  your  company  to  in- 
crease assessments.     Is  that  the  fact  ?    A.  They  did. 

Q.  When  was  that  contest  begun?  A.  My  impression  is  it 
was  begun  in  1896,  but  it  possibly  may  not  have  been  until  1898. 

Q.  Was  this  a  concerted  movement  by  a  body  of  policyholders  ? 
A.  No,  I  do  not  think  it  was  so  much  a  concerted  movement  by 
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a  body  of  policyholders,  as  it  was  a  concerted  movement  by  cer- 
tain attorneys  down  there. 

Q.  Did  the  concerted  movement  of  attorneys  lead  to  a  con- 
cert of  clients  ?    A.  Of  what  ? 

Q.  A  concert  of  clients  ?    A.  Yes,  I  think  it  did. 

Q.  And  the  result  was  the  bringing  of  law  suits  ?    A.  Yes. 

Q.  And  finally  a  decision  of  the  Court  ?  What  did  the  Courts 
of  ]Srorth  Carolina  decide  ?  A.  The  Courts  of  North  Carolina, 
as  I  understand  it,  decided  that  we  had  discriminated  because 
we  had  increased  the  assessments  of  members  who  had  not  paid 
enough,  and  had  not  increased  the  assessment  of  members  who 
had  paid  their  full  share  of  the  cost,  and  gave  judgment 
against  us. 

Q.  Gave  judgment  against  you  for  what  ?  A.  Eor  the  recovery 
of  the  premium  that  had  been  paid. 

Q.  For  what  time  ?    A.  Since  the  inception  of  the  contract. 

Q.  In  what  amount  were  the  judgments  ?  A.  My  impression 
now  is  that  the  judgments  there  amount  to  about  $100,000. 

Q.  Is  it  not  $182,000  ?  A.  ISTo,  there  are  some  English  judg- 
ments there. 

Q.  When  were  those  judgments  recovered?  A.  They  have 
been  recovered  at  various  times.  I  could  not  give  you  the  dates, 
but  they  were — ^I  should  judge  that  the  final  adjudication  was 
possibly  in  1900  or  it  may  have  been  in  1901,  but  that  is  only 
from  an  impression. 

Q.  You  mean  that  was  the  first  adjudication  in  the  Court  of 
first  instant  ?  A.  'No,  that  was  the  final  adjudication  of  the  Court 
of  Appeals.  This  question  was  involved  down  there,  being  a 
question  of  jurisdiction,  because  of  our  removal,  and  certain  of 
the  cases  were  allowed  to  go  by  default. 

Q.  Were  these  cases  in  the  State  Courts?     A.  Yes. 

Q.  And  did  the  highest  Court  in  the  State  affirm  the  decision 
of  the  court  below?    A.  It  did. 

Q.  To  what  class  of  policies  did  this  litigation  have  reference? 
A.  Fifteen  year  class. 

Q.  And  to  what  increase  of  assessment  ?  A.  My  impression  is 
that  in  many  instances  it  was  the  increase  of  1895,  and  in  others 
the  increase  of  1898. 

Q.  That  is  by  taking  the  rate  at  a  different  age  from  the  age  of 
entry?    A.  Yes. 
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Q.  And  involved  the  construction  of  those  clauses  in  the  poli- 
cies to  which  you  called  my  attention  the  other  day. 

Q.  Have  those  judgments  been  paid?  A.  They  have  not,  we 
are  still  fighting  them. 

Q.  Have  they  been  appealed?    A.  They  have. 

Q.  To  what  court  ?  A.  They  came  here  to  New  York  and  sued 
on  the  judgment  of  the  State  of  North  Carolina.  We  contested 
on  the  question  of  jurisdiction  and  it  is  now  pending  and  going  to 
the  United  States  Court,  the  United  States  Supreme  Court. 

Q.  In  what  court  did  the  policyholders  sue  in  New  York  upon 
the  North  Carolina  judgment?  A.  I  think  Mr.  Lawrence  could 
tell  you. 

MR.  LAWEENCE:  In  the  Supreme  Court  of  New  York,  and 
some  of  the  cases  are  still  pending,  in  the  Supreme  Court,  if  I 
may  suggest  an  answer  to  the  witness,  and  others  in  the  Court  of 
Appeals  of  this  State,  and  some  of  them  have  been  removed  upon 
a  writ  of  errors  to  the  Supreme  Court  of  the  United  States. 

Q.  And  in  the  litigation  in  New  York,  the  question,  I  suppose, 
was  not  upon  the  merits  of  the  original  suit,  but  with  reference  to 
the  jurisdiction. 

ME.  LAWEENCE:    Of  the  jurisdiction. 

ME.  HUG-HES:    What  states? 

ME.  LAWEENCE :    To  the  jurisdiction. 

ME.  HUGHES :  Of  the  Courts  as  rendered  the  judgment  in 
North  Carolina  ? 

ME.  LAWEENCE:    Yes. 

ME.  HUGHES :    Has  any  case  gone  to  the  Court  of  Appeals? 

ME.  LAWEENCE:    Yes. 

ME.  HUGHES :    How  was  that  decided? 

ME.  LAWEENCE :    Adversely  to  the  company. 

ME  HUGHES :  Then  there  is  an  appeal  now  pending  in  the 
Supreme  Court  of  the  United  States. 

MR.  LAWEENCE :  Yes.  The  ground  upon  which  jurisdic- 
tion in  North  Carolina  was  contested  was  two-fold;  first,  that  the 
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company  had  removed  and  ceased  to  do  business  in  that  State  be- 
fore the  commencement  of  the  suits,  and  second,  that  by  a  general 
statute  of  the  State  of  North  Carolina  —  this  is  a  matter  of  gen- 
eral interest  to  this  committee,  I  should  think  —  the  State  of 
North  Carolina  had  absolutely  forbidden  any  insurance  company 
of  any  other  State  from  doing  business  there  at  all. 

MR.  HUGtHES  :  The  proposition  then  was  by  reason  of  your 
"withdrawal  as  was  claimed,  and  the  prohibition,  you  claimed  you 
were  not  subject  to  the  jurisdiction  and  the  process  had  never 
properly  brought  you  into  court? 

MR.  LAWRENCE:  That  is  it. 

MR.  HUGHES:  Was  there  anything  litigated  in  the  North 
Carolina  suit  beyond  the  question  of  jurisdiction? 

MR.  LAWRENCE:  No. 

Q.  Upon  the  appeal  to  the  Supreme  Court  of  the  United 
States  upon  the  judgment  of  the  Court  of  Appeals  of  the  State 
of  New  York,  has  the  company  given  security  for  the  judgment 't 

MR.  LAWRENCE:  They  are  all  secured. 

Q.  By  what?     A.  By  the  bond  of  a  bonding  company. 
Q.  What  company?     A.  Does  Mr.  Lawrence  know? 

MR.  LAWRENCE:  I  think  the  Fidelity  &  Deposit  Company. 

MR.  HUGHES:  The  Fidelity  &  Deposit  Company  of  Mary- 
land? 

MR.  LAWRENCE:  Yes. 

Q.  How  is  the  Fidelity  &  Deposit  Company  of  Maryland 
secured?  A.  By  the  deposit  of  securities  mainly  with  the  City 
Trust  Company,  I  think. 

Q.  In  other  words,  you  have  put  up  from  your  property  an 
amount  equivalent  to  the  judgment  to  secure  the  Fidelity  & 
Deposit  Company  against  their  liability  upon  the  undertaking 
upon  appeal?     A.  Yes. 

Q.  You  have  produced  here  a  statement  of  the  legal  expenses 
of  the  Mutual  Reserve,  classiiied  according  to  names.  Is  that 
a  correct  and  complete  statement  from  the  books  of  the  com- 
pany?    A.  It  was  so  directed  to  be  made  and  I  assume  it  is. 

Q.  Who  made  it  up,  who  is  the  man  who  is  responsible  for  its 
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accuracy?  A.  It  was  made  up  under  the  dii;ection  of  the  Legal 
Department. 

Q.  WeU,  that  means  under  the  direction  of  Mr.  George  Burn- 
ham,  Jr.?     A.  George  Burnham,  Jr. 

Q.  Did  he  make  it  up  himself?     A.  "Well,  I  don't  know 

Q.  I  merely  want  someone  who  will  give  me  a  verification 
of  its  completeness,  that  is  all.  A.  Well,  I  think  either  Mr. 
Burnham  or  Mr.  Tyng  will  be  able  to  do  that. 

Q.  Have  you  any  statement  of  legal  expenses  giving  the  names 
and  amounts  classified  according  to  years,  so  that  without  going 
through  this  voluminous  paper  and  extracting  the  amount  per 
year  I  can  get  the  payment  chronologically?  A.  I  have  not,  but 
I  can  have  it  done  for  you  between  now  and  the  next  session  of 
the  Committee. 

Q.  I  would  be  very  glad  if  you  would,  because  this  is  rather 
difficult  to  handle.     A.  I  will  be  very  glad  to. 

Q.  How  did  you  report  these  judgments  at  the  end  of  1904, 
in  your  report  to  the  State  Department?  A.  We  reported  them 
as  we  always  had  done,  under  the — ^what  is  the  fifteenth  line 
of  the  liabilities — that  comes  in  here — it  is  provided  here  under 
salaries,  rent,  commissions,  and  other  accounts  due  and  accrued. 

Q.  Salaries,  rent,  commissions  and  other  accounts  due  and  ac- 
crued?    A.  Yes. 

Q.  Then  it  is  under  that  item  that  these  judgments  were  in- 
cluded?    A.  Yes. 

Q.  I  suppose  you  included  the  words  "  other  accounts  due  and 
accrued"  to  cover  the  judgment?     A.  Yes. 

ME,.  HUGHES:  I  will  have  the  paper  covering  legal  ex- 
penses marked  for  identification. 

(Paper  marked  Exhibit  ISTo.  559,  for  identification.) 

Q.  Why  did  you  classify  judgments  under  that  head?  A. 
For  two  reasons.  One  was  that  they  had  been  reported  to  the 
Insurance  Department  for  years  in  that  way.  I  may  say  three 
reasons.  Another  is  that  when  the  Department  examined  us 
in  1901,  or  December  31,  1901,  they  included  them  in  making 
up  liabilities  in  that  way.  And  a  third  reason  is,  that  as  we 
read  the  .blank  furnished  by  the  Insurance  Department,  as  we 
believe  the  blank  is  intended,  or  did  believe  it,  only  Mr.  Hen- 
dricks instructs  us  differently  now,  that  was  the  proper  place  to 
put  them.  There  is  given  a  schedule  of  liabilities  with  items 
numbered  down  which  seems  to  cover  everything  until  it  comes 
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down  to  22,  wher©  it  is  said,  "  other  liabilities."  Our  inter- 
pretation of  that  has  been  that  that  is  more  a  reminder  to 
go  and  make  sure  that  nothing  has  been  omitted,  than  it  is  a  line 
intended  to  cover  these  judgments,  and  if  that  is  the  case,  the 
only  proper  place  to  put  them  would  be  under  line  15.  Of  course, 
the  Department  differs  from  us  now,  although  we  had  followed  its 
own  example  of  previous  years. 

Q.  Well,  it  appears  that  the  amount  that  you  reported  under 
this  heading  of  salaries,  then  commissions  and  other  accounts 
due  and  accrued,  $184,913.25  covered  judgments  to  the  extent  of 
$182,767.92.    A.  Yes. 

Q.  That  is  correct,  is  it  not?    A.  Yes,  sir. 

Q.  The  Superintendent  says  in  his  report  that  "  in  mating  up 
its  statement  the  company  has  not  hesitated  to  insert  in  writ- 
ing such  additions  to  the  printed  form  as  might  be  necessary  to 
fully  describe  the  nature  of  any  item  to  be  returned  by  it,  and 
not  covered  or  provided  for  in  the  stereotyped  or  '  Convention 
Blank '  at  present  in  use."  Is  that  the  fact?  A.  He  would  find 
it  difficult  to  find  any  such  interlineation. 

Q.  Have  you  got  a  copy  of  the  form  which  you  returned  to  the 
Superintendent?  A.  I  have  not  got  it  here,  but  I  can  have  it  at 
the  next  meeting. 

Q.  (Handing  paper.)  Is  this  your  annual  statement  for  1904. 
omitting  the  pencil  notations?  A.  It  appears  to  be,  yes.  I  should 
say  yes. 

Q.  Now,  in  this  statement  under  the  head  of  disbursements, 
after  the  printed  items,  you  inserted,  investment  expense,  ac- 
tuarial expense,  general  office  expense  and  miscellaneous  expense, 
in  ink?    A.  We  did. 

Q.  And  if  you  had  cared  to  do  so,  you  could  under  the  head 
of  liabilities  inserted  "judgments"  in  ink  quite  as  well?  A. 
If  it  had  occurred  to  us  that  that  was  the  way  the  department 
interpreted  the  blank  and  wanted  it,  we  could  have  done  so  with 
pleasure. 

Q.  You  thought  you  were  following  the  wishes  of  the  depart- 
ment in  putting  it  under  the  item  of  salaries,  etc.?  A.  We  fol- 
lowed the  example  of  the  department.  And  T  will  say  this,  that 
the  first  time  it  ever  occurred  to  me  that  it  was  an  awkward 
matter  or  doubtful  matter  was  while  Mr.  Vanderpoel  was  making 
the  examination.  I  had  occasion  personally  to  convert  the  re- 
port into  the  English  schedule,  which  is  very  different  indeed 
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from  our  schedules,  aaid  then  I  saw  an  awkwardness  about  it,  and 
I  laid  the  memorandum  upon  my  desk  to  speak  to  Mr.  Vanderpoel 
in  regard  to  it,  but  !Mr.  Vanderpoel  was  coming  into  my  ofEce 
every  once  in  a  while  in  regard  to  matters,  and  he  didn't  speak 
to  my  assistant  actuary,  asking  him  why  he  did  that,  and  I  sup- 
posed it  was  to  be  taken  up  with  us.  He  never  mentioned  it  to 
me,  although  he  knew  I  made  up  the  reports.  But  the  first  thing 
we  knew  in  regard  to  it  was  this  statement  in  his  report,  which 
practically  charges  us  with  concealing  $182,000  of  liabilities,  when 
in  point  of  fact  we  had  reported  every  penny  of  it.  And  I  made 
the  statement  at  the  public  hearing  that  the  result  of  that  would 
be  tliat  we  should  be  charged  in  the  press  of  the  country,  and  it 
would  be  published  throughout  the  press  of  the  country  that  we 
had  concealed  $182,000  of  liabilities,  and  failed  to  report  them. 
As  yet  we  could  not  get  any  modification  of  the  statement  that  we 
had  concealed  facts,  although  we  had  reported  every  dollar  of 
liabilities,  as  he  found  it,  and  the  result  has  been  that  it  has  been 
published  from  one  end  of  the  country  to  the  other  that  there 
was  $182,000  of  liabilities  which  we  did  not  put  into  our  report. 

Q.  In  view  of  the  fact  that  you  have  made  that  statement,  I 
think  it  proper  to  read  upon  the  record  precisely  what  the  Su- 
perintendent did  say.    A.  I  think  it  is  proper  you  should. 

Q.  I  will  read  from  his  report  of  July,  1905:  "'  In  Liabilities," 
as  they  are  returned  in  the  company's  annual  statement  for  1904, 
is  an  item  of  $184,913.25,  stated  to  be  a  liability  on  account  of 
salaries,  rent,  office  expenses,  taxes,  bills,  accounts,  bonuses,  med- 
ical and  legal  fees  due  or  accrued,  $184,913.25.  The  language 
quoted  is  that  used  in  the  blank  form  for  annual  statement  re- 
turns of  life  insurance  companies.  In  making  up  its  statement 
the  company  has  not  hesitated  to  insert  in  writing  such  additions 
to  the  printed  form  as  might  be  necessary  to  fully  describe  the 
nature  of  any  items  to  be  returned  by  it  as  not  covered  or  pro- 
vided for  in  the  stereotyped  or  '  Convention  Blank,'  at  present  in 
use.  The  printed  form,  after  providing  for  twenty-one  specific 
items  of  liabilities,  in  detail,  then  calls  for  the  inclusion  in  the 
statement  (line  22)  of  '  Other  Liabilities  (give  items  and 
amounts),'  yet  notwithstanding  this,  of  the  $184,913.25  reported 
by  the  company  in  its  last  annual  statement  as  being  due  or 
accrued  for  salaries,  rents,  office  expenses,  taxes,  bills,  accounts, 
etc.,  and  set  forth  above,  $182,767.92,  consisted  of  judgment? 
entered  against  this  company.     I  am  constrained  to  believe  that 
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the  return  of  this  item  after  the  manner  stated,  could  not  have 
been  the  result  of  an  inadvertence,  and  certainly  constituted  a 
concealment  of  facts  sufficient  to  render  the  company's  statement 
for  1904  materially  inaccurate  in  its  failure  to  return  these  judg- 
ments under  their  appropriate  title." 

Q.  Now,  what  other  judgment  was  there  included  in  that 
$182,000  apart  from  the  $100,000  recovered  in  JSTorth  Carolina 
and  subsequently  sued  upon  in  New  York?  A.  Well,  I  stated 
$100,000  in  round  numbers.  There  were  certain  English  judg- 
ments that  were  pending  at  that  time  that  were  included,  but  I 
do  not  know  the  division  exactly. 

Q.  What  amount  of  English  judgments?  A.  My  impression 
is  that  the  English  judgments  were  about  $34,000. 

Q.  $34,000,  and  the  remaining  judgments  were  for  what?  A. 
"VYell,  they  were  all  of  the  same  nature — oh,  there  may  have  been 
two  or  three  death  claims  in  there.  The  judgments  are  death 
claims. 

Q.  Were  the  English  judgments  along  the  line  of  the  Lord 
Chancellor's  Decision  that  I  read  the  other  day?  Following  that 
as  a  precedent?    A.  Yes,  sir. 

Q.  And  in  effect  providing  for  a  rescission  of  the  policy  con- 
tract of  the  suitors?     A.  Yes,  sir. 

Q.  And  for  the  return  of  moneys  paid?     A.  Yes,  sir. 

Q.  There  have  been  a  number  of  suits  over  there  ?     A.  Yes,  sir. 

Q.  And  is  your  company  still  doing  business  in  Great  Britain  ? 
A.  It  is. 

Q.  The  judgments  on  death  claims,  are  they  on  appeal?  A. 
They  were  on  appeal,  yes,  sir. 

Q.  Do  you  know  where  those  suits  are  pending?  A.  No,  I  do 
not.  I  could  not  recall,  now,  but  I  can  get  them.  There  is  one 
I  know  in  Missouri  and  one  in  Ohio,  and  there  may  have  been 
two  or  three  others. 

Q.  Has  the  question  of  the  liability  of  policyholders  under  the 
fifteen-year  plan  of  policies  for  increased  assessments  been  liti- 
gated in  oth:r  States  besides  North  Carolina  ?    A.  Oh,  yes. 

Q.  You  have  had  quite  a  little  litigation  over  them?  A.  We 
have  had  a  very  considerable  amount  of  litigation  over  that. 

Q.  In  what  States  has  there'  been  litigation?  A.  There  has 
been  litigation  in  this  State,  there  has  been  litigation  in  Mary- 
land, the  District  of  Columbia,  Virginia,  Georgia,  Tennessee, 
Kentucky,  Ohio,  Missouri,   California,  Minnesota  and  Wiscon- 
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sin,  I  thmk,  but  I  am  not  certain  of  that,  Indiana,  Illinois — those 
States  I  recall  now. 

Q.  With  what  result  ?  A.  We  have  been  sustained  in  our  right 
everywhere.  We  were  sustained  in  our  right  in  North  Carolina. 
There  was  not  any  contention  as  to  our  right  to  increase.  The 
claim  there  was  that  we  had  discriminated,  but  everywhere  we 
have  been  sustained  in  our  rights. 

Q.  Did  the  matter  get  to  the  Court  of  Appeals  of  the  State 
of  New  York  ?    A.  E"o,  it  never  has. 

Q.  Was  the  matter  of  discrimination  before  the  courts  of  any 
other  State  besides  North  Carolina  ?    A.  Yes. 

Q.  Was  there  litigation  in  European  countries  ?  A.  There  was 
litigation  in  Belgium,  there  was  litigation  in  France,  there  was 
litigation  in  Sweden  and  Norway. 

Q.  With  what  result?  A.  Sustained  us,  absolutely,  in  each 
of  those  countries. 

Q.  Then  we  are  to  understand  that  your  right  to  collect  those 
increased  assessments  has  been  sustained  everywhere  but  in  North 
Carolina?  A.  Well,  it  was  sustained  there,  only  that  the  claim 
was  that  the  manner  in  which  we  had  done  it  was  a  discrimina- 
tion. 

Q.  Has  that  been  raised  elsewhere  ?    A.  Yes,  sir,  it  has. 

Q.  With  what  result?  A.  There  was,  I  think,  a  similar  de- 
cision in  Minnesota,  but  in  all  other  places  the  decision  was,  in 
our  favor. 

Q.  Was  that  raised,  too,  in  all  these  jurisdictions?  A.  In  very 
many  of  them.  It  was  specially  raised  in  Missouri  before  the 
United  States  Circuit  Court,  and  in  Tennessee  and  in  Ohio  and 
several  other  States. 

Q.  Has  your  company  been  debarred  from  doing  business  in  a 
number  of  States  ?  A.  It  has  been  debarred  from  doing  business 
in  some  States. 

Q.  In  what  States?  A.  There  is — it  is  debarred  from  doing 
business  in  Minuesota — it  was  debarred  from  doing  business  *in 
Wisconsin,  but  its  rights  were  reinstated  there.  Its  license  is  re- 
fused in  California  and  we  are  there  fighting  the  question.  As  an 
assessment  company  the  license  was  withdrawn  in  Kentucky — ^was 
refused  in  Kentucky.  We  were  licensed  in  Illinois  as  an  assess- 
ment company  and  made  application  for  a  license  as  an  old  line 
company  or  legal  reserve  company,  which  never  was  acted  upon 
by  the  Department — ^which  was  equivalent,  of  course,  to  a  re- 
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fusal.  There  are  a  number  of  States  in  whicli  we  are  not  doing 
business,  many  of  tbem  in  which  we  were  doing  business  as  an 
assessment  company  but  with  reincorporation  our  right  expired 
and  we  have  not  re-asked  license  there  as  an  old  line  company. 

Q.  How  about  Massachusetts?  A.  Oh,  Massachusetts,  yes. 
In  Massachusetts  the  license  there  was  withdrawn  on  the  allega- 
tion that  we  refused  to  allow  an  examination  of  the  company  to 
the  Massachusetts  Department. 

Q.  When  was  that?  A.  That  was  about  a  year  ago,  this  time; 
I  think  I  was  in  Europe  at  the  time. 

Q.  How  about  Ohio  ?  A.  In  Ohio  we  were  licensed  there  as 
an  assessment  company,  but  never  applied  as  an  old  line  or  legal 
reserve  company. 

Q.  Where  you  were  refused  licenses,  what  were  the  grounds? 
A.  In  Minnesota  and  Wisconsin  the  ground  was  a  refusal  to 
allow  those  departments  to  examine  the  company.  Illinois,  they 
demanded  to  make  an  examination  succeeding  the  New  York 
examination  of  1902,  and  we  are  not  willing  that  that  should  be 
done,  and  the  matter  rested  there.  In  California  they  had  de- 
manded to  make  an  examination,  refusing  to  take  the  examina- 
tion of  the  !N"ew  York  Department,  and  we  claim  we  are  entitled 
to  have  the  examination  of  the  ISTew  York  Department  accepted, 
and  are  fighting  upon  that  ground.  Massachusetts,  as  I  have 
stated,  was  on  the  ground  of  our  refusal  to  be  examined  by  the 
Massachusetts  Department,  which  involved  an  issue  of  whether  we 
had  refused  or  not. 

Q.  When  were  these  refusals  of  licenses  in  the  other  jiirisdic- 
tions,  besides  Massachusetts  ?  A.  Minnesota  and  Wisconsin,  I 
think  were  in  1901.  But  I  would  not  be  absolutely  certain  on  that 
point.  California  just  after  the  reincorporation  in  1902.  Illinois 
was,  of  course,  right  after  its  reincorporation  in  1902,  that  is  they 
demanded  the  right  to  examine  and  we  declined.  Kentucky  was 
a  number  of  years  ago.     I  forgot  when  that  occiirred. 

THE  CHAIEMAIsT:  There  will  be  a  meeting  of  the  Com- 
mittee immediately.  An  adjournment  will  now  be  made  until  next 
Monday  morning  at  half-past  ten  o'clock. 

(Adjourned  to  Monday,  December  4,  1905,  at  10.30  A.  M.) 


COIIN'CIL  CHAMBER, 

City  Hall,  New  York  City. 

December  4,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

GEOEGE  D.  ELDRIDGE,  resumed. 

BY  MR.  HUGHES: 

Q.  I  have  here  a  file  of  correspondence  which  has  been  placed 
in  my  hands  as  indicating  the  manner  in  which  your  company 
deals  with  claims.  I  would  like  to  ask  whether  you  are  at  all  ac- 
quainted with  the  loss  on  policy  50,997,  beneficiary  Jeannie  V.  S. 
Potter,  proof  of  claim  put  in  by  Lord,  Day  &  Lord?  A.  I  am 
not  personally  acquainted. 

Q.  Who  would  be  acquainted  with  that  matter?  A.  I  sup- 
pose Mr.  G.  E.  Harper  of  the  claim  department  would  probably 
be  more  thoroughly  acquainted  with  it  than  any  one  else  unless 
it  was  a  matter  that  came  under  the  legal  department. 

Q.  You  keep  correspondence  relating  to  any  particular  claim 
in  a  file  by  itself  ?     A.  Yes. 

Q.  Will  you  please  send  for  the  file  of  correspondence  relating 
to  that,  unless  you  are  willing  that  I  should  use  these  papers  in 
lieu  of  it  ?  It  is  suggested  that  we  may  treat  these  copies  which 
have  been  received  from  Messrs.  Lord,  Day  &  Lord  as  accurate 
subject  to  correction  on  the  production  of  the  original.  It  ap- 
pears that  on  May  3,  1905,  a  proof  of  claim  upon  this  policy 
was  submitted  to  your  company  and  you  were  asked  whether  it 
was  properly  executed,  and  that  on  May  10,  1905,  you  acknowl- 
edged receipt  of  the  letter  of  the  3d  enclosing  the  afiidavit  sub- 
mitted as  proof  of  death  and  stated  that  after  examination  in  the 
department  of  audit  they  would  be  acted  upon  by  the  executive 
committee  and  that  advices  of  its  action  would  be  forwarded.  Is 
that  the  ordinary  course  that  such  matters  take  ?  A.  I  assume 
that  it  is. 

Q.  It  appears  that  under  date  of  July  19th,  Mr.  Harper,  treas- 
urer, writes  to  Mrs.  Potter  that  the  proofs  of  deathi  have  been 
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examined  and  on  tlie  evidence  with  the  company  were  approved 
and  that  the  claim  will  become  due  at  the  expiration  of  the  time 
provided  in  the  contract  but  will  probably  be  paid  at  an  earlier 
date.  What  explanation  is  there  of  the  waiting  from  May  3d 
until  July  19th  to  approve  the  proofs  of  claim  in  a  simple  case  ? 
A.  One  reason  would  be  that  this  claim  would  not  be  in  in  time 
for  the  June  assessment  —  June  1st ;  and  the  next  one  would  bo 
August  1st,  and  it  would  be  approved  with  reference  to  the  August 
1st  assessment. 

Q.  So  that  it  would  be  your  practice  to  delay  the  approval  in 
order  that  you  might  arrange  for  the  fund  by  the  next  assessment  ? 
A.  Partially  by  that,  yes,  with  reference  to  the  date  of  the  fixed 
assessment. 

Q.  The  ninety  days  being  set  running  by  the  approval ;,  when 
a  claim  comes  in  at  such  a  date  that  you  wish  to  wait  for  an- 
other assessment  you  withhold  the  approval  until  such  time 
as  has  elapsed  as  will  enable  you  to  bring  it  under  that  assess- 
ment ?  A.  I  should  take  exception  to  the  words  "  wish  to  " 
because  of  the  large  number  of  notices  to  be  prepared  and  sent 
out  there  is  necessarily  a  date  at  which  we  must  have  our  work 
in  hand  for  the  June  assessment  and  it  would  not  be  possible 
a  loss  coming  in  subsequent  to  that  date  to  approve  it  so  as 
to  have  it  take  effect  as  from  any  assessment  earlier  than  the 
August  assessment. 

Q.  If  a  loss  comes  in  on  the  3d  of  May,  cannot  you  arrange 
to  have  it  brought  under  the  June  assessment?  A.  Not  al- 
ways, no. 

Q.  Well,  why  not?  A.  Because  we  must  begin  our  printing 
and  our  work  in  connection  with  the  loss  with  that  assessment 
early  in  May  in  order  to  get  through  with  our  regular  work  and 
have  it  checked  and  ready  for  the  June  mailing. 

Q.  So  that  receiving  such  a  proof  of  loss  on  the  3d  of  May 
you  would  act  with  reference  to  it  to  bring  your  approval  at  such 
a  time  that  you  would  provide  the  funds  for  the  August  assessment? 
A.  Yes,  sir,  as  a  rule. 

BY  MK.  COX. 

Q.  What  time  of  the  month  would  the  June  assessment  be 
sent  out?  A-  The  June  assessment  is  not  sent  out  until  the  last 
part  of  May,  but  the  books  have  to  be  prepared,  the  notices  have 
to  be  written  and  filled  out  and  have  to  be  checked  so  that  we 
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can  have  tlie  proof  of  the  mailing,  and  with  our  regular  force  oi 
clerks  assessments  coming  every  two  months  we  have  to  have  our 
books  posted  from  the  last  assessment^  it  takes  very  nearly  the 
whole  of  May  to  get  the  assessment  ready. 

Q.  You  say  the  last  part  of  May — what  date  in  May?  A.  It 
would  nominally  be  mailed  on  the  first  day  of  June,  but  in  actual 
practice  it  is  generally  mailed  on  the  last  day  of  May. 

BY  THE  CHAIEMAN: 

Q.  Does  your  assessment  notice  include  a  statement  of  all 
claims  embraced  within  the  assessment  by  nar^e  or  number  or 
other  indication?     A.  Oh,  yes,  we  print  a  list  of  that. 

Q.  So  that  an  assessment  notice  cannot  be  prepared  until  all 
the  claims  which  are  to  be  paid  from  that  assessment  are  ascer- 
tained and  made  ready  to  be  printed  in  the  assessment  notice?  A. 
AVell,  not  absolutely,  no,  sir,  because  we  could  pay  claims  from  the 
proceeds  of  that  assessment,  of  course,  that  were  not  included  in 
that  list,  if  the  assessment  produced  a  larger  amount,  so  that  it 
does  not  necessarily  follow  that  the  list  must  have  that  assessment. 

Q.  If  you  levied  regular  bi-monthly  assessments — as  I  under- 
Ktand  you  do A.  Yes. 

Q.  I  do  not  undenstand  why  it  is  necessary  that  a  claim  pre- 
sented on  May  3d  should  not  be  approved  without  reference  to 
any  particular  assessment  so  long  as  it  is  known  that  the  assess- 
ment will  be  levied  on  a  certain  time  and  produce  about  so  much 
money?  A.  Well,  in  part  it  would  be  due  to  the  matter  of 
whether  the  claims  that  were  already  approved  for  that  assessment 
would  consume  the  money  that  would  be  produced  by  it.  Now, 
the  early  part  of  the  year,  of  course,  always  produces  a  larger 
amount  of  death  losses  than  the  summer,  and  in  making  the 
assessments  even  it  would  very  frequently  happen  that  assessments 
in  the  early  part  of  the  year  would  consume  the  entire  amount, 
whereas  if  it  was  later  in  the  year  it  would  not  do  so. 

Q.  Then  the  approval  of  the  assessment  is  made  with  direct 
regard  to  the  levying  the  assessment  for  the  payment  of  the  claim 
within  ninety  days  after  approval?     A    Yes. 

Q.  And  you  withhold  yoiir  approval  necessarily  until  that  con- 
tingency is  satisfied?    A.  In  the  regular  course,  yes. 

ME.  HUGHES:  I  think  the  correspondence  itself  will  per- 
haps illustrate  the  position  of  the  association  and  really  aid  us 


S126  Legislative  Insurance  Investigation. 

in  putting  more  rapidly  npon  tlie  record  the  practice  than  by 
question  and  answer,  and  I  will  offer  it  in  evidence  piece  by  piece. 

(Mr.  Hughes  then  read  in  evidence  the  correspondence  which 
was  marked  Exhibits  560,  561,  562,  563,  564,  565,  566,  567, 
568,  569,  570,  571  and  572  respectively.) 

Q.  Have  you  any  provision  as  to  the  time  in  which  you  shall 
approve  or  disapprove  of  the  proofs  submitted  ?  A.  Do  you  mean 
by  that  any  constitutional  provisions? 

Q.  Or  provision  of  by-laws?    A.  No,  we  have  not. 

Q.  Or  of  contracts  ?    A.  No. 

Q.  According  to  the  position  of  your  company  you  can  with- 
hold the  approval  of  claims  for  a  year  and  in  that  way  prevent  a 
cause  of  action  from  arising  upon  a  policy?  A.  I  should  say  that 
that  interpretation  was  in  no  sense  reasonable. 

Q.  Well,  why  can  that  not  be  done?  A.  Well,  I  should  as- 
sume, and  we  assume  in  our  practice,  that  the  only  limit  —  that 
the  only  delay  that  can  be  had  is  with  reference  to  the  practice  of 
the  company  and  the  method  of  raising  the  money,  and  that  the 
only  excuses  for  not  approving  a  claim  would  be,  first,  that  the 
proofs  were  not  complete  or  satisfactory,  or  did  not  establish  the 
claim,  and,  second,  that  it  was  received  at  such  a  date  that  it 
could  not  be  approved  for  the  next  succeeding  assessment.  We 
do  not  deny,  and  never  have  denied  that  with  reference  to  raising 
money  for  the  payment  of  these  claims  we  approve  with  regard  to 
the  regular  date  of  making  assessments.  The  earlier  policies  were 
written  under  conditions  that  did  not  provide  regular  dates  for 
making  assessments,  but  after  the  adoption  of  regular  dates  it  was 
necessary  that  the  approval  should  be  addressed  to  the  method  of 
doing  business  and  the  money  be  raised  by  regular  assessments. 
That  is  the  claim  that  the  company  has  always  maintained  since  I 
knew  it,  with  reference  to  these  policies. 

Q.  It  would  appear  that  a  period  of  five  months  and  eight  days 
elapsed  from  the  time  of  the  receipt  of  proofs  of  claim  in  this 
case,  and  the  time  of  the  payment.  Is  that  a  typical  case  ?  A.  I 
should  say  with  reference  to  those  policies  that  the  average  time 
was  from  four  and  one-half  to  five  and  one-half  months,  and  has 
been  ever  since  I  knew  of  the  practice  of  the  company. 

Q.  Then  five  months  eight  days  would  be  the  average  and  this  • 
would  be  a  typical  case?    A,  It  would  not  be  fax  out  of  the  way, 
I  should  say. 
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ME.  HUGHES :  We  should  be  glad  to  have  the  history  of  this 
policy  showing  the  payments  made  and  the  results,  that  is,  the 
financial  results,  to  the  beneficiary.     Have  you  that  here? 

Q.  From  four  and  one-half  to  five  and  one-half  months?  A. 
Yes. 

MRLAWEENCE:    No. 

ME.  HUGHES :  I  should  also  like  to  have  the  history  of  Pol- 
icy No.  315;  also  the  history  of  policy  No.  1,019,675,  giving  the 
amount  of  the  assessments  paid  in  each  case,  showing  the  increase 
and  the  results,  if  the  policy  has  been  surrendered  or  paid. 

BY  ME.  COX : 

Q.  "With  reference  to  this  Potter  claim,  I  notice  that  the  date 
of  your  letter  in  which  you  say  it  has  been  approved  is 
July  19  th,  and  yet  the  date  on  which  it  appears  to  have 
been "  received  was  May  10th.  Now,  would  you  say  that  the 
19th  represents  the  date  of  the  month  on  which  these  approvals 
are  made  generally?  A.  No,  the  approvals  are  usually  made 
every  week. 

Q.  Well,  the  point,  of  course,  is  why  it  could  not  have  been 
approved  in  May,  when  it  appears  that  approvals  were  being  made 
in  July  us  late  as  the  19th  in  getting  ready  for  the  August 
assessment?  A.  That  would  depend  upon  the  time  the  assess- 
ment was  levied.  At  that  time,  I  think,  my  impression  is,  that 
there  had  been — well,  I  would  not  attempt  to  explain  that,  because 
it  would  be  attempting  to  explain  an  individual  case  that  I  am 
not  acquainted  with  excepting  as  it  has  been  stated  here. 

Q.  Well,  you  had  previously  stated  that  the  assessments  were 
made  at  the  last  of  the  month.  A.  Not  approvals,  but  the  send- 
ing out  of  the  notices. 

Q.  Certainly,  the  assessments  were  sent  out      A.    Yes. 

Q.  And  in  July  you  approved,  as  late  as  the  19th,  but  you 
say  you  could  not  approve  as  late  as  the  10th  in  the  month  of 
May?  A.  I  presume  as  far  as  that  was  concerned  that  the 
entire  amount  that  could  be  produced  by  the  general  assessment 
would  be  consumed  by  losses  already  approved. 

Q.  In  other  words,  the  amount  you  wanted  to  assess  in  June 
would  not  be  sufficient  to  take  care  of  this  assessment?  A.  Not 
that  we  wanted  to  assess,  but  the  regular  assessment.      There  is 
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a  regular  rate  of  assessment,  and,  of  course,  we  endeavoi  to  main- 
tain that  as  uniform  slS  possible. 

BY  ME.  HUGHES: 

Q.  But  the  point  that  Mr.  Cox  has  made,  as  I  understand  it, 
is  that  until  you  approved  on  or  before  July  19th,  you  could  not 
have  included  that  policy  in  the  August  assessment?  A.  That 
{until  we  approved? 

Q.  Yes,  until  you  approved.     A.   No. 

Q.  You  could  not  have  included  it  in  the  amount  which  you 
desired  to  provide  for  by  the  August  assessment  ?  A.  It  would 
not  be  one  of  the  losses  approved  specially  to  be  paid  from  that, 
but  still,  we  would  know  about  what  the  assessment  would  pro- 
duce, and  it  might  be  sufficient  yet  to  pay  that  loss. 

Q.  You  either  approve  or  you  do  not  approve.  Now,  if  you 
do  not  approve  before  July  19th,  how  was  it  that  you  were  able 
to  provide  for  the  payment  of  that  policy  from  the  August  assess- 
ment? A.  Because  the  August  assessment  might  produce  a 
larger  amount  than  had  been  approved  at  that  time. 

Q.  Is  that  your  practice,  to  make  the  assessment,  larger  than 
the  amouut  approved  at  the  time  the  assessment  is  levied  ?  A.  We 
have  the  right  under  the  contracts  to  assess  for  the  face  of  the 
policies  approved,  and  33%  per  cent,  in  addition. 

Q.  Do  you  do  that?  A.  Not  always,  but  it  sometim€s  hap- 
pens that  the  amount  approved  up  to  the  time  that  we  issue  our 
assessment,  or  prepare  the  printing  of  it  is  not  sufficient  to  cover 
the  whole  amount  that  will  be  produced,  and  of  course,  in  that 
event  additional  losses  can  be  paid  frona  the  proceeds. 

Q.  Do  you  ever  take  into  consideration  what  you  will  have 
to  raise  to  meet  claims  that  have  not  been  approved  formally, 
but  which  have  been  lying  before  you  with  satisfactory  proofs 
for  some  time  ?  A.  We  approve  with  reference  always  to  the 
amount  of  money  that  will  be  available  for  death  losses. 

BY  THE  CHAIRMAN: 

Q.  The  question  is  hardly  that,  Mr.  Eldridge.  The  ques- 
tion is  whether  you  consider  in  levying  an  assessment,  claims 
which,  altogether  not  yet  formally  approved,  are  evidently  in 
satisfactory  form  to  be  approved  ?  A.  Well,  we  should  take 
those  into  consideration  in  determining  the  amount  that  was  to 
be  available  for  the  payment  of  losses. 
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Q.  You  mean  even  though  no  formal  approval  of  them  fol- 
lowed? A.  Oh,  yes.  Of  course  we  have  to  take  into  consider- 
ation in  the  date  of  approval  various  things.  It  is  not  simply 
the  levying  of  the  assessment,  but  also  the  date  at  which  the 
money  is  likely  to  be  received  at  the  office.  jSTine  people  out  of 
ten  if  the  assessment  comes  on  the  first  day  of  August,  do  not  pay 
until  the  last  two  or  three  days  of  the  month.  And  then  we  have 
collectors  all  through  the  coimtry,  also  in  foreign  countries,  and 
it  really  is  the  middle  of  the  month,  or  perhaps  toward  the  20th, 
before  we  get  the  money  all  in,  and  we  must  approve  with  refer- 
ence to  experience  in  getting  the  money  from  our  various  col- 
lectors. 

BY  MR.  COX: 

Q.  But  you  say  it  was  one  of  the  necessary  incidents  of  the 
assessment  insurance  business  that  the  payment  of  claims  should 
by  delayed  to  the  extent  that  they  are  delayed  by  your  company  ? 
A.  I  should  say  it  was  one  of  the  necessary  results  of  the  assess- 
ment business  as  conducted  by  this  company  on  the  basis  of  assess- 
ing on  approved  claims,  that  there  would  be  an  average  of  from 
four  to  six  months  from  the  date  of  receipt  of  proof,  before  the 
losses  would  be  paid.  That  has  always  been  the  experience  with 
this  company,  and  with  the  losses  that  have  been  experienced  I 
do  not  see  how  it  could  have  been  otherwise,  and  it  was  partic- 
ularly on  that  account,  of  course,  that  the  provision  is  put  in 
the  constitution  for  an  immediate  payment  of  ten  per  cent,  upon 
the  receipt  of  notice  of  death. 

Q.  In  other  words,  you  simply  state  that  it  is  necessary  under 
the  conditions  which  exist  in  your  company  ?     A.   'So,  I  say 

Q.  My  question  was  whether  it  was. not  necessarily  incident 
to  assessment  insurance,  properly  conducted  ?  A.  If  the  assess- 
ment insurance  business  was  conducted  on  the  basis  as  assessment 
basis  can  be,  of  collecting  premiums  in  advance,  it  would  be 
unnecessary.  Unfortunately  this  business  was  not  inaugurated 
upon  that  basis  and  we  have  never  been  able  to  put  it  thera 

BY  ME.  HUGHES : 

Q.  When  you  established  the  rates  of  the  ten-year  plan  ia  or 
about  1890  or  1891 A.   1890  the  rate  was  established. 

Q.  (Continuing.)  How  did  they  compare  with  the  rate  you 
had  previously  charged  on  the  fifteen-year  plan  ?     A.  They  were 
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practically,  as  far  as  the  mortuary  portion  was  concerned,  the 
same  as  the  then  rate  which  had  existed  since  1889  on  the  fifteen- 
year  plan. 

Q.  That  is  the  original  rate  charged  at  the  age  of  entry  ?  A. 
The  original  rate  charged  at  age  of  entry  by  the  table  adopted  in 
1899. 

Q.  That  was  before  the  increase  by  the  assessments  of  1895? 
A.  Yes. 

Q.  And  what  difference  was  there  between  the  table  of  rates 
in  1889  and  the  prior  table  ?  A.  Well,  the  table  of  rates  in  1889 
was  the  table  for  collecting  a  certain  amount  bi-monthly.  The 
table  prior  to  that  was  on  the  basis  of  a  ratio  for  the  distribution 
of  the  losses  that  actually  occurred  and  not  for  the  collection  of 
an  actual  premium  or  rate — or  amount  I  mean. 

Q.  Did  you  prepare  a  table  of  rates  for  the  ten-year  plan  in  or 
about  1897  ?     A.  I  did. 

Q.  How  did  those  rates  compare  with  the  rates  that  had  been 
charged  on  the  fifteen-year  plan  policy,  prior  to  the  increases  of 
1895  ?    A.  For  the  earlier  ages  they  were  somewhat  less,  I  think. 

Q.  You  at  that  time,  in  1897,  despite  the  increase  in  rates  on 
the  fifteen-year  plan  policies  in  1895,  demonstrated  to  your  satis- 
faction that  the  rates  on  the  ten-year  plan  policies  were  adequate  ? 
A.  Were  adequate  for  a  ten-year  renewal  term  insurance,  yes. 

Q.  Adequate  for  a  ten-year  renewable  term  insurance,  and  just 
what  do  you  mean  by  a  ten-year  renewable  term  insurance?  A. 
An  insurance  that  carries  a  level  rate  for  ten  years,  and  then 
advances  to  that  for  attained  age. 

Q.  But  at  that  time  you  estimated  that  on  the  basis  of  actual 
experience  at  the  end  of  ten  years  the  accumulated  surplus  would 
be  sufficient  to  counterbalance  the  increase  due  to  age,  thu'S  en- 
abling the  association  to  grant  insurance  for  the  second  term  of 
ten  years  at  the  same  cost  as  for  the  first  term  ?  A.  I  think  that 
was  confined  to  ages  below  forty-five,  but  I  am  not  certain. 

Q.  Is  this  the  agents'  manual  of  1897  ?  A.  Yes,  that  is  true. 
You  are  correct. 

Q.  And  you  prepared  that  ?    A.  I  did. 

Q.  That  was  placed  by  your  company  in  the  hands  of  your 
agents  to  enable  them  to  get  business  for  the  company?  A.  It 
was. 

Q.  And  they  were  authorized  to  make  the  statement  to  per- 
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sons  about  to  be  insured,  that  were  included  in  this  manual  ?    A. 
They  were. 

MR.  HUGHES:  Now,  I  will  read  in  what  is  said  with  re- 
gard to  the  ten-year  distribution  plan  in  this  agents'  manual  in 
the  Mutual  Reserve  Fund  Life  Association  of  1897,  page  108. 

"  Sufficiency  of  rates.  Rates  are  computed  with  the  purpose 
of  maintaining  them  level  not  longer  than  ten  years,  at  or  before 
the  end  of  which  time  they  will  be  advanced  to  those  for  current 
or  attained  age,  subject  to  apportionment  of  share  in  the  reserve 
or  emergency  fund  applicable  to  reductions  in  the  rates,  to  the 
end  of  affording  relief  from  the  direct  payments  of  the  increased 
cost. 

"  It  is  estimated  on  the  basis  of  actual  experience  that  the  accu- 
mulated surplus  of  the  first  term  of  ten  years  will  be  sufficient 
to  counterbalance  the  increase  due  to  age,  thus  enabling  the  Asso- 
ciation to  grant  insurance  for  the  second  term  of  ten  years  at  the 
same  cost  as  for  the  first  term." 

Q.  Then  you  follow  that  statement  with  a  demonstration?  A. 
Yes. 

Q.  And  that  was  a  demonstration  designed  for  the  purpose  of 
establishing  the  facts  just  stated  or  the  estimate  just  stated?  A. 
Yes. 

Q.  And  it  was  a  statement  based  upon  an  assumption  of  ten 
million  dollars  of  insurance  ?    A.  Yes. 

Q.  In  other  words,  it  was  regarded  as  an  entirely  safe  general- 
ization?   A.  Yes. 

MR.  HUGHES :   I  will  read  that. 

"  Demonstration.  The  experience  of  the  largest  life  Insurance 
companies  published  in  detail  and  published  a  full  quarter  of  a 
century  or  more  of  business,  and  a  period  when  lapses  were  far 
less  in  percentage  than  at  the  present  day,  is  taken  as  the  basis 
of  the  following  calculations  as  regards  deaths  and  business  in 
force  at  the  several  periods. 

"  The  rates  are  calculated  on  the  Mutual  Reserve  Life  Associa- 
tion rate  for  the  ten-year  distribution  plan  after  deducting  from 
these  rates  an  allowance  for  expenses.  The  results  show  how 
a  company  having  the  deaths  and  lapses  actually  experienced 
by  the  companies  taken  as  a  guide,  and  charging  rates  laid  down 
by  the  Mutual  Reserve  Fund  Life  Association  would  have  stood 
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in  regard  to  ten  million  dollars  of  life  insurance  when  sucli  insur- 
ance has  been  in  force  ten  years,  and  when  it  has  been  iu  force 
twenty  years. 

Premium  receipts  applicable  to  death  losses  and 
emergency  fund  during  first  ten  years  after  busi- 
ness is  written $YY2,352 .  00 

Interest  received  during  ten  years 63,521 .  00 

Total  receipts  during  ten  years $853,873.00 

Death  claims  for  ten  years 581,000.00 

Balance,  being  reserve  or  emergency  fund  at  the 
end  of  ten  years  applicable  to  reduction  of  pay- 
ments for  second  term  of  ten  years  on  $5,271,000 
of  insurance  remaining  in  force 254,873 .  00 

Premium  receipts  during  second  term  of  10  years 

based  on  rates  at  age  of  entry 489,369 .  00 

Interest  received  during  second  term  of  ten  years,  $94,311. 
Total  resources  during  second  term  of  ten  years,  $838,553. 
Total  claims  for  second  term  of  ten  years,  $689,000. 
Balance  at  the  end  of  twenty  years,  premiums  maintained  at 

original  age  of  entry  $3,672,000. 

Of  insurance  remaining  in  force,  $149,553. 

Q.  ]SJ"ow,  you  put  that  before  your  agents  as  a  demonstration 

that  those  that  took  the  ten  year  plan  would  not  have  for  twenty 

years  to  pay  an  increased  rate  over  the  rate  at  age  of  entry  ?    A. 

I  put  it  before  them  as  an  indication  of  what  we  estimated  would 

be  the  result  and  showed  it  to  be  an  estimate  and  the  basis  on 

which  the  estimate  was  made. 

Q.  Did  you  put  it  before  them  as  a  demonstration  ?    A.  As  a 

demonstration  of  our  estimate,  yes. 

Q.  And  they  went  out  making  the  representations  contained 

in  that  statement?    A.  I  presume  so. 

Q.  As  a  matter  of  fact,  when  you  made  that  statement  up  in 

1897,  did  you  not  know  that  the  rates  on  the  fifteen  year  plan 

had  proved  insufficient  ?    A.  I  knew  perfectly  well  that  the  rates 

corresponding  to  those  had  never  been  collected  on  the  fifteen 

year  plan. 

Q.  "Were  not  the  rates  on  this  ten  year  plan  less  than  the 

rates  on  the  fifteen  year  plan?     A.  They  were  less  than  the 

rates  on  the  fifteen  year  plan  by  the  table  of  1889,  but  the  rates 

in  that  table  of  ages  had  never  been  collected  on  the  fifteen  year 

plan. 
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Q.  Did  you  regard  the  rates  sufficient  on  the  1889  scale  as 
sufficient  for  the  ten  year  plan?  A.  If  taken  on  new  business, 
yes. 

Q.  In  1897  did  you  regard  them  as  sufficient  with  regard  to 
the  rates  of  1889,  I  mean  did  you  regard  the  rates  as  sufficient 
-with  reference  to  the  fifteen  year  plan  ?  A.  If  taken  with  refer- 
ence to  new  business. 

Q.  What  do  you  mean  by  that?  A.  Business  duly  selected 
and  applied  to  .that  business  from  the  time  of  its  admission  into 
the  country. 

Q.  As  a  matter  of  fact  did  those  rates  prove  sufficient?  A. 
They  never  have  been  tried  by  such  a  course  as  that. 

Q.  Didn't  you  have  new  biisiness  from  1899  ?  A.  I  had  new 
business  from  1889,  but  it  was  charged  also  with  its  share  of  the 
losses  of  the  business  that  had  previously  existed. 

Q.  And  you  did  the  same  with  the  business  written  on  the  ten 
year  plan,  did  you  not?    A.  Yes. 

Q.  Subsequently?    A.  Yes. 

Q.  ISTow,  in  1895  vou  increased  the  rates  on  the  fifteen  year 
plan  policies?    A.  We  did. 

Q.  Those  had  been  issued  according  to  the  scale  of  1889  as 
well  as  those  issued  earlier?     A.  Yes. 

Q.  Why  then  in  the  face  of  that  did  you  n;ake  rates  for  the 
ten  year  plan  less  than  those  of  the  1889  plan?  A.  We  did  not 
make  them  as  a  whole  less  than  that,  but  we  attempted  to  adjust 
them  with  some  greater  degree  of  equity  than  the  rates  of  1889 
were  adjusted.    I  was  not  responsible  for  the  table  of  1889. 

Q.  But  you  were  for  that  table?  A.  I  was,  and  I  think  it  Avill 
stand  the  test  of  equity  which  the  table  of  1889  will  not. 

Q.  During  what  period  or  for  what  ages  did  you  make  the 
table  less?    A.  I  could  not  say  without  refreshing  my  memory. 

Q.  Well,  approximately?  A.  That  I  could  not  say,  T  could 
not  venture  to  say. 

Q.  Was  it  for  earlier  ages  or  late  ages?    A.  It  was  for  earlier 


Q.  Oh  what  basis  could  you  make  the  scale  less,  say,  for  age 
twenty-five  on  the  ten  year  plan  than  you  had  made  them,  under 
the  fifteen  year  plan  according  to  the  scale  of  3  889,  and  hope  to 
bring  about  any  such  result  on  such  a  policy  as  is  stated  in  this 
demonstration?  A.  The  rate  for  25  under  the  fifteen  year  plan 
was  simply  the  single  year  rate  for  25,  loaded  33^  per  cent. 
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The  rate  for  25  on  the  ten  year  plan  was  calculated  with  refer- 
ence to  the  mortality  experience  of  ten  years,  and  the  accumula- 
tion of  such  a  reserve  as  is  required  to  maintain  it  level.  It  does 
not  require  at  age  25  33^  per  cent,  of  the  single  year  premium 
to  provide  that  reserve,  while  at  some  other  ages  it  might  re- 
quire more. 

Q.  Had  you  in  189'5  assessed  policies  issued  at  age  25  under 
the  scale  of  1889,  that  is  had  you  raised  the  rate  of  1895  on  pol- 
icies of  that  class?    A.  We  did  raise  them  in  1895. 

Q.  On  policies  issued  at  age  25?    A.  Yes. 

Q..  Then  how  could  you  make  the  rate  less  on  the  ten  year  plan 
than  a  rate  that  you  have  thus  found  insufficient?  A.  That  rate 
was  not  insufficient  for  age  25,  but  all  parties  admitted  under  that 
rate  were  under  one  contract  and  we  were  advised  that  we  must 
treat  them  as  subject  to  one  contract,  and  one  table  of  rates.  We 
could  not  alter  the  table  of  rates,  and  were  not  responsible  for 
the  table  of  rates.  But  when  it  came  to  a  new  table  of  rates,  it 
must  be  adjusted  according  to  equities  and  the  demand  of  the 
mortality. 

Q.  Were  the  rates  at  age  of  entry  under  the  table  of  1897  for 
the  ten  year  plan  more  or  less,  taken  on  the  average,  than  the  rates 
on  the  fifteen  year  plan  under  the  scale  of  1899  ?  A.  Without 
comparing  the  table  I  would  not  be  willing  to  state.  I  should  say 
it  was  about  the  same. 

Q.  About  the  same?    A.  Yes. 

Q.  And  be  it  the  same  and  having  been  compelled  to  increase 
your  rates  in  1895  and  to  put  them  up  again  in  1898,  how  is  it 
that  you  explain  in  1897  your  demonstration  that  no  such  in- 
crease would  be  necessary  on  the  ten  year  plan?  A.  Had  the 
fifteen  year  plan  from  the  time  it  was  inaugurated  until  1895  paid 
the  rate  even  of  that  ten  year  plan,  there  wojjld  have  been  ac- 
cumulatd  a  reserve  fund  that  would  have  rendered  unnecessary 
the  increase  in  1895,  although  the  way  that  table  was  constructed, 
the  non-increase  would  not  have  remedied  the  inequities  of  that 
table,  but  the  accumulation  would  have  rendered  unnecessary  the 
increase  at  that,  from  the  standpoint  of  need  of  money. 

Q.  Had  you  in  1897  accumulated  a  surplus  from  your  earlier 
policies?  A.  In  1897  as  far  as  the  fifteen  year  class  was  con- 
cerned, there  was  a  slight  —  there  was  a  deficit. 

Q.  From  what  class  had  you  accumulated  a  surplus?  A.  Ten 
year  distribution  deposit. 
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Q.  And  that  is  the  class  to  which  this  statement  in  the 
Manual  at  page  108,  which  I  have  just  read,  refers.  What 
amount  had  you  accumulated  as  a  surplus  between  1890  and 
189'7  on  that  class?  A.  Treating  it  as  a  class  by  itself,  the 
accumulation  would  have  been  about  two  millions  and  three  quar- 
ters. 

Q.  And  then  you  had  a  deficit  on  one  class  and  an  accumula- 
tion on  another  class,  and  the  net  result  was  what  by  1897?  A. 
My  recollection  is  a  surplus  of  about  two  million  dollars. 

Q.  How  then,  do  you  explain  the  statement  in  this  manual 
at  page  110,  that  you  had  accumulated  a  surplus  reserve  of 
$3,435,000?  A.  Well,  I  am  simply  testifying  from  my  recol- 
lection of  those  amounts,  as  I  stated  when  I  began,  that  I  could 
not  testify  as  to  the  exact  amount  without  refreshing  my  memory. 

Q.  I  will  read  this  upon  the  record  from  page  110: 

"  Actual  cost  for  fifteen  years.  The  Mutual  Keserve  Fund 
Life  Association,  is  able  to  produce  the  completed  record  of 
fifteen  years  of  actual  business,  during  which  it  met  all  its  obli- 
gations promptly  and  fully,  and  in  addition  accumulated  a  surplus, 
or  reserve,  or  emergency  fund,  of  $3,435,025.78.  It  is  therefore, 
able  to  test  its  rates  of  premiums  herein  given,  not  only  by  the 
general  record  of  the  business,  but  as  well,  by  its  own  experience." 

Then  follows  a  table  giving  figures,  which  I  will  read: 


Age 

Actual  cost  to 
Members  per 
$10,000  ave- 
rage for  15 
years 

Annual  prenuum 
present  table 
10-year  distri- 
bution, age  at 
entry 

Annual  surplus  saving 

over  amount  actually 

required  to  pay' claim 

and  expenses  and 

accumulate  present 

reserve 

25 

105.00 

124.80 

19.80 

30 

109.90 

131.40 

21.50 

35 

119.40 

140.40 

21.00 

40 

132.50 

154.80 

22.30 

45 

149 . 70 

180.60 

30.90 

50 

179.10 

120.80 

41.70 

55 

263.30 

324.60 

61.30 

60 

359.30 

436.80 

77.50 

These  figures  prove  beyond  the  possibility  of  dispute,  not  only 
the  ample  provision  made  by  the  association  for  meeting  all  claims 
that  may  arise,  .but  as  well  the  very  substantial  dividends  which 
these  rates  vidll  show  toward  meeting  the  cost  of  insurance  in  the 
second  and  succeeding  periods  of  ten  years.  It  is  not  to  be  lost 
sight  of  that  the  surplus  in  the  last  column  is  additional  to  the 
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surplus  accumulations  whicli  mate  up  the  $3,435,025.78  of  sur- 
plus reserve  or  emergency  fund,  whicli  has  been  derived  from  the 
actual  payment  set  down  in  the  column  next  to  the  age  column." 

Q.  Now,  as  a  matter  of  fact  had  the  association  accumulated 
a  reserve  or  surplus  of  $3,435,025.78?  A.  I  have  no  question 
that  it  had,  according  to  the  statement  there.  I  know  that  its 
surplus  fund  did  run  up  to  three  million  and  a  half,  and  I  pre- 
sume those  were  the  figures  as  of  that  date. 

Q.  And  that  had  all  been  accumulated  between  1890  and  1897, 
out  of  the  ten  year  policies  or  payments  thereof  ?  A.  It  had  been 
accumulated ;  I  presume  that  the  excess  of  the  ten  year  payments 
over  the  actual  cost  had  accumulated  that  fund,  because  in  1897, 
the  fund,  which  the  fifteen  year  class  had  accumulated,  had  been 
consumed  in  keeping  their  assessment  down. 

Q.  And  they  owed  eight  hundred  thousand  dollars  to  boot? 
A.  Well,  let  me  explain ;  this  fund  —  this  did  not  take  account 
of  the  death  losses  yet  to  be  assessed  for ;  they  were  not  deducted 
from  that.  That  was  over  and  above  the  losses  to  be  assessed  for, 
that  part  of  it. 

Q.  You  are  referring  now  to  the  $3,435,000  ?     A.  Yes,  sir. 

Q.  That  did  not  take  into  account  losses  yet  to  be  assessed  for  ? 
A.  ISTo,  sir. 

Q.  And  how  much  would  that  be  approximately?  A.  I  pre- 
sume at  that  time,  there  was  somewhere  between  three-quarters 
of  a  million  and  a  million. 

Q.  You  don't  mean  to  say  you  were  putting  in  the  hands  of 
jour  agents  a  statement  that  you  had  accumulated  a  surplus 
reserve  of  $3,435,000,  when  in  fact  there  were  losses  not  as- 
sessed for,  not  taken  into  consideration,  which  were  upward 
of  three-quarters  of  a  million?  A.  Yes,  sir,  because  on  this 
plan  the  payment  for  death  losses  were  not  made  until  after 
they  occurred,  while  on  the  plan  that  was  proposed  from  that 
time  on,  the  payments  for  losses  were  to  be  made  in  advance. 

Q.  You  say  you  had  completed  a  record  of  fifteen  years. dur- 
ing which  time  you  have  met  all  your  obligations.  Is  it  not 
fair  that  men  should  understand  you  had  accumulated  this 
surplus  over  and  above  all  our  death  losses  to  the  time  of  the 
statement?  A.  If  we  were  dealing  upon  the  same  basis,  that 
is,  to  collect  the  assessments  after  the  death  losses  had  oc- 
curred, we  would  have,  in  making  the  statement  of  the  con- 
dition of  the  company  under  a  form  cf  policy,  where  the  as- 
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sessments  were  to  be  levied,  aiter  the  death  losses  occurred, 
the  right  to  take  account  as  a  reserve  of  the  moneys  to  be 
collected  to  meet  that  death  loss,  so  that  in  the  end  the  result 
VFOuld  be  the  same  whether  we  charged  it  the  one  way  or  the 
other. 

Q.  Why  didn't  you  state  the  matter  fully,  so  that  your 
agents  could  explain  it  to  policyholders?  A.  Because  we  were 
presenting  an  entirely  different  method  of  doing  business,  not 
one  under  which  the  assessments  were  to  be  collected  after  the 
death  losses  had  occurred,  but  one  under  which  the  premiimis 
were  to  be  collected  in  advance. 

Q.  You  were  really  stating  the  results  of  your  fifteen  years? 
A.  We  stated  them  correctly. 

Q.  That  is  an  explanation  that  you  understood,  but  which 
was  not  made.  A.  No,  sir,  I  do  not  agree  with  you.  If  we  had 
made  a  statement  at  that  time,  our  statement  would  have  been 
invested  assets  so  much,  assessments  to  be  levied  to  meet  claims 
to  be  assessed  for  so  much,  liabilities,  claims  to  be  paid  from 
future  assessments,  so  much,  and  the  balance  would  have  been 
exactly  the  same  as  it  is  there  if  we  had  not  collected  the  money 
in  advance  to  pay  the  death  losses,  the  claim  against  the  policy- 
holders, to  meet  these  death  losses,  is  independent  of  the  accu- 
mulated reserve. 

Q.  But  your  policyholders  had  no  means  ol  knowing  that,  as 
a  matter  of  fact,  there  were  outstanding  some  three-quarters  of 
a  million  yet  to  be  provided  for  ?  A.  There  would  not  be  such  a 
condition  under  the  form  of  insurance  that  we  were  presenting 
there,  because  that  would  be  collected  under  thie  form  of  in- 
surance we  were  presenting  upon  new  business,  the  premiums 
to  pay  the  death  losses  would  be  collected  in  advance.  They 
were  not  under  that  plan  and  were  a  reserve  of  the  company. 

Q.  That  was  the  actual  situation  with  reference  to  the  past? 
A.  That  they  were  collected  after  the  death  losses  occurred. 

Q.  And  that  they  existed  as  death  losses  which  had  to  be 
provided  for?  A.  And  we  had  a  reserve  of  the  assessments, 
consisting  of  members  to  pay  for  them  as  the  contract  was 
written. 

Q.  Now,  as  a  matter  of  fact,  have  you  continued  the  assess- 
ments on  this  ten  year  distribution  deposit  plan  at  the  rate  stated 
in  this  table,  of  1897,  without  increase  ?  A.  Excepting  that  on 
November   1st  we   levied   upon   those   an   assessment   of   one- 
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quarter  anniial  premiums  to  make  good  their  share  of  excess 
mortality. 

Q.  Then  the  demoustrations  contained  in  this  book  are  not 
proved  to  be  accurate  ?  _  A.  The  estimate  has  not  been  born  out 
when  continued  in  connection  with  the  old  business  of  the  com- 
pany. 

Q.  You  intended  to  continue  this  business  in  connection  with 
the  old  business  of  the  company  ?    A.  We  did. 

Q.  So  that  the  statement  in  this  demonstration  that  there  would 
be  no  occasion  for  an  increase  of  rates  in  the  first  years  has  not 
proved  to  be  accurate.  A.  The  statement  has  not — it  is  not  a 
statement  that  there  will  be  none;  it  is  a  statement  that  we 
estimate  that  thepe  will  be  none,  and  the  ten  years  has  not  expired 
— we  cannot  say  whether  it  will  be  so  or  not. 

Q.  That  is  my  point — that  only  eight  years  having  expired  you 
find  your  estimate  does  not  hold  good?  A.  We  find  that  we 
should  levy  upon  these  people  this  assessment. 

Q.  Will  you  need  an  extra  assessment  next  year,  too,  in  all 
probability?     A.  I  do  not  think  we  will. 

Q.  What  is  the  exceptional  circumstance  that  has  made  an  as- 
sessment necessary  this  year,  special  assessment?  A.  When  we 
adopted  these  new  plans,,  we  allowed  the  members  upon  the  old 
plans  to  exchange  for  the  new  plans  and  indeed  held  out  to  them 
the  opportunity  to  do  so.  They  came  in  without  that  medical 
selection  which  new  business  would  have,  and  it  has  resulted 
in  a  death  loss  somewhat  above  the  table.  I  think  myself  that 
it  is  a  temporary  condition  that  has  about  exhausted  itself  from 
watching  the  results,  and  while  we  have  the  undoubted  right  to 
levy  an  assessment,  and  if  it  becomes  necessary  shall  do  so  in 
order  to  carry  our  contracts,  my  opinion  is  that  we  will  not  be 
called  upon  to  do  so. 

Q.  Have  you  accumulated  at  the  present  time  a  reserve  or 
emergency  fund  applicable  to  the  reduction  of  payments  upon 
the  second  term  of  ten  years  upon  the  policies  of  the  ten  years 
distribution  deposit  plan?     A.  I  have  not  made  the  calculation. 

Q.  Have  you  any  reserve  applicable  to  a  reduction  of  pay- 
ments for  the  second  term  of  ten  years?  A.  I  have  not  made 
the  calculation  on  those  policies.  We  have  the  reserve  required 
by  law. 

Q.  You  made  here  an  estimate  of  an  accumulation  during  the 
first  ten  years  which  would  aid  in  the  reduction  of  payments  in 
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the  second  term.  Don't  you  knowwhetlier  as  a  matter  of  fact 
you  have  any  such  reserve  or  not?  A.  We  have  a  reserve  on 
that  business. 

Q.  I  know,  but  I  mean  accumulated  out  of  your  premium 
receipts  which  you  refer  to  in  this  estimate?  A.  I  have  not 
made  the  calculation. 

Q.  Therefore,  you  cannot  state  the  amount  ?    A.  ~So,  sir. 

Q.  But  can't  you  say  whether  there,  is  an  accumulation  or  not  ? 
A.  I  presume  there  is  some  accumulation,  but  I  will  say  in  re- 
gard to  that  that  the  business — that  there  is  very  little  business 
upon  that  basis,  so  that  it  would  be  subject  to  a  fluctuation  that 
tt;n  millions  of  business  would  not  be.  There  has  probably  never 
been  two  millions  of  business  upon  that  plan. 

Q.  How  could  you  accumulate  three  millions  of  surplus  upon 
two  millions  of  business  between  1890  and  1897?  A.  That  is 
not  the  plan  that  we  wrote  from  1890  to  1897. 

Q.  What  other  plan  did  you  write?  A.  We  wrote  the  ten 
year  plan  upon  the  table  then  adopted,  but  this  we  are  speaking 
of  here  is  business  that  was  written  from  1897  on;  it  was  not  the 
business  written  from  1890. 

Q.  I  see;  and  this  plan  of  1897  marks  a  new  departure?  A. 
Yes. 

Q.  You  are  acquainted  with  this  estimate  of  factors  that  enter 
into  it.  Will  you  state — I  am  referring  to  the  estimate  with  re- 
gard to  the  ten  year  distribution  deposit  plan  of  1897 — whether 
cither  as  to  premium  receipts  and  to  death  losses  or  accumula- 
tion, that  estimate  has  proved  to  be  accurate.  As  regards 
death  losses  it  has  proved  to  be  accurate.  As  to  the  other  fact 
I  have  never  made  the  comparison. 

Q.  You  don't  know  as  an  actuary  whether  it  is  accurate  or  not 
according  to  the  result?  A.  I  don't  know  whether  the  experi- 
ence in  that  business  since  1897  in  other  factors  conform  to  that 
estimate  or  not,  sir. 

Q.  Have  you  increased  rates  on  the  five-year  combination  option 
plan?  A.  We  have  not.  We  have  made  the  same  assessments 
upon  that  plan  the  first  of  November  that  we  did  upon  the  other. 

Q.  And  that  is  the  first  assessment  ?    A.  Yes,  sir. 

Q.  Now,  in  1897  you  made  a  demonstration  that  no  increased 
rates  of  extra  -assessments  woiild  be  required  for  forty  years  on 
the  five-year  combination  option  plan,  did  you  not?  A.  I  mado 
an  estimate  that  if  all  the  siirplus  accumulated  on  that  plan  were 
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accumulated  in  a  tontine — practically  in  a  tontine  for  the  benefit 
of  a  surphis  that  the  probabilities  were  that  would  carry  them 
through  as  a  level  rate. 

Q.  Well,  were  they  so  segregated  ?  A.  They  have  been  treated 
as  a  class  by  themselves,  yes. 

Q.  Were  they  treated  in  the  manner  indicated  in  the  estimate? 
A.  Not  wholly,  no. 

Q.  Did  you  intend  when  .you  made  the  estimate  and  put  it  in 
the  hands  of  your  agents  that  the  policies  should  be  treated  as 
tlierein  indicated?    A.  We  did. 

Q.  And  then  why  didn't  you  do  it  ?  A.  It  was  affected  by  the 
fact  of  our  permitting  members  of  the  old  forms  to  exchnage  for 
the  new  form,  so  that  that  has  affected  the  factors  in  the  estimate. 

Q.  I  will  read  from  this  agents'  manual  of  189Y  the  following 
on  the  five-year  combination  option  plan: 

"  The  central  or  principal  point  is,  however,  the 

SUFFICIENCY  OF  THE  KATES 

to  secure  the  payment  of  every  claim  throughout  life.  Questions 
of  dividends,  incidental  in  character,  may  be  relegated  through 
results  of  experience,  provided  only  the  policyholder  is  satisfied 
of  the  ample  provision  made  for  death  claims  payment,  that  being 
the  central  object  of  a  life  insurance  policy. 

DEMONSTKATION, 

The  experiences  of  the  largest  life  insurance  companies,  pub- 
lished in  detail,  and  covering  the  widest  range  of  business,  and  a 
period  when  lapses  were  far  less  in  percentage  than  under  the  pres- 
ent conditions  of  business,  is  taken  as  the  basis  of  the  following  cal- 
culations, as  regards  deaths  and  business  in  force  at  the  several  pe- 
riods, and  where  the  number  of  years  extends  beycjud  that  of  any 
single  published  experience,  sufficiently  broad  to  give  trustworthy 
results  of  the  actual  experience,  the  full  tabular  death  ratio  of  the 
American  experience  table  of  mortality,  a  rate  of  death  decrement, 
that  has  never  been  shown  by  any  active  life  insurance  have  been 
taken  for  determining  the  amount  of  death  claims  payable. 

The  receipts  are  calculated  on  the  Mutual  Keserve  Fund's  Life 
rates  for  the  five-year  combination  option  plan,  after  deducting 
from  these  rates  the  allowance  therein  contained  •  for  oypenses. 
The  result  sIioavb  how  a  company  having  the  death  and  lapses  ac- 
tually experienced  by  the  companies  taken  as  a  guide  (or  beyond 
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the  period  of  experience  of  such  companies,  how  a  company  hav- 
ing the  full  death  rate),  and  charging  the  rates  laid  do\vn  by  the 
Mutual  Reserve  Fund  Life  on  its  five-year  combination  option 
plan,  would  have  stood  with  regard  to  ten  million  dollars  of  life 
insurance  at  the  fnd  of  each  period  of  ten  years  up  to  and  includ- 
ing forty  years  from  the  issuance  of  the  business." 

Then  follows  a  table,  which  shows  at  the  end  of  the  first  period 
of  ten  years  a  reserve  or  emergency  fund  on  $5,271,000  of  insur- 
ance remaining  in  force  (being  at  the  rate  of  $111.19  per  one 
thousand  dollars)  of  $590,304. 

The  reserve  or  emergency  fund  at  the  end  of  twenty  years  on 
$3,672,000  of  insurance  remaining  in  force  (being  at  the  rate  of 
$231.59  per  one  thousand  dollars)  of  $850,413. 

A  resen'e  or  emergency  fund  at  end  of  thirty  years  (m 
$2,552,00  of  insurance  remaining  in  force  (being  at  the  rate  of 
$374.35  per  thousand)  of  $955,897,  and  a  reserve  or  emergency 
fund  at  end  of  forty  years  of  $1,500,000  of  insurance  remaining 
in  force  (being  at  the  rate  of  $543.46  per  one  thousand)  of 
$815,191. 

Then  it  continues: 

"  The  million  and  a  half  of  outstanding  insurance  at  the  end  of 
the  fortieth  year  since  the  business  was  written  is  distributed 
among  lives  ranging  from  fifty-six  to  ninety-five  years  of  age. 
A  present  cash  payment  of  one  million  dollars  will  be  sufiicient 
with  the  interest  increment  thereon  to  pay  every  claim  as  it  shall 
mature  on  the  date  called  for  by  the  mortality  tables.  The  present 
value  by  the  same  standard  of  all  future  premiums  to  be  paid  at 
rates  based  at  age  of  entry,  is  $193,300,  which,  added  to  the 
$815,191  reser^^e  fund  in  hand,  makes  $1,008,491,  with  whicli 
to  meet  the  one  million  dollars  of  present  value  of  future  claims. 
Thus  the  association  has  in  hand  resources  to  meet  every  dollar 
of  outstanding  insurance  as  it  shall  mature,  no  further  lapse  or 
discontinuance,  otherwise  than  by  death  being  taken  into  the  cal- 
culation." 

Q.  Now,  that  entire  demonstration  was  based  on  a  continuance 
of  the  rates  stated  in  the  table  without  any  extra  assessments  or 
increase?    A    It  was. 

Q.  And  from  the  time  that  was  put  out  in  1897  to  tlte  present 
time,  eight  years,  you  h^^'e  already  found  it  necessary  to  make 
a  special  assessment  ?  A.  1  have  found  it  necessary  on  the  1st  of 
Noveanber  to  make  a  special  assessment. 
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Q.  On  that  class  of  policies  ?     A.  On  that  class  of  policies. 

Q.  This  demonstration  of  the  sufficiency  of  the  rates  was  put 
in  the  hands  of  your  agents?    A.  It  was. 

Q.  For  the  purpose  of  enabling  them  to  solicit  insurance?  A. 
It  was. 

Q  ISTow,  will  you  tell  me  whether  yon  have  accumulated 
any  of  the  amounts  any  where  stated  in  your  estimate,  as  a  pro- 
vision for  the  reduction  of  cost  of  insurance  during  the  second 
term  of  ten  years?  A.  "We  have  accumulated  a  surplus,  or  re- 
serve on  that  class  of  policies.  It  has  not  been  as  large  as  this 
estimate  would  make  it  because  a  very  large  proportion  of  the  busi- 
ness that  was  written  upon  that  plan  was  business  which  was 
transferred  from  the  earlier  forms  of  policies  as  a  right  of  those 
policyholders  to  take  the  new  form,  which  has  resulted  in  a  larger 
death  loss  than  was  here  estimated  upon  the  tables  of  mortality. 
But  inasmuch  as  you  have  read  this  into  the  record,  I  think  I 
may  ask  in  fairness  that  you  should  read  the  first  and  third  para- 
graphs of  page  11  of  this  manual. 

ME.  HUGHES:    Certainly.     Page  11. 

SPE.CIAL. 

The  rates  herein  given  are  based  upon  the  standard  mortality 
tables,  and  the  actual  experience  of  the  oldest  life  insurance  com- 
panies of  the  country,  which  experience  covers  more  than  an  aver- 
age generation  and  about  five  times  the  average  duration  of  a  life 
insurance  policy. 

So  far  as  the  provision  for  the  expenses  other  than  those  of  the 
Mortuary  Department  is  concerned,  it  is  absolutely  limited. 

As  regards  the  premium  for  the  payment  of  death  or  death 
and  disability  claims,  the  Laws  of  all  the  States  require  the 
retention  of  the  right  of  further  calls  on  mortuary  accounts, 
should  payments  prove  insufficient  to  meet  all  claims  in  full. 
That  right  is  retained  in  our  policy  contract  and  the  rates  herein 
published  are  subject  to  such  provision. 

No  life  insurance  contract  is  safe,  nor  should  the  State  per- 
mit one  to  be  issued  without  such  conditions. 

Q.  ISTow,  I  suppose  you  intended  your  agents  to  acquaint  policy- 
holders with  them  ?    A.  I  did. 

Q.  And  also  at  the  same  time  to  demonstrate  to  them,  ac- 
cording to  your  tables,  that  no  such  increase  would  be  required  ? 
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A.  They  had  the  right  to  show  an  estimate  that  we  made  hased 
upon  the  tables  as  stated,  but  it  was  stated  as  an  estimate  and  not 
as  a  guarantee. 

Q.  I  am  not  referring  to  any  legal  obligation.  A.  No,  I  under- 
stand that,  but  I  think  that  we  took  clear  pains  to  make  a  dis- 
tinction and  put  them  on  their  guard  on  that  matter. 

Q.  You  have  spoken  of  the  results  brought  about  by  a  transfer 
of  insurance  under  the  earlier  plans  to  the  five  year  combination 
option  plan.  Such  a  transfer  your  company  endeavored  to  bring 
about  so  far  as  possible,  did  it  not  ?     A.  We  did. 

Q.  l^ow,  did  you  know  when  you  put  this  estimate  that  it 
would  be  affected  by  certain  transfers?  A.  I  don't  think  at  the 
time  we  put  out  this  estimate  that  we  had  determined  upon  any- 
thing of  that  kind,  any  such  transfer.  We  subsequently  under 
consideration  of  the  matter,  judged  it  to  be  fair  to  those  members 
and  to  the  best  interests  of  the  company  to  permit  the  transfer. 

Q.  You  have  said  something  has  been  a'ccumulated  upon  this 
five  year  policy.  If  that  is  so,  why  did  you  make  a  special  assess- 
ment ?  A.  We  made  a  special  assessment  because  the  death  losses 
had  exceeded  the  tabular,  and  if  we  allow  this  excess  mortality  to 
accumulate  it  will  fall  upon  a  comparatively  few  members,  and  the 
deficit  will  be  increasing  proportionately  as  the  members  increase ; 
and  we  believe  that  all  members  should  be  required  to  pay  their 
share  of  it,  rather  than  to  let  it  fall  upon  a  decreasing  number, 
and  with  a  heavier  burden. 

Q.  Upon  whom  would  it  fall — ^that  is  what  would  be  the  class 
relatively  small  that  would  bear  the  burden  therefrom?  A.  It 
would  be  what  was  left  of  this  class  to  bear  their  share  of  the  extra 
burden. 

Q.  What  class  do  you  refer  to?  A.  Five  years  combination 
option.  That  is  if  there  are  say  seventeen  million  dollars  in  force 
in  this  five  year  combination  option  class  and  we  have  $100,000 
of  excess  mOrtalily,  if  we  allowed  that  to  remain,  stand  as  a  deficit, 
while  that  class  decreases  in  amount  and  the  paying  ability  of  it 
decreases,  there  might  come  a  time  when  the  accumulated  result 
of  that  extra  mortality  would  fall  upon  ten  million  dollars  or  eight 
million  dollars  of  increase,  and  it  is  fair  that  the  entire  amount 
of  the  insurance  should  bear  their  share  of  the  cost  instead  of  its 
falling  upon  the  smaller. 

BY  ME.  COX: 

Q.  Then  that  special  assessment  is  practically  to  accumulate 
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the  reserve  that  you  get  in  your  estimate?  A.  It  is  practically 
to  make  up  a  portion  of  that  reserve  that  has  been  used  to  pay 
the  extra  mortality  losses. 

Q.  Which  is  the  reserve — the  reserve  required  by  law  or 
this  extra  reserve  so-called  that  was  to  maintain  the  even  ten 
year  rate  or  the  age  of  entry  rate?  A.  The  reserve  required 
by  the  contract  and  not  the  estimate  due  to  losses  but  the 
accumulation  that  should  result  from  the  premiums  that  have 
actually  been  paid  if  the  mortality  had  only  been  normal.  Of 
course  in  this  there  is  estimated  something  that  would  result 
from  policies  lapsing  and  leaving  a  portion  of  the  reserve  be- 
hind, but  there  is  also  an  amount  that  would  be  accumulated 
from  the  premiums  that  are  charged  if  the  mortality  was  simply 
normal. 

Q.  jSTow  this  charge  is  to  make  up  the  deficiency  on  that  reserve 
which  has  been  used  for  the  purpose  of  paying  death  losses  in 
excess. 

Q.  If  that  assessment  is  suiBcient  to  make  up  your  mortality 
loss  of  course  you  can  then  maintain  the  reserve  figures  which 
appear  in  your  estimate?  A.  Those  reserve  figures  that  appear  in 
the  estimate  as  I  say  turns  somewhat  upon  the  question  of  what 
is  gained  by  lapses  as  well  as  what  is  gained  by  mortality.  That  I 
have  not  taken  into  account  in  this. 

Q.  Then  I  take  it  that  even  with  this  special  assessment  making 
up  the  mortality  rate,  you  would  not  claim  that  you  would  then 
be  able  to  maintain  this  reserve  that  appears  in  the  estimate?  A. 
I  would  not  claim  that  we,  would  be  able  to  maintain  the  rates, 
these  rates  level  through  lapse — absolutely,  no. 

Q.  For  forty  years,  I  mean  ?  A.  For  forty  years.  No,  I  would 
not  claim  we  would  absolutely.  In  fact,  I  never  have  guaranteed 
those  rates  and  never  have  taken  the  position  of  guaranteeing  thosa 
rates. 

BY  ME.  HUGHES: 

Q.  Without  reference  to  guaranteeing  your  expectatloiis,  your 
demonstration  as  to  the  sufiiciency  of  the  rates,  with  reference  to 
both  these  plans  proved  inaccurate?  A.  I  don't  know  that  they 
have  proved  inaccurate. 

Q.  You  did  not  get  the  moneys  and  accumulations  yciu  expected 
to  ?    A.  We  got  a  larger  death  rate  than  the  estimate  was  based  on. 
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Q.  Then  it  proved  inaccurate  in  that  respect.  Do  you  get  as 
much  business  as  you  expected  you  would  get?  A.  Well,  I  don't 
know. 

Q.  Did  you  have  ten  million  dollars  of  business  on  the  five  year 
combination  option  plan?  A.  We  have  got  considerably  more 
than  that. 

Q.  You  had  a  basis  for  that  estimate  as  far  as  that A. 

Yes. 

Q.  You  had  the  premium  receipts  referred  to  ?    A.  Yes. 

Q.  You  did  not  have  the  estimated  accumulations?  A.  We 
did  not  have  the  full  estimated  accumulations. 

Q.  In  what  other  respects  was  this  estimate  or  demonstration 

save  with  regard  to  accumulations  and  the  mortality  rate A. 

There  was  an  estimate  as  to  the  lapsed  rate. 

Q.  You  were  demonstrating  without  making  any  deductions  for 
lapses,  you  would  have  enough  to  carry  these  for  forty  years, 
would  you  not?    A.  ISTo. 

Q.  You  say  at  the  end :  "  Thus  the  Association  has  in  hand 
resources  sufficient  to  meet  every  dollar  of  outstanding  insurance 
as  it  shall  mature,  no  further  lapses  or  discontinuance  otherwise 
than  by  death  being  taken  into  calculation?  "  A.  After  forty 
years.  The  estimates  prior  to  that  contained  plainly  an  estimate 
of  discontinuance. 

Q.  Did  that  square  with  the  facts,  that  estimate?  A.  I  have 
not  measured  the  discontinuances  by  this  estimate — I  have  not. 

Q.  Where  was  the  flaw  in  the  demonstration — was  it  in  the 
increased  mortality?  A.  The  requirement  of  the  special  assess- 
ment is  due  entirely  to  increased  mortality. 

Q.  Over  and  above  what  you  put  in  your  estimate?    A.  Yes. 

Q.  You  have  said  that  that  was  largely  the  result  of  a  transfer 
from  the  old  plan  to  the  new?    A.  Yes. 

Q.  Plow  was  that  brought  about  by  such  a  transfer — how 
could  such  transfer  increase  the  rate  of  niortality?  A.  These 
were  based  upon  newly  selected  risks.  The  risks  that  would  be 
transferred  would  be  less  desirable;  their  mortality  would  nat- 
urally be  greater  than  newly  selected  risks  and  that  would  be  the 
natural  result. 

Q.  And  when  did  you  begin  jnaking  transfers  from  the  old 
fifteen  year  plan  to  the  five  year  plan?    A.  I  think  in  1897. 

Q.  Then  did  you  send  out  a  manual  to  your  agents  or  circulars 
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or  instructions  telling  tliem  to  modify  this  estimate  accordingly! 
A.  We  did  not. 

Q.  Did  not  you  think  it  proper  that  that  should  be  done  ?     A. 

Q.  Were  you  then  aware  that  the  transfer  of  the  old  risks  to 
the  new  plan  would  have  an  effect  upon  the  mortality  rate  and 
therefore  upon  your  estimated  results?  A.  I  presume  that  we 
were. 

Q.  Then  why  didn't  you  advise  your  agents  and  those  invited 
to  insure  on  the  new  plan  of  that  modification  ?  A.  Well,  I  know 
no  reason  why  we  did  not. 

Q.  This  transfer  was  made  in  what  way  —  through  your  reg- 
ular agents?    A.  Yes. 

Q.  And  they  set  forth  the  advantages  of  the  five  year  combina- 
tion option  plan  to  induce  people  to  go  from  the  old  to  the  new? 
A.  I  don't  know  how  that  was. 

Q.  That  would  be  the  natural  thing?    A.  Yes. 

Q.  In  other  words  you  were  anxious  to  get  rid  of  the  policy- 
holders under  the  fifteen  year  plan  if  possible  ?  A.  We  were  de- 
sirous of  placing  them  upon  a  more  substantial  and  steady  basis 
of  premium  payment  —  certainly. 

Q.  You  meant  to  get  rid  of  them  under  the  plan  on  which  they 
were  then  insured?    A.  I  think  so,  yes. 

Q.  And,  of  course,  not  to  lose  them  altogether,  to  bring  them 
into  this  plan?    A.  Yes. 

Q.  But  the  very  bringing  them  in  under  this  plan  affected  your 
estimate?    A.  It  has  proved  to  affect  the  estimate. 

Q.  You  understood  at  the  time?  A.  Well,  it  was  not  abso- 
lutely certain  at  the  time  that  it  would  affect  the  estimate. 

Q.  You  knew  that  those  were  old  risks  ?    A.  Yes. 

Q.  You  knew  you  had  based  your  estimate  on  newly  selected 
risks,  didn't  you  ?  A.  Yes,  but  we-  knew  we  had  a  margin  on 
newly  selected  risks. 

Q.  What  tables  of  results,  of  expected  results  in  the  way  of 
accumulations  and  maintenance  of  assessments  without  increase 
or  special  assessments  in  this  agents'  manual  have  proved  to  be 
true?  A.  I  don't  know  that  any  of  them  have  proved  to  be  true 
or  proved  to  be  untrue. 

Q.  Well,  without  using  the  word  "  true "  in  a  sense  which 
mi/^-ht  arouse  opposition,  I  mean  have  squared  Avith  the  results? 
A.  Those  estimates  are  ail  made  as  of  the  basis  of  the  end  of  the. 
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first  ten  years,  and  tlie  fii-st  ten  years  has  not  arrived  in  any  of 
these  matters  yet.  "We  have,  on  accoimt  of  the  extra  mortality, 
been  called  upon  to  make  this  call  upon  our  members.  What  the 
result  will  be  at  the  end  of  ten  years  as  compared  with  this  esti- 
mate, I  am  not  in  a  position  to  say  until  the  ten  years  has  expired. 

Q.  You  did  not  mean  insuring  what  would  happen  at  the  end 
of  ten  years,  the  accumulations  periodical  in  decennial  periods,  to 
intimate  at  some  intervening  stage,  there  might  be  a  deficit?  A. 
There  might  be  a  deficit  at  some  intervening  stage,  and  at  the  end 
of  the  term  there  might  be  a  fair  approach  to  the  estimate. 

Q.  Do  you  think  you  vwU  have  this  surplus  suggested  here  at 
the  end  of  the  ten  years?  A.  I  do  not  think  we  will  have  that 
full  surplus — that  is  my  opinion  now,  that  we  shall  not. 

BY  MR  COX: 

It  cJepends  on  the  number  of  special  assessments  that  are  made, 
don't  it? 

BY  MR  HUGHES: 

Q.  My  attention  has  been  called  to  some  legislation  in  Canada 
with  reference  to  your  company  and  the  rates — what  is  that 
legislation  ?  Have  you  copies  of  the  bill  ?  A.  I  have  got  a  copy 
of  the  bill  here,  I  think.  There  is  the  bill,  it  is  attached  to  a  lot 
of  matter.  I  thought  I  had  another  copy  of  it  here,  biit  I  can 
send  over  and  get  copies. 

Q.  Did  you  have  anything  to  do  with  the  drafting  of  this  bill  ? 
A.  In  conjunction  with  the  Superintendent  of  Insurance  of  Can- 
ada, Mr.  Bradshaw,  who  was  selected  as  the  Canadian  actuary, 
I  at  the  request  of  the  Banking  and  Commerce  Committee  of  the 
Canadian  Senate,  drafted  the  bill. 

Q.  What  was  the  purpose  of  the  bill  in  brief  ?  A.  In  explain- 
ing that  I  shall  have  to  go  back  to  1899  when  the  Canadian  Par- 
liament passed  an  act  permitting  assessment  companies  from  that 
time  on  to  accumulate  the  reserve  required  by  legal  reserve  com- 
panies. They  then  passed  an  act.  In  connection  with  that  act 
they  isolated  the  assessment  policyholders  then  in  existence  in 
Canada  so  that  they  could  have' no  benefit  either  from  the  accumu- 
lations or  business  done  thereafter.  It  was  done  against  my 
protest,  but  I  could  not  affect  them  in  that  matter.  Now,  it  came 
t^)  a  point  when  it  became  apparent  that  the  assessment  business 
isolated  by  itself  wan  in  a  very  peculiar  and  precarious  condition 
and  I  had  been  seeking  for  some  time  through  the  Department  of 
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Knance,  that  has  charge  of  insurance  in  Canada,  to  have  an 
amendment  made,  but  Mr.  Fielding,  the  Minister,  did  not  seem 
to  think  it  was  a  favorable  time  to  do  so.  In  1903,  I  think  it  was, 
in  the  Senate  of  1903,  a  Senator  who  had  formerly  been  con- 
nected with  this  company  made  an  attack  upon  the  company  and 
repeated  it  in  1904,  and  it  seemed  to  me  then,  that  as  the  matter 
was  under  consideration,  the  business  of  this  company  in  Canada, 
it  was  the  time  to  press  for  such  a  change  as  would  remove  that 
menace  to  the  assessment  policyholders  in  Canada.  I  discussed 
the  matter  first  with  Mr.  Fitzgerald,  the  Superintendent  of  In- 
surance, and  he,  I  think,  drew. a  bill  to  cover  the  matter — either 
he  drew  it  or  he  and  Mr.  Hunter,  of  Toronto,  who  represents  this 
company.  That  bill  was  introduced  in  the  Senate  and  referred 
to  the  Committee  on  Banking  and  Commerce,  by  whom  a  hearing 
was  given,  or  several  hearings  were  given,  before  which  a  large 
number  of  people  appeared,  including  the  Superintendent  of  In- 
surance, myself  and  representatives  of  the  Canadian  companies. 
After  the  hearings,  as  I  have  stated,  the  draft  of  the  bill  was 
referred  to  a  committee,  made  up  of  Mr.  Fitzgerald,  Superintend- 
ent of  Insurance,  Mr.  Bradshaw,  and  myself,  to  redraft,  which  we 
did,  and  reported  to  the  Committee  on  Banking  and  Commerce, 
which  made  some  changes,  reported  to  the  Senate,  which  took  it 
up,  and  made  further  amendments,  in  which  form  it  was  passed 
by  the  Senate  of  Canada  and  the  Commons. 

Q.  What  is  the  pith  of  the  bill  ?  A.  The  pith  of  the  bill  is 
that  it  places  the  assessment  policies  in  Canada  upon  the  basis 
of  legal  reserve  insurance,  either  at  the  age  they  were  originally 
written,  or  else  at  the  attained  age  on  the  day  we  complied  with 
that  law,  which  was  the  5th  of  November,  1904.  It  takes  the 
average  premium,  which  a  party  has  been  paying  since  his  in- 
surance was  in  force,  with  us,  and  treats  that  as  the  premium 
to  be  paid  thereafter  by  him,  which  premium  is  to  b©  loaded 
five  per  cent.,  this  average  premium  being  taken  as  the  basis  to 
determine  what  insurance  on  the  legal  reserve  basis  it  will  pur- 
chase at  the  attained  age  of  the  policyholder,  that  is  to  be  his 
insurance  in  the  future,  but  he  has  these  options:  He  may  con- 
tinue his  insurance  as  legal  reserve  insurance,  the  rate  being  fixed 
by  his  original  age,  but  subject  to  a  lien  representing  the  reserve 
that  would  be  accumulated  up  to  ISTovember  5,  1904.  The  second 
option  is  that  he  may  continue  his  insurance  as  natural  term,  single 
year,  natural  term  insurance,  the  net  premium  being  based  upon 


Testimony  of  George  D.  Eldridge.  3140 

the  Institute  of  Actuaries'  Table  of  three  and  a  half  per  cent, 
interest ;  or  he  may,  if  he  so  desires,  continue  his  assessment  insur- 
ance, subject  to  the  original  provision. 

Q.  ISFow,  these  are  contained  in  paragraph  3  of  this  bill  ?  A.  I 
think  that  is  the  paragraph,  yes. 

Q.  That  paragraph  3  of  the  Canadian  Law  states  substantially 
the  purport  of  the  law,  the  other  paragraphs  being  more  or  less. 
formal?  A.  I  think  so,  yes,  that  paragraph  3  is  the  substantial 
part  of  the  bill. 

ME.  HUGHES :  I  will  read  thSs  upon  the  record: 

THE  SENATE  OE  CANADA. 

161. 

Bill  as  passed  July  21,  1904. 

An  Act  respecting  the  Canadian  Assessment  Policyholders  in  the 
Mutual  Eeserve  Life  Insurance  Company. 

Section  3  is  as  follows: 

"  Except  as  provided  in  Paragraph  (dd)  of  this  section  from  and 
after  the.  date  of  the  said  license,  the  rights  of  the  holders  of 
assessment  policies  of  the  company,  and  the  liability  of  the  com- 
pany thereunder,  shall  be  as  follows : 

(a)  Every  such  assessment  policy  shall  be  deemed  to  be  a  non- 
participating  policy  of  life  insurance,  with  fixed  and  definite 
premiums  for  the  amount  ascertained  as  provided  in  Paragraph 
(b)  of  this  section,  payable  only  on  the  death  of  the  insured  and 
upon  the  performance  of  the  policy  conditions,  except  in  so  far 
as  such  conditions  are  modified  by  the  provisions  of  this  section, 
and  subject  to  the  provisions  of  Paragraph  (c)  of  this  section,  upon 
payment  from  time  to  time  of  the  new  premiums  and  after  the  date 
of  the  said  license  at  the  time  stipulated  in  the  said  policy,  together 
with  an  amount  equal  to  five  per  cent,  of  such  new  premiums  as 
a  loading  for  expenses. 

(b)  The  amount  of  such  policy  shall  at  the  option  of  the  in- 
sured be  either. 

(i)  The  amount  which  the  said  new  premium  taken  as  a  net 
annual  premium  (without  any  allowance  for  expenses)  for  the  age 
of  the  insured  at  his  birthday  nearest  the  date  of  the  said  license 
would  purchase  according  to  the  H.m.  Mortality  table  of  the 
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Institute  of  Actuaries  of  Great  Britain  and  a  rate  of  interest  of 
3^  per  cent,  per  annum ;  or, 

(ii)  the  amount  (subject  to  the  amount  of  lien  hereinafter 
provided)  which  the  said  new  premium  taken  as  a  net  premium, 
without  any  allowance  for  expenses  for  the  age  of  the  insured  at 
his  birthday  nearest  the  date  of  the  issue  of  the  policy  would  pur- 
chase according  to  the  basis  set  forth  in  the  first  option  aforesaid; 
provided  that  the  full  reserve  or  reinsurance  value  for  the  amount 
of  such  policy  at  the  date  of  the  said  license  computed  from  the 
date  of  the  issue  of  such  policy  on  the  basis  aforesaid  shall  be  a 
lien  or  charge  upon  the  said  policy,  bearing  interest  to  be  com- 
pounded annually  at  the  rate  of  4-|  per  cent,  per  annum  until  paid, 
or  until  the  policy  becomes  a  claim,  and  the  amount  of  such  lien 
or  charge  unless  sooner  paid,  shall  be  deducted  from  the  amount 
of  such  policy,  when  the  policy  becomes  a  claim;  and  provided 
also  that  the  insured  may  at  any  time  pay  off  the  said  lien  or  charge 
or  any  part  thereof. 

(c)  The  holder  of  any  such  assessment  policy  shall  have 
the  right  to  continue  his  policy  for  the  full  amount  thereof  as  a 
yearly  renewal  term  policy  upon  which  the  premiums  shall  not 
exceed  the  net  yearly  natural  premiums  for  the  attained  age  of 
the  insured  calculated  upon  the  basis  of  the  mortality  table  and 
rate  of  interest  aforesaid  with  a  loading  of  5  per  cent,  for  ex- 
penses. 

Provided,  further,  that  the  new  premium  or  riatural  premium 
aforesaid,  as  the  case  may  be,  shall  be  payable  to  the  company 
yearly. in  advance,  or  at  the  option  of  the  insured  at  the  times  and 
in  the  manner  set  forth  in  the  said  assessment  policies  respectively, 
with  the  usual  addition  if  the  premium  is  payable  other  than 
yearly." 

Then  follows  certain  other  provisions  that  are  not  material  to 
the  statements  of  the  insurance  and  premiums. 

THE  WITNESS:   No. 

Q.  Now,  were  those  Canadian  policyholders  to  which  this  bill 
referred  insured  on  the  fifteen  year  plan?  A.  A  few  of  them 
were,  not  very  many. 

Q.  The  most  of  them  were  insured  on  what  plan?  A.  The 
most  of  them  were  either  insured  on  the  ten  year  plan  or  were 
members  reinsured  from  the  Provincial  Provident  or  on  the  five 
year  plan. 

Q.  When  you  put  a  lien  on  the  policyholders  in  the  United 
States  who  had  been  insured  under  the  fifteen  year  plan,  what 
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amount  did  you  fix  as  the  amount  of  the  lien — was  it  more  or 
less  than  the  reserve  against  the  policies,  computed  upon  the  basis 
of  the  American  Experience  table  and  three  and  a  half  per  cent.  ? 
A.  Well,  it  was  the  reserve  computed  on  the  basis  of  the  actuary's 
table  with  the  interest  at  four  per  cent.,  probably  varied  slightly 
from  the  American  Experience  three  and  a  half  per  cent. — I 
should  sav  it  would  average  not  a  great  ways  from  the  same. 

Q.  Did  you  put  a  lien  on  to  the  exact  amount  of  such  computed 
reserve  or  did  you  put  a  greater  lien  than  the  reserve?  A.  "We 
put  the  lien  the  exact  amount  of  the  reserve. 

Q.  ISTow,  how  would  that  lien  compare  with  the  amount  of  a 
lien  put  upon  the  same  kind  of  a  policy  under  this  subdivision  2 
of  paragraph  C  of  Section  3  of  the  Canadian  law?  A.  The  lien 
on  those,  I  think,  would  be  a  trifle  larger. 

Q.  And  when  you  say  on  these  you  mean  what — on  the  Cana- 
dian policy?    A.  It  would  be  a  trifle  larger  on  the  Canadian. 

Q.  I  think  you  said  the  other  day — that  on  a  five  thousand 
dollar  policy  taken  out  aboiit  1885  the  lien  put  upon  it  in  1901  was 
$1,300  ?     A.  I  think  that  was  the  testimony. 

Q.  And  what  was  the  amount  of  the  lien  placed  upon  such 
a  policy  under  this  Canadian  bill  in  1904?  A.  I  could  not  tell 
without  reference. 

Q.  Without  giving  exactly,  how  far  would  it  vary  from  thir- 
teen hundred  dollars  ?  A.  Well,  my  impression  would  be  that 
these  average  ages,  it  would  be  about  the  same,  but  if  there  was 
any  variation,  it  would  probably  be  an  excess. 

Q.  And  why  is  that?  A.  Well,  I  think  the  mortality  on  the 
Institute  of  Actuaries  table  is  such  that  it  calls  for  a  rather  larger 
accumulation  of  reserve, 

Q.  What  is  the  H.m.  mortality?  A.  That  is  the.  Institute  of 
Actuaries  table. 

Q.  Healthy  male  ?     A.  Yes,  healthy  male. 

Q.  How  does  the  healthy  male  table  compare  with  the 
American  Experience  table  ?  A.  At  the  earlier  ages  it  is  as 
I  recollect  it — the  mortality  is  less.  At  the  middle  ages  I 
think  a  trifle  larger,  and  at  the  higher  ages  probably  a  trifle 
less,  because  it  extends  to  a  somewhat  higher  age  than  the 
American. 

Q.  Under  this  option  given  to  the  policyholders  by  the  Cana- 
dian bill,  he  can  consent  to  a  lien  of  the  amount  you  have  men- 
tioned, and  then  maintain  his  insurance  for  the  residue  of  his 
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policy  on  payments  of  a  premium  as  fixed  at  age  of  entry  without 
increase  or  special  assessment?     A.  Yes. 

Q.  Whereas  in  the  United  States  a  policyholder  who  has  a 
policy  of  that  class  is  subjected  to  a  lien  and  then  his  assessment 
on  the  residue  of  his  policy  has  been  raised  to  attained  age  ?  A. 
Oh,  no — Oh,  no.     Tou  mean  in  the  fifteen  year  class? 

Q.  Yes.     A.  In  the  fifteen  year  class,  yes. 

Q.  "We  had  an  illustration  the  other  day?  A.  That  is  the 
yearly  renewable  term  premium,  not  latter  premium  he  is  paying. 

Q.  Then  it  is  so — a  man  starts  in  1885,  a  fire  thousand  dollar 
policy ;  in  1901  you  put  a  lien  of  $1,300  on  it.     In  1895  use 

his  rate  to  the  age  between  the  age  of  entry  and  atti.— .d  age; 
in  1898  you  raise  the  rate  to  the  attained  age  and  after  the  lien 
was  pxit  on,  1901,  he  pays  that  rate  as  of  the  attained  age  upon 
the  face  of  his  policy,  doesn't  he  ?     A.  Yes. 

Q.  ISTot  upon  the  amount  of  the  policy  after  deducting  the 
lien  ?     A.  No,  upon  the  face  of  the  policy. 

Q.  Now,  the  man  in  Canada  having  a  precisely  similar  policy 
can  elect  under  this  law  to  take  3jn  amount  of  insurance  less  the 
lien  and  pay  the  rate  according  to  age  of  entry?  A.  The  level 
premium  rate  according  to  age  of  entry. 

Q.  It  is  the  rate  which  was  fixed  according  to  the  age  at  the 
entry,  isn't  it?  A.  It  is  not  the  rate  of  age  of  entry  that  the 
man  in  the  United  States  would  be  paying  for.  He  was  paying 
at  age  of  entry. 

Q.  What  would  be  the  difference  ?  A.  The  rate  at  age  of 
entry  that  the  man  in  the  United  States  is  paying  is  the  single 
year  term  rate  loaded  33J  per  cent.  The  rate  that  the  man  in 
Canada  is  paying  is  the  level  premium  rate  for  the  insurance  for 
the  entire  life  time. 

Q.  Loaded  to  what  extent?    A.  Five  per  cent. 

Q.  What  I  want  to  get  at  is  just  what  those  two  men  will 
actually  pay — you  take  a  man  in  the  United  States  who  has  had 
his  policy  of  five  thousand  dollars  on  the  fifteen  year  plan  issued" 
in  1885,  and  it  is  subject  to  a  lien  for  about  thirteen  hundred 
dollars.  Now,  we  know  what  he  pays — we  have  an  illustration 
in  evidence.  Now,  take  the  man  in  Canada  who  has  taken  this 
option  to  continue  his  policy  at  the  rate  for  the  age  nearest  the 
date  of  issue  without  increase  and  tell  me  how  those  two  premium 
payments  would  compare?  A.  There  does  not  seem  to  be  any- 
thing there  on  which  I  could  base  the  statement.  I  can  get  you 
the  figures.  The  probabilities  are  that  the  Canadian  would  be 
paying  for  the  present  considerably  more  than  the  other  man 
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and  ultimately  the  other  man's  payment  would  pass  his,  being 
an  increasing  payment. 

Q.  At  about  what  age  would  the  man  in  the  United  States 
pass  his  Canadian  rival  for  insurance  benefits  ?  A.  That  I  can- 
not tell  without 

Q.  How  would  it  be  at  the  age  of  65  ?  A.  I  cannot  tell  with- 
out  

Q.  Would  it  be  true  that  at  age  65  the  man  in  Canada  would 
pay  nearly  half  as  much  as — or  about  half  as  much  as  the  man 
in  the  United  States?  A.  I  cannot  testify  as  to  those  figures 
without  looking  in  the  books. 

Q.  You  can  make  the  computation  upon  that?  A.  I  can  in  a 
very  few  moments  by  getting  at  my  books. 

Q.  Is  it  a  fact  that  the  men  who  live  and  who  have  to  pay 
at  the  increasing  rate  in  the  United  States  will  pay  in  the  course 
of  time  when  they  get  to  be  about  70  years  of  age  about  twice 
as  much  as  a  Canadian  policyholder  will  pay  under  this  law  on 
that  option?     A.  I  never  made  a  comparison. 

Q.  You  can  do  that  ?     A.   I  can  do  it. 

Q.  And  give  me  the  result?  As  a  matter  of  fact  the  Canadian 
law  practically  compels  the  company  to  guarantee  that  the  mor- 
tality rate  will  not  exceed  the  rate  in  the  H.m.  table  ?  A.  Yes, 
just  the  same  as  a  level  premium  rate. 

Q.  I  know,  but  it  is  a  guarantee  in  effect  as  I  understand  it 
to  those  who  are  insured  on  the  assessment  plan  ?  A.  Who  are 
originally  insured? 

Q.  Yes,  who  are  originally  insured  on  the  assessment  plan  and 
avail  themselves  of  the  option  provided  by  the  bill  ?     A.  Yes. 

Q.  Whereas  in  the  United  States  the  mortality  rate  that  a  man 
has  to  meet  is  the  actual  mortality  rate?  A.  Upon  those  net  re- 
mains under  their  original  form  of  policy,  yes. 

Q.  That  do  not  exchange  for  the  new  form  of  level  premium 
policy  issued  since  your  reincorporation  ?  A.  Yes,  the  differ- 
ence is  that  what  the  United  States  policyholder  has  the  right  to 
do  the  Canadian  Parliament  compels  the  Canadian  policyholder 
to  do  it. 

Q.  What  is  that  ?     A.  Make  the  exchange. 

Q.  The  Canadian  policyholder  is  in  a  position  where  he  can 
keep  down  his  payments  and  you  cannot  increase  them  ?  A.  Well, 
T  say  what  the  United  States  policyholder  has  a  right  to  do  the 
( Canadian  policyholder  was  compelled  to  do. 

Q,  The  question  is  raised  and  it  is  proper  it  should  be  brought 
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out  clearly,  that  since  your  incorporation  you  are  issuing  straight 
level  premium  policies  that  have  no  provision  for  any  increase 
of  receipts  ?     A.  Certainly. 

Q.  And  there  is  no  claim  on  your  part  that  you  can  by  any  by- 
law increase  them  ?     A.   No. 

Q.  Ordinary  straight  insurance  ?  A.  Yes,  just  the  same  as  any 
other  company,  since  our  reincorporation. 

Q.  When  you  mentioned  the  right  of  the  American  policy- 
holder to  make  the  exchange,  you  mean  that  you  are  willing  to 
give  him  such  an  amount  of  insurance  upon  the  level  premium 
plan  as  he  can  purchase  by  his  present  rate  of  assessment  pay- 
ments?    A.  Yes. 

Q.  Let  us  take  the  illustration  of  this  man  David  Hall  that 
we  had  a  while  ago.  I  think  you  gave  me  a  statement  of  the  pay- 
ments upon  that  policy.  Would  he  have  to  pass  a  medical  ex- 
amination to  make  the  change  ?  A.  Not  for  his  net  amount  of 
insurance.  If  he  wanted  to  increase  the  amount  of  insurance  — 
not  for  the  amount  of  insurance  less  the  lien.  If  he  wanted  to 
increase  it  he  would  have  to  pass  a  medical  examination. 

Q.  Now,  it  appears  that  as  his  insurance  was  $5,000  and  there 
was  a  lien  of  about  $1,300.  You  gare  the  exact  amount  that  he 
was  paying  now  but  I  think  he  puts  it  at  $305.75  and  you  put  it 
about  $290  something  —  $290?  A.  Two  hundred  dollars  and 
something  —  I  have  forgotten. 

Q.  What  amount  of  insurance  on  the  level  premium  basis  could 
he  purchase  ?     A.  What  is  his  present  age  ? 

Q.  You  cannot  state  that,  of  course,  without  his  age.  If  jon 
would  look  that  up  and  put  it  in  connection  with  the  facts  you 
gave  me  the  other  day  so  that  we  will  have  a  complete  statement 
of  that  policy. 

BY  THE  OHAIEMAN: 

Q.  Mr.  Eldridge,  are  there  any  other  States  or  governments 
which  have  enacted  laws  to  meet  the  situation  that  is  met  by  the 
Canadian  law  ?     A.  No,  there  is  not. 

Q.  Is  there  any  other  jurisdiction  which  has  enacted  laws 
with  a  special  reference  to  your  company?  A.  No.  The  State 
of  Massachusetts  passed  in  1899  a  law  which  permitted  assess- 
ment companies  from  the  1st  of  July  of  that  year  to  comply  witii 
the  general  law,  but  that  related  to  some  twelve  or  fifteen  coni' 
panics;  it  was  not  specially  with  reference  to  us. 
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BY  MK.  COX: 

Q.  Did  that  Canadian  law  make  it  necessary  to  change  the 
form  of  your  insurance  contract  —  that  is  necessary  on  the 
part  of  the  policyholder?  A.  No.  It  simply  defined  what  gur 
liabilities  and  what  the  liability  of  the  policyholder  would  be 
giving  him  the  right  of  affirmative  election  within  a  certain 
time  and  if  he  failed  to  make  affirmative  election  why  then  the 
law  converted  the  contract  into  a  contract  of  whole  life  in- 
surance as  of  attained  age  based  upon  the  average  premiums  that 
he  had  paid.  I  will  say  it  was  rather  to  me  a  startling  proposi- 
tion, but  I  suppose  that  was  due  to  my  United  States  education  in- 
stead of  to  the  education  under  the  form  of  government  where 
Parliament  is  supreme. 

Q.  In  other  words  they  could  change  the  form  of  contract 
there  without  his  consent?  A.  Without  his  consent,  so  I  was 
informed  by  the  very  best  legal  authority  in  the  Dominion;  but 
to  conform  to  my  prejudice,  we  put  into  the  contract  his  right 
to  maintain  his  policy  in  the  scatus  that  it  was  at  that  time 
as  he  desired. 

Q.  So  there  is  no  question  at  all  but  what  the  Canadian 
legislation  would  have  been  unconstitutional  if  attempted  in  this 
country  ?  A.  I  have  no  question  whatever  —  I  am  giving  that 
as  a  layman,  T  am  not  a  lawyer  myself. 

BY  MK.  HUGHES: 

Q.  Did  you  offer  to  the  Canadian  policyholders  before  that 
legislation  an  opportunity  to  exchange  their  policies  for  level 
premium  policies  ?     A.  We  did  not. 

Q.  Then  why  was  this  legislation  brought  about?  A.  It 
was  brought  about  in  part  because  of  the  desire  of  the  Cana- 
dian authorities  to  minimize  assessment  insurance  and  to  do 
away  with  it  just  as  far  as  it  was  possible,  this  being  prac- 
tically tha  largest  mass  of  assessment  insurance  in  force  in  the 
Dominion,  and  partly  by  reason  of  that  legislation  in  1889, 
which  they  had  come  to  recognize  as  isolating  those  members 
and  exposing  them  to  a  very  dangerous  and  peculiar  position. 

BY  MK.  COX: 

Q.  Wlien  yoTi  say  their  desire  to  do  away  with  assessment 
insurance,  it  is  your  desire  also,  is  it  not?     A.  Yes,  it  is  our 
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desire.      We   had    ceased   to   do    assessment   insurance    at   that 
time  and  reincorporated. 

Q.  So  that  your  wishes  in  that  respect  were  common?  A. 
My  wishes  coincided  with  theirs  for  legislation  though  the  de- 
tails were  not  always  the  same  as  our  wishes. 

BY  ME.  HUGHES: 

Q.  Under  insurance  issued  on  participating  level  premium 
plan  are  the  holders  kept  in  a  separate  class  as  to  mortality  ? 
A.  ISTo,  they  are  not. 

Q.  Are  they  charged  with  their  full  share  of  the  company's 
mortality?    A.  They  are. 

Q.  Does  the  excess  stand  against  their  participation,  that  .is 
against  any  dividends  they  would  otherwise  get?     A.  It  would. 

Q.  Do  you  permit  United  States  assessment  policyholders 
to  change  to  non-participating  policies  without  new  medical 
examination?  A.  We  permit  them  to  exchange  for  the  net 
amount  of  the  insurance  that  is  being  carried  at  the  time. 

Q.  Without  a  new  examination  ?    A.  Yes. 

Q.  May  they  make  that  exchange  at  rates  as  low  as  those  at 
which  the  exchange  can  be  made  in  Canada  ?  A.  I  think  that  the 
Canadian  ranges  a  trifle  lower  than  our  standard  rate  of  non-par- 
ticipating. 

Q.  Why  is  that  ?  A.  Well,  it  was  fixed  by  the  Canadian  Par- 
liament with  the  loading  which  results  in  a  trifle  smaller  premium 
than  ours.  Of  course  the  difference  would  be  in  the  manner  of 
the  loading  for  expenses. 

Q.  You  could  not  permit  such  an  exchange  to  be  made  at  rates 
as  low  as  obtained  in  Canada  with  the  assessment  mortality  going 
beyond  the  table,  could  you  ?  A.  Of  course  it  would  involve  an 
extra  mortality  that  would  have  to  be  met  from  surplus. 

Q.  That  would  in  effect  go  against  the  participation  ?    A.  Yes. 

Q.  Do  you  allow  cash  surrender  values  on  your  level  premium 
business?    A.  We  do. 

"Q.  Do  you  on  any  other  business?  A.  On  the  fi.ve  year  com- 
bination option  there  is  a  provision  that  after  five  years  a  certain 
percentage  of  any  direct  contribution  by  the  policyholder  to  the 
reserve  fund  of  the  company  or  the  emergency  fund  can  be  with- 
crrawn. 

Q.  I  have  here  a  letter  addressed  by  your  company  to  a  policy- 
holder in  which  the  following  occurs :    "  As  you  will  find  by  the 
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copy  of  previous  letter,  at  least  one  year's  notice  in  writing  is 
necessary  should  the  member  desire  to  surrender  the  policy  at  the 
end  of  the  fifteen  years  for  a  cash  return  thereunder."  Now  to 
what  form  of  policy  does  that  apply  ?  A.  That  applies  to  the  fif- 
teen years  form  of  policy  and  I  think  the  policies  that  were  issued 
from  1886,  until  about  1892,  when  we  practically  ceased  issuing 
fifteen  years  policies. 

Q.  Under  that  form  of  policy  at  the  expiration  of  fifteen  years 
whatever  accumiilation  there  had  been  made  out  of  the  assess- 
ments paid  was  distributable  ?    A.  Yes. 

Q.  And  to  have  the  right  to  share  in  that  distribution  it  was 
necessary  to  give  one  year's  notice  in  writing?  A.  If  he  desired 
to  surrender  his  policy  and  take  that  amount.  If  he  did  not  give 
the  notice  then  his  share  was  applied  to  the  payment  of  future 
dues  and  assessments  under  the  terms  of  the  contract. 

Q.  In  this  letter  to  which  I  have  just  referred,  the  company 
stated :  "  The  date  upon  which  notice  could  be  given  by  you  in 
order  to  come  within  the  requirement  of  the  contract  has  lapsed 
and  jon  therefore  cannot  exercise  this  option  under  the  policy, 
but  you  will  have  the  privilege,  as  provided  for  in  the  contract, 
of  applying  whatever  surplus  may  be  found  available  thereunder 
in  reduction  of  ihe  futiire  assessments  payable  under  the  policy." 
Has  it  been  the  practice  of  your  company  to  avail  itself  of  the 
provision  that  a  year's  notice  in  writing  must  be  given  to  enable 
the  policyholder  to  obtain  the  cash  return  under  the  policy?  A. 
We  have  on  that  form  of  policies,  yes. 

Q.  Why  have  you  done  that?  A.  Because  it  was  a  distinct 
concract  that  the  notice  must  be  given  one  year  in  advance  or  that 
the  failure  to  do  that  would  be  taken  as  an  election  to  continue  the 
insurance — to  apply  the  surplus  to  the  payment  of  the  future  dues 
and  assessments,  and  under  all  ordinary  circumstances  we  have 
regarded  it  as  entirely  proper  to  follow  this  alternate  form  of 
determinate  contract.  Of  course  if  there  were  circumstances 
which  showed  reasons  why,  we  should  not  insist  strictly  upon  that 
leqiiirement.  But  the  policy  being  put  in  that  alternate  form  as 
regards  those  policies  and  the  surrender  being  merely  an  incident, 
especially  in  the  way  the  insurance  was  carried  out — the  accumu- 
lation was  carried  out,  we  have  insisted  upon  it. 

Q.  There  was,  Us  a  matter  of  fact,  no  credit  applicable  as  a 
cash  surrender  value?  A.  To  the  greater  part  of  those  policiea 
there  -was  no  such  thing  applicable. 
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Q.  That  is,  there  was  no  surplus  which  could  be  made  available 
as  a  credit  against  assessments?  A.  As  a  rule,  upon  those  there 
was  not. 

Q.  Leaving  the  fifteen  year  plan  and  coming  to  later  methods 
of  insurance  prior  to  your  level  premium  plan,  have  you  any  con- 
dition annexed  to  the  payment  of  surrender  values?  A.  There 
is  as  far  as  the  five-year  combination  option  is  concerned;  it  re- 
quires six  months'  notice. 

Q.  Six  months'  notice  ?     A.  Yes. 

Q.  Prior  to  the  expiration  of  a  given  period,  or  six  months' 
notice  at  any  time  ?  A.  Six  months'  notice — well,  six  months' 
notice,  I  think,  before  the  following  year 

BY  ME.  COX: 

Q.  Before  the  expiration  of  any  policy  year  ?  A.  Yes,  that  is 
the  wording  of  it. 

BY  ME.  HUGHES: 

Q.  The  provision  as  to  surrender  values  is  found  in  Paragraph 
6  of  the  five-year  combination  option  policy,  subdivision  3,  is  it 
not?     A.  Yes. 

Q.  I  will  read  that :  "  Third.  After  this  policy  hasi  been  in 
force  for  full  term  of  five  years  if  the  member  notify  the  Asso- 
ciation in  writing  at  least  six  months  before  the  expiration  of 
any  policy  year  that  he  desires  to  surrender  this  policy  and  re- 
ceive therefor  its  cash  surrender  value,  the  actuary  of  the  Asso- 
ciation will  determine  the  amount  remaining  in  the  reserve  or 
emergency  fund  (exclusive  of  said  $100,000  in  the  amount  of  such 
fund  as  required  by  law),  directly  contributed  thereto  by  said 
member  and  the  Association  will,  upon  surrender  and  cancellation 
of  this  policy  while  in  force,  pay  to  said  member  in  cash  at  the 
end  of  five  years  fifty  per  cent.,  at  the  end  of  six  years  fifty-five 
per  cent,  (with  an  additional  five  per  cent,  for  each  added  year  of 
continuous  membership  not  exceeding  one  hundred  per  cent.)  of 
the  net  amount  so  determined."  It  appears  from  the  Blue  Book 
that  in  1904  your  company  paid  out  on  surrendered  policies 
$333,550.  Do  you  know  whether  that  is  substantially  correct  ? 
A.  Well,  that  is  probably  correct,  but  it  does  not  follow  that  that 
is  necessarily  a  cash  payment,  because 

Q.  It  does  not  ?     A.  ISTo. 
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Q.  What  amount  of  cash  surrender  values  were  paid  by  yoiir 
company  last  year  ?  A.  I  do  not  remember,  but  my  impression  is 
somewhere  about  $75,000.     I  am  speaking  only  of  an  impression. 

Q.  What  proportion  of  that  $75,000  was  paid  upon  the  sur- 
render of  level  premium  policies  issued  since  your  incorporation  ? 
A.  A  comparatively  small  amoimt,  because,  excepting  where 
policies  have  been  changed  as  of  their  original  date,  there  would 
be  no  cash  surrender  value,  the  policies  not  having  been  in  force 
three  years. 

Q.  Then  that  $75,000  was  paid  largely  upon  what?  A.  Upon 
the  five-year  combination  option  and  the  contract  reserve  policies 
issued  prior  to  reincorporation. 

Q.  What  were  the  amounts  of  your  lapses  in  1904?  A.  I  can- 
not remember  those  figures.     They  were  large  of  course. 

Q.  Well,  approximately.  Of  course  I  do  not  expect  you  to  give 
it  exactly?    A.  My  impression  is  about  twenty-two  millions. 

Q.  Then  is  the  fact  that  twenty-two  millions  ^of  insurance 
lapsed  in  1904  and  the  policyholders  of  those  lapsed  policies  got 
only  $75,000  ?  A.  Well,  the  great  majority  of  that  lapse  was 
upon  policies  that  did  not  provide  an  accumulation  of  reserve. 

Q.  Well,  that  would  be  the  result?  A.  That  would  be  the — 
no,  that  is  the  fact,  that  the  majority  of  those  lapses  were  upon 
policies  that  did  not  provide  an  accumulation  of  reserve. 

Q.  Yes,  but  I  mean  the  fact  is  that  twenty-two  millions  of 
insurance  lapsed  and  that  the  policyholders  of  the  lapsed  policies 
got  a  matter  of  $75,000?     A.  In  cash,  if  that  is  the  correct  figure. 

Q.  In  cash?     A.  Yes. 

Q.  Well,  did  the  policyholders  get  anything  else?  A.  Yes, 
where  they  had  borrowed  against  the  policy,  that  would  be  in- 
cluded. 

Q.  You  mean  that  they  would  not  owe  the  Association  any- 
thing?    A.  The  indebtedness  would  be  wiped  out. 

Q.  But  apart  from  the  wiping  out  of  the  indebtedness  and  the 
cash  payments  of  about  $75,000,  did  they  get  anything?  A. 
They  got  $331,000,  of  which  I  estimate  that  $75,000  was  cash, 
but  I  am  not  testifying  positively  —  that  would  be  what  they 
would  get. 

Q.  Well,  you  say  they  got  $331,000.  Do  you  mean  that  ?  A. 
Including  the  cancellation  of  indebtedness  to  the  company. 

Q.  Then  the  total  amount  paid  upon  surrendered  policies  in 
1904  stated  in  the  Blue  Book  as  $333,550  includes  an  amount  of 
indebtedness  cancelled  upon  tie  surrender?     A.  It  does. 
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Q.  And  your  estimate  at  present  is  that  there  would  be  in  the 
neighborhood  of  $250,000?     A.  Yes,  that  is  my  estimate. 

Q.  And  that  the  residue  would  represent  the  actual  cash  out- 
lay by  the  company?     A.  That  is  my  estimate. 

Q.  But  apart  from  the  returns  to  the  policyholders  in  the  can- 
cellation of  his  indebtedness  or  in  cash  payments  there  was  noth- 
ing paid  or  no  insurance  given  by  the  company  upon  these  sur- 
renders? A.  Oh,  yes,  there  was  under  a  good  many  contracts 
a  continued  insurance  in  lieu  of 

Q.  You  mean  an  extended  insurance?  A.  I  mean  an  extended 
insurance. 

Q.  Without  further  payment?     A.  Yes. 

Q.  To  what  extent  does  that  apply?  A.  Well,  my  impression 
is  that  at  the  end  of  the  year  we  were  carrying  about  two  million 
and  a  half  to  three  millions  of  insurance  on  extended  insurance. 

Q.  For  how  long,  that  is  extended  for  how  long?  A.  It  would 
vary  from  six  months  to  several  years. 

Q.  That  would  be  under  your  new  level  premium  plan?  A. 
That  would  be  under  our  new  level  premium  plan,  and  under 
our  contract  reserve  plan,  and  it  would  also  be  as  regards  tlie 
fifteen  year  policies  issued  after  November,  1886;  I  think  there 
is  a  provision  in  those  policies  that  if  the  policy  has  been  five 
j'cars  in  force  and  then  lapsed,  the  obligation  of  the  company  to 
pay  in  event  of  death  shall  continue  six  months;  if  it  ha^  been 
ten  years  in  force,  and  then  lapsed,  the  obligation  of  the  company 
shall  continue  for  a  year;  and  those  would-be  policies  carried 
under  the  extended  insurance,  also. 

Q.  And  you  think  you  have  something  like  two  and  one-half 
millions  ?  A.  Between  two  and  one-half  and  three  millions,  that 
is  my  impression. 

Q.  Of  such  an  extended  insurance?  A.  Yes,  that  is  my  im- 
pression. 

Q.  In  order  that  we  may  have  the  am.ounts  accurate  of  the 
indebtedness  cancelled  by  lapse  and  the  surrender  values  paid  in 
cash,  I  will  read  from  the  report  to  the  ISTew  York  Insurance 
Department  under  the  head  of  disbursements,  the  following: 

Premium  notes  voided  by  lapse $220,396.00 

Surrender  values  paid  in  cash 98,729 .  50 

Surrender    values    applied    to    pay    renewal    pre- 
miums     600 . 97 

Surrender  values  applied  to  purchase  paid  up  in- 
surance and  annuities 13,823 .44 
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Q.  You  have  said  the  lapses  for  1904  were  in  the  neighbor- 
hood of  $22,000,000.  What  were  they  in  1903?  A.  Well, 
slightly  larger,  I  think. 

Q.  Slightly  larger.  Do  you  mean  by  that  in  the  neighborhood 
of  twenty-five  million  dollars?  A.  I  should  —  Well,  this  report 
gives  the  lapses  in  1904  at  $19,768,000  and  I  think,  basing  upon 
that,  the  probabilities  were  that  the  twenty-two  million  or  twenty- 
three  million  were  in  1903. 

Q.  And  the  very  large  part  of  that  lapse  was  on  the  old  fifteen 
year  plan  business,  I  suppose?    A.  Yep,  sir. 

Q.  When  you  went  in  your  fifteen  year  plan  policies  you  con- 
tracted for  the  taking  of  a  certain  percentage  of  the  assessments, 
and  accumulating  a  reserve  fund,  did  you  not?  A.  That  is  con- 
tained in  the  contract,  and  the  by-laws,  yes,  at  that  time. 

Q.  Did  the  Insurance  Department  require  that  you  should 
maintain  a  reserve  in  accordance  with  the  contract?  A.  It  did 
not. 

Q.  Was  that  question  brought  up  at  all  between  you  and  the 
department  at  any  time?  A.  Never  directly,  and  I  think  very 
imfortunately. 

Q.  And  why  is  that?  A.  Indirectly  it  was  brought  up  in  this 
way.  I  made  a  report  after  I  became  connected  with  the  com- 
pany in  which  I  charged  the  company  with  the  reserve,  and  the 
Xnsuiance  Depaiiiment  returned  the  report  to  me  and  directed  me 
to  eliminate  that  charge  upon  the  ground  that  they  found  no  war- 
rant in  law  for  charging  an  assessment  company  with  a  reserve. 

Q.  And  when  was  that?  A.  That  was  in  —  I  think  that  that 
was  in  1900;  but  prior  to  that  and  prior  to  my  connection  with 
the  company,  the  company  had  the  Department  value  its  policies 
as  term  policies  each  year  and  charged  in  the  report  that  reserve 
as  a  liability.  The  department  always  starred  that  charge  and 
put  a  foot  note  at  the  bottom  of  the  report  stating  that  this  was  a 
charge  for  liability  which  in  the  opinion  of  the  department  did  not 
fall  in  its  purview.  In  1899,  I  think  it  was,  when  I  made  the  re- 
turn to  the  department  and  asked  them  to  make  the  valuation  as 
they  heretofore  had  done,  they  refused  to  do  it,  and  returned  the 
documents  and  from  that  time  no  such  valuation  was  made. 

Q.  The  position  of  the  department  was  that  the  reserve  pro- 
vided for  by  your  policy  contracts  was  not  a  legal  reserve  in  the 
tense  that  it  had  been  required  by  statute  ?    A.  Yes. 
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Q.  But  the  department  did  not  take  the  position  that  you 
should  be  charged  with  the  contract  reserve?    A.  Wo. 

Q.  Which  had  been  provided  for  as  a  matter  of  contract?  A. 
jSTo,  on  the  contrary,  by  the  ruling  in  1900  they  directed  me  to 
eliminate  it. 

Q.  What  would  have  been  the  effect  if  you  had  been  charged 
with  a  contract  reserve  on  the  theory  that  a  liability  to  maintain 
that  reserve  independently  of  statute  had  been  created  by  your 
policy  contract?  A.  The  company  would  have  been  compelled  to 
make  heavier  calls  upon  policyholders,  and  collect  a  much  larger 
amount  of  money  from  them. 

Q.  And  it  could  maintain  intact  its  reserve?  A.  I  think  it 
would. 

Q.  Why  did  it  not  maintain  its  reserve  when  it  had  the  mat- 
ter within  its  own  control?  A.  I  think  you  have  got  now 
pretty  near  the  beginning  of  difficulties.  In  1899,  as  I  read 
the  records,  the  company  had  got  to  a  point  where  if  it  pur- 
posed to  maintain  longer  the  twenty-five  per  cent,  that  was 
provided  for  by  the  contract  as  a  reserve,  it  had  got  to  increase 
its  assessments.  It  seems  to  have  been  the  preference  of  the 
then  management  or  of  the  then  policyholders  to  dodge  the 
issue  of  increasing  the  assessments  and  collecting  a  sufficient 
amount,  and  in  lieu  thereof  they  adopted  what  has  become 
known  in  a  large  amount  of  litigation  in  this  country  as  the 
Shield's  resolution,  which  practically  (vas  a  direction  to  the 
management  to  continue  to  collect  assessments  as  of  the  original 
age  and  to  use  directly  that  portion  of  those  assessments  that  would 
have  gone  into  the  reserve  fund  to  pay  current  death  losses,  and 
thereafter  to  put  in  the  reserve  fund  simply  the  excess  that  was. 
not  needed  to  pay  death  losses.  And  the  members  adopted  that 
as  a  provision  for  maintaining  rates  at  the  original  age  of  entry 
with  the  result  that  the  accumulation  of  reserve  gradually  de- 
creased, finally  ceased  and  at  last  went  the  other  way. 

Q.  When  you  say  the  members,  you  mean  Mr.  Burnham,  hold- 
ing the  proxies?  A.  Mr.  Burnham  was  not  president  of  the  com- 
pany at  that  time. 

Q.  Mr.  Harper?  A.  Mr.  Harper  was  president  of  the  company 
and  was  the  holder  of  the  proxies. — I  do  not  know  whether  the 
proxies  were  voted  at  that  time  or  not.  I  was  not  present  and  was 
not  a  member  of  the  company.  I  do  know  that  a  tremenduous  mis- 
take in  my  estimation  was  made. 
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Q.  If  they  liad  been  compelled  to  maintain  this  contract  reserve 
inviolate  and  to  raise  their  assessments  to  meet  their  obligations, 
■what  would  have  been  the  consequence?  A.  Well,  I  presume  as 
far  as  business  is  concerned,  it  would  have  diminished  the  produc- 
tion of  business,  but  it  would  have  provided  a  guarantee  fund 
amounting  to  25  per  cent,  of  the  net  assessments  collected,  which 
would  have  been  a  source  of  revenue  as  far  as  interest  was  con- 
cerned and  help  diminish  the  burden  which  would  have  been  a 
means  of  holding  the  members  together,  because  of  the  interest 
they  would  have  had  in  it,  and  would  have  bsen  ultimately  a  means 
of  preventing  the  radical  and  rapid  increase  in  assessment  that  be- 
came necessary  afterwards  to  make  up  for  that  mistake. 

Q.  In  other  words  it  would  have  revealed  the  exact  situation  to 
your  policyholders,  it  would  have  carried  out  the  original  scheme 
and  original  contracts,  and  would  have  compelled  you  to  do  the 
business  upon  the  basis  that  it  was  intended  ?    A.  Undoubtedly. 

Q.  And  on  the  other  hand  you  went  on  eating  up  the  reserve, 
making  it  impossible  later  on  to  avoid  an  increase  of  assessments, 
and  you  are  now  in  a  position  where  you  have  had  to  put  on  liens 
and  bring  up  assessments  to  the  attained  age  and  levy  special  as- 
sessments to  boot?  A.  Yes,  if  you  will  apply  the  early  part  of 
your  "  yous  "  to  the  Association. 

Q.  Well,  when  I  said  "  you  "  I  meant  the  Association,  and  not 
you  personally.    A.  Yes. 

THE  CHAIRMAlSr:  We  will  now  take  a  recess  until  2.30 
P.M. 


AETER  RECESS. 

WENDELL  C.  PHILLIPS,  called  as  a  witness  and  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Dr.  Phillips,  you  are  a  physician?    A.  Yes,  sir. 

Q.  Ho-w  long  have  you  been  in  practice?    A.  Since  1882. 

Q.  What  positions  have  you  held  in  your  profession  ?  A.  Well, 
at"  the  present  time  I  am  the  Professor  of  Diseases  of  the  Ear  in  the 
'Sew  York  Post  Graduate  Medical  School,  and  aural  surgeon  to 
the  Manhattan  Eye  and  Ear  Hospital;  other  positions,  but  those 
are  the  most  important. 
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Q.  Are  you  a  member  of  the  New  York  County  Medical  So- 
ciety?   A.  Yes,  sir. 

Q.  Have  you  been  an  officer  of  that  society?  A.  I  have,  yes, 
sir. 

Q.  What  offices  have  you  held?  A.  I  was  President  of  the  New 
York  County  Medical  Society  in  1903. 

Q.  Are  you  in  attend'ance  upon  Frederick  A.  Bnrnham,  Presi- 
dent of  the  Mutual  Reserve  Fund  Life  Association?    A.  I  am. 

Q.  Is  he  ill?    A.  He  is. 

Q.  What  is  the  matter  with  him?  A.  He  has  an  acute  sup- 
puration of  the  middle  ear,  involving  the  mastoid  process. 

Q.  How  long  Las  he  been  ill?  A.  I  was  first  called  by  his  at' 
lending  physician  on  the  14th  day  of  September.  He  had  been  ill 
some  days  previous  to  that  time.  My  first  attendance  and  consul- 
tation was  on  that  date. 

Q.  What  did  you  find  his  condition  to  be  at  that  time?  A.  He 
had  the  acute  suppuration  of  the  middle  ear. 

Q.  Was  he  at  business?    A.  Oh,  no,  he  was  at  his  own  home. 

Q.  How  long  since  he  has  been  in  attendance  at  his  office?  A. 
Well,  I  cannot  say  positively,  Mr.  Hughes.  I  operated  on  him  the 
very  first  day  I  saw  him  and  he  remained  in  bed  for  two  weeks 
or  so,  and  then  later,  I  think  on  October  12th,  I  did  another  oper- 
ation on  him,  both  of  them  under  an  anffisthetic,  and  for  a  time 
after  October  12th,  he  improved  so  that  he  was  able  to  go  out. 

Q.  How  long  a  time  was  his  improvement  manifest?  A.  I  should 
say  for  auout  tvso  weeks.  He  has  at  no  time  been  well,  but.enougli 
in.prnved  so  that  he  was  able  to  go  out.  I  doubt  if  he  has  attended 
to  his  business  during  that  time.     He  may  have  gone  to  his  office. 

Q.  Is  he  now  at  his  house  ?     A.  He  is  now  at  his  house. 

Q.  Ij  he  confined  to  his  Louse?    A.  He  is. 

Q.  Is  lie  able  to  go  out"?    A.  I  should  say  not  at  this  time. 

Q.  AVhy  not?  A.  Because  of  the--this  condition  in  his  ear  has 
grown  worse. 

Q.  What  is  it,  an  abscess  in  the  ear  ?  A.  An  abscess  in  the  ear 
involving  the  mastoid  bone. 

Q.  Does  it  confine  him  to  his  bed?  A.  A  large  share  of  the 
time. 

Q.  What  share  of  the  time?  A.  I  should  say  for  the  past  week 
he  has  been  in  bed  practically  all  the  time.  I  have  seen  him  .sit- 
ing up  in  a  chair  once. 

Q.  Isitnecessary  he  shouldbe  in  bed?     A.  I  think  it  is. 
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Q.  Why  so?  A.  In  that  class  of  cases  it  is  always  importavit 
to  keep  them  as  quiet  as  possible,  in  order  to  avoid  any  exten- 
sion of  the  disease.  I  have  been  fearful  I  should  have  to  per- 
form what  is  known  as  the  radical  mastoid  operation,  and  I  am 
still  somewhat  fearful  of  it. 

Q.  "What  is  that?  A.  That  is  the  opening  of  the  mastoid 
from  behind  the  ear  and  doing  a  very  radical  operation. 

Q.  Is  Mr.  Burnham  —  is  his  mind  clear  ?  A.  I  should  not  say 
that  his  mind  was  altogether  clear,  although  he  is  not  in  any  way — 
he  is  not  in  a  state  that  you  could  say  he  was  unconscious  or  any- 
thing of  that  kind,  but  the  man  has  suffered  severely  with  pain 
and  he  is  in  a  state  of  very  great  mental  depression,  nervous  de- 
pression and  physical  depression  as  the  result  of  these  difficulties 
he  has  had. 

Q.  Does  he  suffer  pain  now  ?     A.  He  does. 

Q.  What  is  done  to  relieve  his  pain?  A.  The  operations  I 
have  performed  on  his  ear  in  the  attempt 

Q.  He  is  not  in  constant  pain,  is  he?  A.  Oh,  no,  not  in  con- 
stant pain. 

Q.  He  has  acute  pain  from  time  to  time  ?  A.  From  time  to 
time. 

Q.  And  between  the  attacks  he  is  free  from  pain?  A.  He  is 
free  from  pain,  I  should  say,  at  times,  quite  free  from  pain. 

Q.  For  how  long  a  time?  A.  Well,  I  do  not  think  there  is 
any  definite  time,  but  I  should  say  he  might  be  an  hour  at  a  time 
free  from  pain. 

Q.  le  he  able  to  attend  here  for  examination?  A.  I  do  not 
think  ho  could. 

Q.  When  do  you  think  he  will  be  able  to  attend?  A.  Well, 
if  I  were  to  give  an  exact  statement  of  my  opinion  —  and  I  sup- 
pose that  is  what  you  want,  Mr.  Hughes  ? 

Q.  Yes.  A.  Mr.  Burnham  is  in  such  a  condition  mentally  and 
physically  at  this  time,  that  I  think  it  would  be  impossible  for  him 
to  undergo  an  examination  of  this  nature  at  all.  I  do  not  think 
he  could  do  justice  to  himseK,  or  to  you,  or  in  any  way  do  it. 
Now,  how  long  it  will  be  before  the  time  would  arrive  when  he 
could  do  it,  it  is  impossible  to  say.  My  own  opinion  is  that  it  will 
be  some  time  before  he  can. 

Q.  What  do  you  mean  by  some  time  ?  A.  Well,  I  cannot  give 
you  a  definite  statement.  It  is  impossible  to  give  a  definite  state- 
ment.    I  have  advised  him  repeatedly  to  drop  everything  and  get 
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away  from  New  York  and  its  environments,  where  he  would  be 
free  from  all  his  cares  and  everything,  where  he  v^ould  have  a 
chance  to  recuperate,  but  he  has  always  refused  on  account  of  the 
appearance  of  leaving  the  jurisdiction  of  this  Investigating  Com- 
mittee. 

Q.  Can  his  deposition  be  taken  at  his  house  ?  A.  His  deposi- 
tion would  not  be  a  bit  better  there  thau  it  would  here ;  you  would 
get  no  more  satisfaction,  he  would  be  simply  less  —  minus  the 
physical  strain  of  coming  to  this  place. 

Q.  Well A.  He  is  in  a  very,  very  bad  state  of  health. 

Q.  What  is  his  temperature  ?  A.  His  temperature  most  of  the 
time  is  normal. 

Q.  He  has  not  fever,  then  ?  A.  l^ot  as  a  rule.  He  has  had  at 
times  a  temperature. 

Q.  How  recently  has  he  had  any  fever?  A.  I  think  during 
the  past  week  on  two  or  three  occasions  there  has  been  some  slight 
fever. 

Q.  What  has  his  highest  temperature  been  during  the  last 
week?  A.  ISTot  over  100.  Temperature  is  not  a  part  of  this 
diseased  process,  anyhow. 

Q.  Apart  from  sudden  depression  that  he  may  feel  and  your 
natural  desire  that  he  should  not  be  annoyed  or  disturbed,  is  there 
any  reason  why  he  should  not  state  such  facts  as  the  Committee 
desires  to  know  ?     A.  I  do  not  think  he  could  do  it. 

Q.  Why  not  ?  A.  Because  of  the  state  he  is  in  at  the  present 
time. 

Q.  Do  you  mean  that  because  of  the  pain  that  he  suffers? 
A.  It  is  as  a  result  of  the  prolonged  process  which  has  been 
going  on,  and  those  things  are  very  severe  always,  and  the  man's 
physical  condition  was  not  good  to  begin  with  and  it  has  pro- 
duced an  unusually  severe  effect  upon  him. 

Q.  How  old  is  Mr.  Burnham?  A.  He  told  me  his  age  once. 
I  am  under  the  impression  it  is  fifty-eight  years  or  about  fifty- 
eight.    I  cannot  say  positively  his  age, 

ME.  ELDKIDGE:   Tifty-six. 

THE  WITNESS:    Fifty-six,  is  it? 

Q.  Is  he  in  any  worse  condition  than  he  was  on  October  12th? 
A.  He  is.  He  has  been  worse  for  the  past  five  or  six  days,  con- 
siderably worse,  Mr.  Hughes.    The  discharge  this  morning  was  of 


Testimony  of   Wendell  C.   Phillips.  3iG7 

a  bloody  nature,  and  has  made  me  feel  considerably  concerneU 
as  to  liis  condition. 

Q.  Well,  Doctor,  your  candid  opinion  is  that  if  this  investiga- 
tion was  not  on,  and  there  were  no  question  as  to  his  attendance 
as  a  witness  he  would  be  unable  to  leave  his  house?  A.  I  should 
say  positively  that  he  could  not. 

Q.  Or  to  give  any  attention  to  matters  of  business?  A.  Nor 
give  attention  to  matters  of  business.  I  should  feel  he  could  not 
do  it. 

Q.  Or  answer  questions  or  have  a  deposition  taken?  A.  I 
should  not  think  so,  not  to  give  anything  like  intelligent  re- 
plies to  any  such  questions  at  all.  I  have  talked  with  him  con- 
siderably. 

Q.  Does  he  give  intelligent  replies  to  you?  A.  To  simple 
questions,  yes,  but  nothing  that  requires  any  connected  thought. 

BYIMK.  WEMPLE: 

Q.  How  frequently  are  you  called  there.  Doctor?  A.  Almost 
daily  since  he  has  been  sick. 

Q.  Has  he  any  other  ailment  besides  this  ear  difficulty?  A. 
Well,  he  is  a  rheumatic,  a  man  of  rheumatic  character.  Of 
course,  I  am  not  his  physician,  I  am  not  his  attending  physician. 
Ithini  the  man  is  in  a  rather  had  physical  condition.  I  cannot 
see  any  other  reason  why  he  should  not  have  gotten  better  of  this 
disease  before  if  he  had  not  heen. 

BY  THE  CHAIEMAN: 

Q.  Can  you  state  who  is  his  attending  physician?  A.  I  was 
called  there  by  Dr.  Miller. 

Q.  Is  he  his  attending  physician  now?    A.  I  think  so. 

Q.  What  is  his  full  name?  A.  I  am  not  sure  of  his  full  name. 
He  lives  on  Madison  Avenue  near  96th  Street. 

MK.  ELDKIDGE:    Elmer  A.  Miller. 

THE  WITNESS:  Elmer  A.  Miller.  I  am  reminded,  Mr. 
Hughes,  I  gave  Mr.  Burnham''s  age  wrong.    It  is  76,  I  am  told. 

BY  MK.  HUGHES: 

Q.  Have  you  ever  attended  Mr.  Burnham  before?     A.  Never. 
Q.  You  were  first  called  in  in  September?    A.  The  14th  day 
of  September. 
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Q.  Had  you  any  previous  acquaintance  with  liim?  A.  A  mere 
speaking  acquaintance. 

'  Q.  How  long  had  you  known  him  to  have  a  speaking  acquaint- 
ance? A.  I  suppose  for  four  or  five  years.  I  may  have  spoken 
to  him  twice,  I  had  just  been  introduced  to  him  and  knew  who 
he  was. 

Q.  You  had  never  been  called  in  to  attend  him  in  any  way? 
A.  Never  in  any  way. 

GEOEGE  D.  ELDRIDGE,  resumed. 
BY  MR  HUGHES : 

Q.  The  provisions  of  the  five  year  combination  option  policy 
with  reference  to  surrender  values  provides  that  the  Association 
will  pay  in  cash  at  the  end  of  five  years  fifty  per  cent.,  at  the  end 
of  six  years  55  per  cent,  of  a  net  amount  determined  by  the 
actuary  as  remaining  in  the  reserve  or  emergency  fund  directly 
contributed  by  said  member.  Do  you  annually  determine  the 
amount  of  the  reserve  or  emergency  fund  contributed  by  mem- 
bers holding  policies  of  this  description?  A.  We  do-  not  in  the 
mass,  no,  sir. 

Q.  Do  you  make  any  determination  of  the  amount  which  would 
remain  of  the  reserve  or  emergency  fund  mentioned  in  tliis  pro- 
vision of  the  policy  ?  A.  In  connection  with  the  application  for 
surrenders. 

Q.  Unless  there  is  an  application  for  surrender  you  make  no 
determination?     A.  No,  sir. 

Q.  How  frequently  are  there  applications  for  surrenders,  every 
year  ?     A.  Oh,  yes. 

Q.  Do  you  make  a  determination  in  regard  to  each  application? 
A.  Yes. 

Q.  Do  you  set  aside  any  reserve  or  emergency  fund,  do  you  keep 
an  account  of  it  ?     A.  We  have  no  separate  account,  no,  sir. 

Q.  What  process  do  you  resort  to  in  determining  what  amount 
is  to  be  distributed  ?  A.  I  take  the  gross  premiums  paid  after  the 
first  year,  less  $4.50  a  thousand  for  expenses  and  less  the  pro- 
portion of  mortuary  expenses  and  charge  against  them  the  death 
losses,  the  proportion  of  death  losses,  for  the  age  determined  b}' 
the  death  losses  of  the  entire  class  vidth  reference  to  the  expected. 

Q.  When  you  do  that  do  you  open  an  account  with  the  member 
who  has  applied  ?     A.  We  do  not. 

Q.  What  record  do  you  keep  of  your  determination  ?      A.  We 
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keep  a  record  of  the  doterminatioii  in  the  ease  of  each  policy  that 
makes  the  application,  and  keep  that  on  file. 

Q.  Will  you  be  good  enough  to  produce  a  typical  calculation 
which  will  show  the  manner  of  the  determination  and  the  actual 
result  in  the  case  of  some  typical  policy  ?     A.  We  will. 

Q.  Have  you  produced  the  comparative  statement  of  the  amount 
paid  under  the  Canadian  bill  as  compared  with  the  amount  paid 
in  the  United  States  under  like  conditions  1  A.  Well,  I  have  made 
figaires  with  reference  to  that  Hall  policy. 

Q.  Yes,  take  that  Hall  policy  ?  A.  The  Hall  policy  was  issued 
at  age  39  and  the  lien  was  placed  against  it  at  age  55,  sixteen 
years  afterward.  The  lien  was  $1,329.65.  A  policy  that  had 
been  issued  at  age  39  and  been  sixteen  years  in  force  and  elected 
under  the  Canadian  bill  to  take  insurance  for  the  full  amount  de- 
termined by  original  age  at  entry  would  have  a  lien  of  $1,385.30, 
that  is  the  lien  would  be  about  $56  greater  than  the  lien  that  we 
would  place  on  the  American  policy.  The  premium  being  payable 
bi-monthly  the  same  as  the  Hall  policy,  $131.10  a  year. 

Q.  In  Canada?  A.  In  Canada.  Now  I  find  I  made  an  error 
in  the  case  of  the  Hall  policy.  Its  premium  this  year  would  be 
$251.20.  The  way  the  error  arose,  he  had  one  more  assessment 
to  pay  this  year  and  I  added  in  the  last  assessment  of  last  year  to 
make  the  twelve  months,  and  then  I  added  in  the  assessment  of  this 
year,  the  last  one,  I  did  not  take  the  one  of  last  year  out.  $251.20 
it  would  be  as  against  $331.10. 

Q.  As  against  $331.10?  A.  $131.10.  But  the  result  would 
be  very  difi^erent.  The  Canadian  policy  provides  that  this  re- 
serve line  shall  be  increased  at  compound  interest  at  the  rate 
of  4^  per  cent.  Now  it  is  four  and  two-thirds  years  since  the 
Hall  policy  had  the  lien  placed  upon  it,  and  if  Mr.  Hall  should  die 
now  he  would  receive  $3,605.76.  Now  the  Canadian,  if  he  died 
at  the  end  of  four  and  two-thirds  years,  would  receive  $3,298.47, 
or  $307.29  less. 

Q.  And  how  much  more  in  the  four  years  would  the  American 
pay  than  the  Canadian?  A.  He  has  paid  $372.85  more.  But 
imder  the  Canadian  policy  the  provision  of  the  law  would  wipe 
out  the  insurance  absolutely  between  29  and  30  years,  so  that  it 
becomes  a  term  insurance  of  between  29  to  30  years,  constantly 
decreasing  in  the  amount,  while  under  Mr.  Hall's  policy  in  six- 
teen years  his  policy  is  restored  to  $5,000,  the  full  amount,  so 
that  his  policy,  the  payment  he  makes,  provides  for  the  interest 
100 
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and  for  the  gradual  wiping  ont  of  the  lien,  while  the  payments 
that  the  Canadian  makes,  makes  no  provision  for  the  lien  or  the 
interest,  but  leaves  to  accumulate  until  it  wipes  out  the  insurance. 

Q.  The  sixteen  years  in  the  case  of  Mr.  Hall's  policy  would, 
bring  him  to  71  years  of  age?     A.  Yes. 

Q.  And  until  that  time  he  pays  5  per  cent,  interest  on  the 
amount  of  the  lien  'i     A.  Yes. 

Q.  Do  you  include  the  amount  he  pays  as  interest  in  the  com- 
parative statement  you  have  just  given  us  ?     A.  Yes. 

Q.  And  the  29  years  in  which  time  the  insurance  of  the  Cana- 
dian would  be  wiped  out  would  bring  the  Canadian  to  84  years  of 
age?     A.  Yes,  it  would. 

Q.  In  the  meantime  the  Canadian's  insurance  would  be  a  de- 
creasing amount,  and  at  the  end  of  16  years  when  Mr.  Hall's 
policy  would  be  restored  to  five  thousand  dollars  the  Canadian's 
would  be  but  eighteen  hundred?     A.  Yes. 

Q.  And  how  much  would  the  Canadian  pay  when  his  was 
$1,800?     A.  He  would  still  pay  $131.10. 

Q.  Now,  will  you  please  point  out  the  provision  in  the  Canadian 
law  that  has  that  effect  of  reducing  the  insurance?  A.  It  is  in 
the  latter  part  of  Section  I,  sub-section  B,  paragraph  ii,  where 
after  providing  how  the  liens  shall  be  determined  it  says  "  Shall 
be  a  lien,"  etc. 

Q.  "  Shall  be  a  lien  or  charge  upon  the  said  policy  bearing  in- 
terest to  be  compounded  annually,  at  the  rate  of  4^  per  centum 
per  annum  until  paid,  or  until  the  policy  becomes  a  claim,  and 
the  amount  of  such  lien  or  charge  unless  sooner  paid  shall  be  de- 
ducted from  the  amount  of  such  policy  when  the  policy  becomes 
a  claim."     That  is  the  lang-uage  to  which  you  refer  ?     A.  Yes,  sir. 

Q.  Then  the  decrease  of  the  insurance  is  due  entirely  to  .the 
compounding  of  the  interest  ?     A.  It  is. 

Q.  The  rate  of  interest  in  the  case  of  the  Canadian  lien  is  4^ 
per  cent.,  in  the  case  of  the  lien  in  the  United  States  is  5  per  cent.  ? 
A.  Yes. 

Q.  Do  you  compound  the  interest?     A.  In  the  United  States? 

Q.  Yes.     A.  Yes. 

Q.  If  you  compound  the  interest  at  5  per  cent,  and  they  com- 
pound the  interest  at  4^  per  cent.  I  hardly  see  why  the  lien  should 
not  increase  in  the  United  States  more  rapidly  than  in  Canada. 
A.  Because  the  proportionate  portion  of  the  payment  that  is  repre- 
sented by  the  lien  goes  to  meet  the  interest  and  to  decrease  the  lien. 

Q.  And  for  that  purpose  the  man  in  the  United  States  is  paying 
something  over  one  hundred  dollars  a  year  more  ?     A.  Yes. 
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Q.  "Will  this  difference  be  maintained  in  other  ages?  A.  It 
will.    That  is,  I  think,  a  very  fair  age. 

Q.  That  would  show  about  an  average?     A.  I  think  it  would. 

Q.  The  difference  would  be  greater  if  the  age  was  greater? 
A.  The  difference  would  be  greater,  but  the  decrease  of  the  in- 
surance of  the  Canadian  and  the  turn  in  the  tide  of  the  American 
come  much  quicker. 

Q.  In  estimating  the  amount  of  insurance  under  the  Cana- 
dian policy  joxi  take  4%  per  cent,  compound  interest  and  charge 
it  against  the  policy?  A.  ISTo,  we  start  with  the  present  value — 
we  start  with  the  reserve  required  by  the  healthy  male  table  with 
interest  at  three  and  a  half  per  cent.,  with  the  whole  life  policy 
that  had  been  in  force  a  certain  number  of  years  at  the  time  this 
law  went  into  effect. 

Q.  You  take  the  lien  as  ascertained  and  charge  the  policy  with 
that  amount  with  interest  at  4%  per  cent.,  compounded  annually  ? 
A.  Yes. 

Q.  And  in  the  United  States  you  take  the  lien  and  compoimd 
the  interest  at  5  per  cent.  Now,  in  the  case  of  the  United  States 
policyholder  the  amounts  that  he  will  have  to  pay  in  the  way  of 
assessments  increase  as  your  mortuary  liabilities  increase?  A. 
Yes. 

Q.  And  he  has  to  take  his  chances  of  the  increased  mortality 
as  shown  by  your  experience  ?    A.  Yes. 

Q.  Whereas,  in  Canada  the  mortality  is  held  down  to  the 
expected  mortality  rate  under  the  table?    A.  Yes,  sir. 

Q.  In  the  account  of  your  assets  as  given  in  the  last  report 
of  the  Superintendent  of  Insurance  of  this  date,  the  appraised 
value  of  your  real  estate  including  leasehold  premises  is  stated 
to  be  $683,5Y1.78.  What  real  estate  is  owned  by  your  com- 
pany.   Here  is  your  last  annual  report. 

(Handing  witness  paper.) 

A.  This  does  not  contain  the  schedules  of  real  estate. 

Q.  Well,  here  is  a  file  of  annual  reports. 

(Handing  witness  paper.) 

A.  I  ordered  mine  to  be  sent  over.  There  does  not  seem  to  be 
any  1904,  here. 

(After  examining  paper.) 

There  are  seven  parcels  of  real  estate  with  one  exception  con- 
sisting of  private  dwellings,  one  at  127  West  83d,  one  at  129 
West  83d,  one  at  46  East  76th  Street,  one  at  203  Seventh  Ave- 


3l7ii  Legislative  Insurance  Investigation. 

nue,  one  707  Seventh  Avenue,  and  a  seventh  parcel  consisting  of 
stores  and  apartments  1313  and  1315  Third  Avenue,  New  York. 
There  is  another  one  right  down  here  to  close  of  1903,  a  piece 
of  Chicago  property,  but  my  recollection  is  that  that  has  been 
sold. 

Q.  All  those  properties  you  mention  are  owned  in  fee?  A. 
Yes. 

Q.  And  how  were  they  acquired?    A.  By  foreclosure. 

Q.  What  is  their  book  value  ?     A.  $96,650.46. 

Q.  What  is  the  not  amount  received  in  income  upon  those 
premises?    A.  This  is  not  1904.    I  have  not  got  that  report  here. 

Q.  Well,  take  it  for  1903  ?     A.  $7,225. 

Q.  Is  that  the  net  amount  after  deducting  expenses?    A.  Yes. 

Q.  And  was  the  book  value  the  amount  at  which  the  property 
was  carried  upon  the  books?  A.  It  was  the  amount — the  prop- 
erty was  carried  upon  the  books. 

Q.  How  does  that  compare  with  the  cost  of  the  premises?  A. 
Well,  that  is  the  cost  of  the  premises  to  us. 

Q.  What  is  the  value  of  the  premises  as  it  was  put  on  Decem- 
ber 31,  1903,  if  vou  have  that  schedule  there?    A.  $132,400. 

Q.  ISTow,  the  residue  of  the  item  of  real  estate  which  now  ap- 
pears according  to  the  superintendent's  last  report  at  $683,571.78 
is  made  up  of  what  ?  A.  It  is  made  up  of  the  office  building  occu- 
pied by  us. 

Q.  At  what  value  is  that  carried  on  December  31,  1903,  on  the 
books  of  the  company  ?     A.  $483,660.50. 

Q.  And  do  you  remember  whether  it  was  carried  at  a  greater 
amount  at  the  end  of  1904  ?  A.  That  was  the  cost  value  at  which 
it  was  carried ;  it  was  carried  on  our  books  at  a  valuation  of  $490,- 
121.72. 

Q.  Can  you  state  what  part  of  the  sum  of  $683,571.78  inserted 
as  the  appraised  value  of  real  estate  in  the  Department's  report 
represents  the  building  in  which  your  office  is  located  ?  A^  My 
impression  is  that  it  is  about  $470,000 — (after  examining  papers) 
—$470,571.78,  sir. 

Q.  And  the  remainder,  some  $213,000,  represents  those  private - 
dwellings  ?      A.    It  is  not  $200,000. 

Q.  You  said  $470,000,  and  this  is  $683,000.  A.  I  must  say 
I  don't  know.      That  would  leave  $213,000. 

Q.  That  is  la«ger  ?  A.  That  is  larger.  I  have  probably  made 
my  figures  wrong. 
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("Witness  figures  again.) 

It  should  be  $196,000  and  $252,000,  instead  of  $96,000  and 
$132,000. 

Q.  You  mean  when  you  originally  gave  the  hook  value  of  pri- 
vate dwellings  as  of  December  31,  1903,  you  should  have  said 
$196,000  instead  of  $96,000?      A.    Yes,  sir. 

Q.  And  the  value,  or  appraised  value  of  $232,000  instead  of 
$132,000?     A.   Yes. 

Q.  So  that  your  last  statement  that  on  December  21,  1904, 
the  office  building  was  carried  at  $470,000  is  correct?  A.  Is 
correct. 

Q.  ISTow,  what  interest  has  the  Mutual  Reserve  Life  Insurance 
Company  in  that  office  building?  A.  It  has  a  leasehold  expiring 
May  1,  1934. 

Q.  Has  the  Insurance  Department  taken  up  vnth  your  com- 
pany the  propriety  of  including  a  leasehold  interest  as  real  estate 
and  permitting  a  portion  of  your  reserve  to  be  represented  by  a 
leasehold  interest  under  the  law  ?  A.  I  think  it  was  taken  up  in 
1894  and  1895 — at  the  time  of  the  examination  by  the  Depart- 
ment in  that  year. 

Q.  Do  you  know  upon  what  advice,  if  any,  the  lasurance  De- 
partment acted  ?  A.  I  think  on  the  advice  of  Judge  Spencer, 
who  was  then  counsel  of  the  superintendent,  I  think. 

Q.  Have  you  a  copy  of  any  opinion  furnished  by  the  Attorney 
General  to  the  Insurance  Department  upon  that  question  ?  A.  I 
have  not. 

Q.  Has  there  been  any  such  opinion  that  you  know  of  ?  A.  I 
am  not  aware  of  any.  I  am  aware  of  one  furnished  by  him  on 
the  question  of  the  availability;  of  such  an  asset  as  a  deposit 
with  the  Insurance  Department. 

Q.  That  is  of  a  leasehold  interest?     A.   Yes,  sir. 

Q.  To  count  against  the  reserve  or  as  part  of  the  reserve  ?  A. 
•JSTo,  simply  on  the  ground  of  whether  it  was  available  as  one 
of  the  securities  that  could  be  deposited  with  the  Insurance  De- 
partment or  not. 

Q.  Have  you  a  copy  of  that  opinion  ?  A.  I  have  not.  I  have 
seen  such  an  opinion. 

Q.  Was  that  a  decision  or  opinion  with  regard  to  a  mortgage 
upon  a  leasehold  ?  A.  I  am  not  absolutely  clear  on  that.  I  am 
not  a  lawyer,  and  many  of  those  legal  distinctions  I  have  never 
followed. 
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Q.  I  did  not  quite  understand  you.  How  could  you  deposit 
the  leasehold  with  the  Insurance  Dfepartment?  A.  Well,  we 
can  deposit  a  deed,  I  should  assume — we  can  deposit  a  mortg'age 
deed ;  but  I  am  only  speaking  in  a  general  way.  I  am  aware  that 
there  is  some  such  decision  as  that  relating  to  that  as  a  basis  for 
a  security  to  be  deposited. 

Q.  To  the  fact  that  you  could  deposit  a  mortgage  upon  such 
a  leasehold  ?  A.  That  it  was  not  such  a  security  as  was  covered 
by  the  requirement  for  the  deposit  with  the  department  as  I 
understand. 

Q.  Exactly,  l^ow,  what  is  the  opinion  of  Judge  Spencer,  to 
which  you  have  referred — ^have  you  it  there  ?  A.  I  have  not  the 
opinion,  I  have  simply  the  report  of  the  Department  with  refer- 
ence to  this  portion  of  our  assets. 

Q.  What  report  do  you  refer  to?  A.  The  examination  made 
in^ — -completed  in  March,  1895,  made  by  Mr.  H.  D.  Appleton, 
when  Mr.  James  Pierce  was  Superintendent  of  Insurance. 

Q.  Mr.  James  F.  Pierce?    A.  Yes. 

Q.  And  you  now  call  my  attention  to  the  portion  of  the  report 
bearing  upon  that  ?     A.  Yes. 

MK.  HUGHES:  I  will  read  that  upon  the  record  from  page 
30  of  the  report  of  March  8,  1895,  signed  by  Henry  D.  Appleton : 

HOME  OEEIOE  BUILDING,  $408,296.60  of  the  reserve  or 
emergency  fund  of  the  association  has  been  invested  in  a  lease  of 
the  property,  situated  on  the  corner  of  Broadway  and  Duane 
Street,  where  the  building  known  as  the  Mutual  Reserve  Building 
has  been  erected.  This  item  is  returned  in  the  annual  statement 
of  December  31,  1894.,  in  Schedule  C,  an  amount  paid  on  account 
of  construction  of  fourteen  story  stone  home  office  building,  at 
the  northwest  corner  of  Broadway  and  Duane  Street,  ISTew  York 
City.  $44,226.44  of  this  item  was  not  expended  in  the  construc- 
tion of  the  building,  but  in  its  equipment  for  furniture,  shades, 
and  awnings,  salaries  of  attendants  and  rents  during  construction. 
This  investment  is  recognized  as  an  admitted  asset  for  $408,296.60 
in  accordance  with  the  advice  of  the  department's  counsel. 

Then  follows  a  letter  with  reference  to  the  value  from  Honor- 
able Michael  Coleman. 

Q.  The  company  took  a  lease  of  the  ground?  A.  They  took 
a  lease  of  the  building  and  ground. 

Q.  Go  on.  A.  Took  a  lease  of  the  building  and  ground,  the 
estate  to  which  it  belonged,  expending  a  certain  amount  of  money. 
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Q.  Have  you  a  statement  showing  exactly  wliat  was  done  ?  A. 
I  have  a  statement  of  the  value  of  the  payments  and  expenditures 
that  were  made  in  reference  to  it. 

Q.  Who  were  the  owners  of  the  ground  ?  A.  G^e  Weld  Estate 
of  Boston.  ,  ^  , 

Q.  Was  there  any  other  agreement  except  the  lease?  A.  Not 
that  I  am  aware. 

Q.  Was  the  lease  made  before  the  building  was  erected  ?  A. 
On  that  1  cannot  give  you  an  exact  answer.  The  whole  transac- 
tion was  before  I  went  there  and  the  exact  details  I  have  not  got. 

Q.  What  were  the  terms  of  the  lease?  A.  The  terms  of  the 
lease  provide  for  an  annual  rental  during  the  first  twenty  years 
of  sixty  thousand  dollars  a  year,  and  then  provide  for  a  re-ap- 
praisal for  determining  the  rental  for  the  second  term  of  twenty 
years,  the  company  to  pay  the  taxes,  of  course. 

Q.  The  rental  for  the  further  terms  of  twenty  years  was  pro- 
vided? A.  It  provides  for  a  revaluation  and  a  percentage  upon 
the  value  was  fixed,  but  I  do  not  remember  the  exact  provision  as 
to  that. 

Q.  According  to  this  statement  that  you  hand  me  the  total  cost 
of  the  superstructure  of  the  building  was  $1,527,616.57  ?  A. 
That  includes  the  ground. 

Q.  Does  that  include  the  ground — how  much  of  that  is  for 
ground  ?  A.  The  value  of  the  ground  was  placed  at  five  hundred 
thousand  dollars,  and  there  was  added  thereto,  interest  and  taxes 
during  construction,  making  it  $579,154.25. 

Q.  And  the  cost  of  the  building  apart  from  the  ground  was  how 
much  ?  A.  Apart  from  the  ground  and  interest  and  taxes  on  the 
ground  during  construction,  it  was  $948,462.32. 

Q.  How  much  of  that  was  borne  by  the  Weld  Estate  and  how 
much  by  the  society?  A.  The  Weld  Estate  bore  the  interest  and 
taxes  during  construction,  and  $475,000  in  addition  to  the  society, 
$483,660.50. 

Q.  Under  the  lease  does  the  company  become  entitled  upon 
its  expiration  to  any  return  for  the  amount  expended  on  the 
building?     A.  It  does  not. 

Q.  The  interest  of  the  company  then  is  its  leasehold  interest  ? 

A.    Yes. 

Q.  For  the  term  stated  ?    A.  It  is. 

Q.  Have  you  a  statement  of  the  rents  received  from  this 
building  during  the  year  1904,  by  the  society?  A.  Including 
our  own  rental,  $142,415. 
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Q.  What  was  the  amoimt  of  the  expenses?    A.  $123,240.00. 

Q.  Leaving  net?    A.  $19,175. 

Q.  What  wag  the  amount  which  the  company  charged  itself 
with  as  the  rent  of  the  premises,  of  the  portion  of  the  premises 
which  it  occupied  ?4»,. A.  $50,400. 

Q.  What  was  the  total  amount  expended  for  furniture,  shades, 
awnings,  salaries  of  tenants  and  rent  during  construction  by  the 
company?     A.  It  is  stated  in  there  about  $44,000,  I  think. 

Q.  And  is  that  sum  of  $44,000  or  any  part  of  it  still  carried 
as  a  part  of  the  cost  of  the  building  ?    A.  It  is  not. 

Q.  How  do  you  arrive  at  the  valuation  which  the  building 
is  now  placed  ?  A.  The  valuation  at  which  we  carried  in  our 
assets  at  the  end  of  1904,  was  based  upon  the  department's  valu- 
ation in  1902  at  the  time  of  the  examination  and  the  deduction 
therefrom  of  the  proportionate  part  of  the  leased  term  that  had 
expired  c!nce  that  valuation.  Tke  department  in  its  valuation 
this  year  made  a  change  in  determining  the  value  for  the  second 
term  of  twenty  years  which  reduced  the  valuation,  I  think,  about 
$10,000  below  that  at  which  we  carried  it. 

Q.  What  is  the  rental  value,  the  fair  rental  value  of  the  part 
of  the  premises  that  the  comjDany  occupies  ?  A.  At  least  the 
amount  that  we  are  charging  basing  it  simply  upon  the  square 
foot  value  of  actual  rental  of  the  balance  of  the  building,  al- 
though we  are  really  I  presume  occupying  what  would  bring  the 
highest  portion  of  rental  if  the  building  was  rented. 

Q.  Apart  from  your  own  occupancy  how  would  the  account 
of  the  building  stand  for  1904,  the  actual  rent  received  and  out- 
lays made  ?  A.  Well,  that  will  be  rather  a  difficult  question  to 
answer  because  if  the  portion  of  the  building  that  we  are  occu- 
pying was  not  rented  or  used  for  any  purpose  whatever  it  would 
be  very  likeiy  to  reduce  very  materially  the  expenses  of  main- 
taining the  building. 

Q.  Yes,  but  how  would  it  stand  apart  from  your  own  occu- 
pancy? A.  I  must  say  it  is  a  question  I  do  not  see  how  I  could 
possibly  answer. 

Q.  You  pay  $50,400  ?  A.  If  you  mean  what  do  we  get  in  an 
asset  from  ourselves 

Q.  Yes,  net?  A.  That  would  be  $92,015  that  we  received 
lust  year. 

Q.  What  is  the  total  amount  you  expend  ?  A.  All  expenditures 
including  expenditures  for  oiir  portion  of  the  building  is  $123,2  iO. 
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BY  ME.  COX: 

Q.  Does  that  include  any  moneys  paid  to  tlie  Weld  estate? 
A.  That  includes  all  moneys  paid  to  the  Weld  estate. 
Q.  $60,000  a  year  ?    A.  Yes. 

BY  MR.  HUGHES : 

Q.  That  is  included  under  the  head  of  expenses  ?    A.  Yes,  sir. 

Q.  Excluding  all  you^  expend  on  the  portion  of  the  premises 
you  occupy,  what  were  your  outlays  ?  A.  I  have  never  made 
that  determination. 

Q.  Is  it  feasible  to  make  such  a  determination?  A.  I  don't 
see  how  it  could  be. 

Q.  Have  you  made  any  calculation  to  determine  what  the 
value  to  you  is  of  the  rent  of  the  building,  the  portion  of  the 
building  that  you  do  not  occupy?  A.  No,  we  have  always 
treated  the  building  as  a  whole,  not  segregated  any  portion  of  it. 

Q.  Are  you  able  to  state  how  the  results  compare  with  what 
they  would  be  if  you  rented  the  portion  that  you  now  occupy 
at  its  fair  rental  value?  A.  Well,  my  impression  is  if  we  rented 
it  at  a  fair  rental  value  we  should  pay  a  larger  rent  than  we  are 
paying  now. 

Q    About  how  much?    A.  I  suppose  at  least  $10,000. 

Q.  About  $60,000  you  would  pay  in  amount?     A.  Yes. 

Q.  When  you  went  into  this  scheme  who  represented  you 
before  the  Department  with  reference  to  the  allowance  of  the 
amount  invested  as  a  portion  of  your  reserve?    A.  I  don't  know. 

Q.  Or  as  a  part  of  your  assets  ?     A.  I  don't  know. 

Q.  At  that  time  the  question  did  not  come  up  with  reference 
to  reserve,  did  it?  A.  My  understanding  is  that  they  went  into 
the  whole  matter  because  they  reproduced  there  the  votes  of  the 
members  and  of  the  Board  and  so  forth  in  reference  to  the  matter. 

Q  My  point  was  at  that  time  you  were  not  under  any  legal 
obligation  to  maintain  a  reserve?  A.  No,  we  had  not  a  legal 
obligation. 

Q.  Now  when  you  came  under  the  reserve  law  on  reincorpora- 
tion in  1902  what  took  place  with  the  Department  as  to  whether 
this  lease  hold  should  be  allowed  as  a  part  of  your  reserve?     A, 
[  do  not  think  that  question  was  raised  at  all. 
/■      Q.  By  no  one?     A.  I  do  not  think  it  was. 

Q.  Did  the  Department  pass  it  as  a  matter  of  course?  A.  That 
is  my  understanding. 
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Q.  You  were  not  represented  by  counsel  in  tlie  matter?  A 
Why,  we  had  counsel  in  connection  with  our  reincorporation,  but 
ray  understanding  is  that  that  question  did  not  come  up.  Mr. 
Piatt  represented  us  in  all  matters  connected  with  reincorpora- 
tion. 

Q.  But  Mr.  Piatt  tells  me,  and  I  understand  the  fact  is  that 
no  question  was  made  about  it?    A.  And  I  so  understand. 

ME.  PLATT:  I  do  not  remember  that  question  being  raised. 
I  think  there  was  a  question  raised  in  1899  about  the  real  estate, 
hut  it  was  a  different  qi:estion  from  that. 

MR.  HUGrHES:  But  in  1899  no  question  could  come  up  re- 
garding the  propriety  of  this  as  a  reserve? 

MR  PLAINT:  In  1902,  at  the  time  of  reincorporation,  there 
■\vas  no  question  raised  at  that  time. 

MR.  HUGHES:  No  question  could  have  arisen  prior  because 
you  were  not  under  the  reserve  law. 

MR.  PLATT:  Not  in  reference  to  the  reserve. 

BY  MR.  HUGHES: 

Q.  I  find  in  the  statement  of  your  report  of  December  31,  1904, 
under  disbursements  "Actuarial  expenses  $32,259.43."  Were 
those  in  addition  to  the  salary  of  the  actuary?  A.  No,  sir,  not 
entirely.     That  included  the  salary  of  the  actuary. 

Q. -Was  not  the  salary  of  the  actuary  included  under  the 
head  of  the  item  of  salaries  and  all  other  compensation  of 
officers,  and  home  office  employees?  A.  Not  the  salary  of  the 
actuary,  no. 

Q.  Was  he  not  a  home  office  employee?  A.  He  was  a  home 
office  employee. 

Q.  Have  you  the  1904  report  there?    A.  I  have  it  here. 

Q.  Why  did  you  classify  the  matter  in  that  way  there  and  put 
the  actuary  in  a  class  by  itself?  A.  We  have  placed  the  actuarial 
expenses — the  salary  of  the  actuary  in  the  actuarial  expenses  al- 
ways, as  we  have  the  expenses  of  counsel  in  the  legal  expenses. 

Q.  How  much  of  the  $32,259.43  is  for  the  salary  of  the  actuary? 
A.  $7,800. 

Q.  What  are  the  other  expenses?  A.  The  other  expenses,  there 
Avere  some  things  paid  to  consulting  actuaries;  there  were  the  ex- 
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penses  concerned  with  the  office,  printing  and  maintaining  records, 
and  the  clerical  force  in  that  office. 

Q.  I  should  like  to  have  a  statement  showing  how  the  salaries 
and  other  compensation  of  officers  and  home  office  employees, 
which  are  stated  to  aggregate  $310,412.18  are  made  np?  A.  All 
right,  sir. 

Q.  You  have  such  a  statement  in  detail,  I  suppose?  A.  Oh, 
yes. 

Q.  What  is  the  item  of  commuting  renewal  commissions,  $15,- 
000?  A.  It  was  an  item  on  account  of  future  commissions  paid  to 
commute,  and  retire  the  renewals. 

Q.  To  whom  was  that  paid?  A.  That  was  paid — I  think  that 
was  paid  to  Mr.  George  Storm. 

Q.  You  have  each  year  stated  an  item  in  your  report  for  the 
commutation  of  renewal  commissions  ?    A.  Yes,  sir. 

Q.  Do  you  happen  to  have  here,  or  can  you  produce  a  statement 
of  the  persons  who  received  such  amounts?  A.  I  can  produce  it. 
I  have  not  it  here. 

Q.  Do  any  of  the  officers  of  the  company  receive  any  commis- 
sions on  business?     A.  No,  sir. 

Q.  Has  that  been  true  for  a  period  of  years ?    A.  (No  answer.) 

Q.  How  recently  has  any  officer  of  your  company,  either  directly 
or  indirectly,  received  any  commission  either  first  commission  or 
renewal  commission  upon  business  of  the  company?  A.  Of  course, 
Mr.  Harper  had  a  contract,  as  I  have  already  testified,  paying  him 
a  commission.  Mr.  Wells,  who  had  formerly  been  manager  of  the 
company  in  Canada,  received  his  renewals  upon  the  business  done 
there,  and  my  impression  is  that  he  had  renewals  up  to  the  very 
close  of  the  time  he  left  the  company,  in  1899.  There  are  no  other 
officers  who  have  had  renewals. 

Q.   Or  any  commissions  or  interest  in  the  business?    A.  No. 

Q.  Has  Mr.  Burnham  ever  had  any  interest  in  any  of  the  busi- 
ness of  the  company?    A.  No,  sir. 

Q.  I  mean  by  way  of  commissions  or  otherwise?    A.  No,  sir. 

Q.  We  had  the  other  day  an  extract  from  President  Harper's 
will  read,  in  which  he  bequeathed  to  the  association  one-third  of 
the  commissions  to  which  his  estate  would  be  entitled,  or  he  was 
entitled  under  his  contract.  Por  how  long  a  time  were  those 
payments  made,  or  credited  to  the  association,  or  to  Mr.  Burnham 
on  ?  A.  Well,  there  was  —  the  contingent  fund  was  paid  to  Mr. 
Biirnham.     I  testified  as  to  that  date  the  other  day. 


3180  Legislative  Insurance  Investigation. 

ME.  TYNG:    Up  to  August,  1898? 

THE  WITJSTESS:  Up  to  August,  1898,  the  contingent  fund 
was  at  his  disposal,  and  then  from  that  time  there  were  two 
hundred  dollars  a  week  in  lieu  of  it  paid  to  him  until  November, 
1899. 

Q.  Yes,  but  was  the  one-third  paid  to  Mr.  Burnham,  until 
1898  ?     A.  Oh,  no,  only  such  portions  of  it  as  he  drew  for  use. 

Q.  But  were  these  drafts  made  against  the  amount  to  which 
the  association  would  have  been  entitled  imder  the  bequest? 
A.  Well,  the  wording  of  the  resolution  was  so  —  was  in  that 
form,  but  the  amount  was  charged  as  a  disbursement  as  he 
drew  it. 

Q.  For  how  long  a  time  did  the  estate,  or  next  of  kin  of 
Mr.  Harper,  receive  any  commissions  under  his  contract?  A. 
I  think  if  Mr.  Tyng  would  step  here  a  moment  he  could  give 
me  this  a  little  better.  (After  consultation  with  Mr.  Tyng.) 
August  16,  1898,  was  the  last  payment  to  them. 

Q.  "What  was  the  date  of  Mr.  Harper's  death?  A.  July  2d, 
1895. 

Q.  Did  the  company  contest  the  right  of  his  estate  to  recover 
those  commissions?  A.  There  was  some  legal  issue  over  the 
matter,  but  on  the  details  of  it,  I  am  unable  to  testify. 

Q.  Was  there  a  suit  brought  by  a  person  interested  in  his 
estate  and  did  the  company  take  the  defense  that  the  contract 
was  an  illegal  one,  having  been  made  by  Mr.  Harper,  as  an 
officer,  with  himself  as  an  individual?  A.  The  details  of  that 
contest  I  am  not  sufficiently  acquainted  with  to  testify  in  regard 
to  intelligently,  Mr.  Hughes. 

Q.  Have  you  a  record  of  the  proceedings  of  that  litigation? 

ME.  TYNG:  Here  is  a  copy  of  the  judgment  roll,  Mr. 
Hughes  (handing  paper.) 

Q.  I  am  shovm  the  judgment  roll  in  a  suit  by  Walter  F. 
Harper,  plaintiff,  against  George  W.  Harper,  and  Emma  J). 
Harper,  individually  and  as  executors  of  the  last  will  and  testa- 
ment of  Edward  B.  Harper,  deceased,  the  Mutual  Eeserve  Fund 
Life  Association,  Hugo  S.  Badman,  Franklin  H.  Harper,  Annie 
Davis  and  Frederick  H.  Burnham,  defendants.  The  complaint 
is  verified,  December  lY,  1897,  and  demands  judgment  that 
the  provisions  contained  in  the  8th  and  11th  clauses  of  the  will 
I  if  Edward  B.  Harper,  deceased,  relating  to  the  legacies  therein  at- 


Testimony  of  George  D.  Eldndge.  3181 

tempted  to  be  given  to  the  association,  or  said  Bnrnham,  de- 
clared null  and  void,  and  that  the  moneys  which  otherwise  might 
have  passed  thereby  to  the  association  be  declared  to  be  a  part 
of  the  residuary  estate  of  Edward  B.  Harper,  and  for  an  account- 
ing. The  answers  put  in  issue  certain  allegations  of  the  complaint, 
and  there  appears  a  stipulation  as  of  December  18,  1897,  that  tli-- 
defendants  George  "W.  Harper,  and  Emma  D.  Harper,  individually 
and  as  executors  of  the  last  will  and  testament  of  Edward  B. 
Harper,  deceased,  and  the  Mutual  Reserve  Eund  Life  Association, 
do  have  and  recover  judgment  without  cost  to  either  party  as 
against  the  other,  and  that  said  judgment  be  entered  without 
notice.  And  judgment  is  entered  to  that  effect.  Now,  was  there 
any  litigation  in  which  the  company  took  the  position  that  tliu 
agreement  made  relating  to  the  commissions  with  Mr.  Harper  was 
void  ?  A.  I  am  not  aware  of  any,  and  I  should  not  be  able  to 
give  testimony  on  that  point. 

Q.  What  led  to  the  discontinuance  of  the  payments  to  the 
estate  in  1898  ?    A.  The  interests  were  bought  up. 

Q.  By  the  company  ?    A.  Yes. 

Q.  How  much  did  the  company  pay  to  buy  up  those  in- 
terests? A.  The  statement  submitted  shows  that  $35,750  was 
paid. 

Q.  How  much  was  paid  on  account  of  President  Harper's 
contract  to  his  estate  between  the  time  of  his  death  and  the 
time  of  this  purchase  ?  A.  Payments  to  Mr.  Harper  to  that 
date  appear  from  this  statement  to  be  $48,609.76. 

Q.  Were  there  any  other  payments  to  the  Hari:)er  estate  out- 
side of  those  to  Mrs.  Harper?  A.  There  were  the  payments 
to  the  family. 

Q.  What  were  they?  A.  They  were  the  $35,000  that  I 
have 

Q.  You  mean  on  the  purchase  ?     A.  Yes. 

Q.  Of  the  rights,  I  am  referring  to  the  payment  made  before 
the  purchase  of  the  rights  between  the  time  of  President  Harper's 
death  and  the  purchase  ? 

MR  TYNG:  Those  are  the  totals  paid.  There  was  nothing 
paid  to  the  other  brothers  and  sisters. 

MK^  HUGHES :  So  all  the  payments  were  the  $48,000  to 
Mrs.  Harper,  and  $35,000  paid  at  the  time  of  the  purchase  ? 

THE  WITNESS;  Yes. 
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Q.  To  whom  was  the  $35,000  paid?  A.  This  statement  does 
not  give  the  name. 

Q.  Was  that  paid  to  Mrs.  Harper  ?  A.  No,  it  went  to  the 
brothers  and  sisters. 

Q.  Did  it  go  to  the  brothers  and  sisters  ?     A.  So  I  understand. 

Q.  Did  it  go  to  anyone  connected  with  the  Association  ?  A. 
No,  sir,  independent  of  the  payment  made  to  Mr.  Bumham. 

Q.  Of  course  all  these  paynaents  you  have  mentioned  are  inde- 
pendent of  the  amounts  paid  to  Mr.  Burnham  or  to  the  Associa- 
tion under  the  legacy?     A.  Yes,  sir. 

Q.  Do  you  know  Mr.  Brockway  ?     A.  I  do. 

Q.  What  is  his  relation  to  the  Society  or  company?  A.  He 
is  a  director. 

Q.  How  long  has  be  been  a  director?  A.  Well,  I  was  first 
elected  a  director  in  1896.  He  was  a  director  then,  and  my 
impression  is  that  he  was  elected  a  director  some  time  in  1895, 
during  the  latter  part  of  1895  I  was  not  connedted  with  the 
Association. 

,Q.  Has  he  been  an  officer  of  the  company?  A.  Only  as  he 
has  been  employed  by  the  company. 

Q.  For  how  long  a  time  has  he  been  employed?  A.  He  was 
employed  from  some  time  in  March,  I  think  it  was  1898,  in 
the  fall  of  that  year. 

Q.  At  what  salary?  A.  He  was  on  the  pay  roll  for  part  of 
that  time,  for  three  hundred  dollars  a  week  and  the  balance  at 
two  hundred.     I  think  the  change  was  made  in  June. 

Q.  What. year?     A.  1898. 

Q.  What  services  were  rendered  for  that  payment  ?  A.  I  don't 
know  what  special  services  were  rendered.  I  know  that  the  order 
came  to  me — I  had  just  been  placed  upon  the  Executive  Com- 
mittee— signed  by  the  chairman,  Mr.  Burnham,  with  the  state- 
ment that  in  view  of  Mr.  Wooster's  sickness,  who  had  had  charge 
of  the  company's  real  estate  and  building,  and  the  demands  that 
were  made  upon  the  officers  by  the  reapportionment  of  rates  which 
were  brought  up  to  attained  age,  the  executive  committee  wanted 
^Ir.  Brockway's  time  at  their  command  to  do  such  work 
as  Mr.  Wooster  had  been  doing,  &c.,  and  had  placed  him  on  the 
payroll  for  that  amount.     And  I  joined  with  him  in  signing  it. 

Q.  Is  that  all  you  know  about  it  ?  A.  I  presume  his  time  waa 
at  their  disposal. 
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MR.  HUGHES:  Will  you  step  aside  for  a  moment^  and  let 
Mr.  Broekway  take  the  stand. 

MOEAOE  H.  BEOCKWAY,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  ME.  HUGHES : 

Q.  Mr.  Broekway  you  reside  in  the  City  of  New  York?  A. 
Yes,  sir. 

Q.  What  is  your  business?    A.  Hotel  proprietor. 

Q.  Proprietor  of  the  Ashland  House?    A.  Yea,  sir. 

Q.  How  long  have  you  been  in  that  business?  A.  39  years, 
in  this  city? 

Q.  Yes.    A.  39  years. 

Q.  During  that  time  have  you  been  in  any  other  position  than 
the  hotel  business?  A.  Yes,  I  have  been  connected  with  a  num- 
ber of  institutions. 

Q.  How  long  have  you  been  connected  with  the  Mutual  Ee- 
serve?    A.  I  think  about  ten  years. 

Q.  Who  requested  you  first  to  become  connected  with  it?  A. 
Mr.  Burnham. 

Q.  Frederick  A.  Burnham?    A.  Yes. 

Q.  Were  you  a  policyholder  in  the  institution  at  that  time? 
A.  I  was. 

Q.  For  what  amount?  A.  l^ow,  I  don't  know  whether  I  took 
a  policy  out  at  that  time  or  not,  I  would  not  say  positively  that  I 
did  or  not,  whether  I  had  a  policy — but  if  I  didn't,  I  took  one  out. 

Q.  Well,  is  it  not  a  fact  that  you  took  one  out?  A.  I  think 
that  is  so. 

Q.  Previous  to  the  time  you  had  an  interview  with  Mr.  Burn- 
ham about  becoming  a  director  you  had  not  been  a  member  of  the 
Society?    A.  No,  I  think  not. 

Q.  What  did  Mr.  Burnham  say  to  you  to  induce  you  to  become 
a  director?  A.  He  told  me  if  I  would  take  out  a  policy  in  the 
company  he  would  make  me  one  of  the  directors. 

Q.  What  advantage  was  that  to  him  or  to  you  ?  A.  It  carried 
a  salary,  I  suppose,  with  it. 

Q.  Did  it  carry  a  salary  with  it?    A.  Yes. 

Q.  What  salary?  A.  Well,  a  part  of  the  time  $10  a  week  and 
other  parts  $20  a  week. 

Q.  Do  you  mean  for  attending  directors'  meetings?  A.  Yes, 
sir. 
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Q.  Did  the  directors  meet  every  week?    A.  Yes,  wc. 

Q.  And  did  they  get  ten  dollars  every  time  they  met?  A. 
Y'es,  sir. 

Q.  Suppose  a  man  was  not  there,  what  became  of  his  $10,  did 
those  who  were  there  get  it?  A.  No,  if  I  sent  in  a  reasonable 
excuse  I  got  it,  if  I  was  sick  or  out  of  town  I  got  my  fee. 

Q.  You  got  the  $10  just  the  same  ?    A.  Ten  or  twenty. 

Q.  During  what  part  of  the  time  was  it  $10?  A.  I  could  not 
tell  you. 

Q.  For  how  many  years  after  you  became  director,  approxi- 
mately?    A.  Well,  I  could  not  remember. 

Q.  A  year  or  two?    A.  I  should  think  so, 

Q.  Then  it  became  $20  ?    A.  Yes,  sir. 

Q.  You  say  if  you  sent  in  a  reasonable  excuse.  Suppose  you 
were  out  of  the  city  so  you  could  not  attend  the  meeting,  would 
you  still  get  your  director's  fee?  A.  If  I  sent  back  a  telegram 
or  letter  I  got  my  director's  fee. 

Q.  In  what  case  would  a  director  fail  to  get  the  $20?  A.  I 
was  off  at  one  time  for  a  while  and  I  did  not  get  my  fee  while  I 
was  uway,  some  two  or  three  months. 

Q.  Well,  how  did  that  happen,  if  you  had  a  good  excuse  for 
not  being  there  ?    A.  Well,  I  was  away  so  long. 

Q.  This  applied  then  to  temporary  absences?  A.  Yes,  that  I 
believe  to  be  a  fact,  I  could  not  testify  for  certain,  but  I  believe 
that  to  be  a  fact. 

Q.  Supposing  a  man  did  not  get  his  fee,  was  it  divided  among 
the  other  members?    A.  Not  to  my  knowledge. 

Q.  Not  to  your  knowledge?    A.  No. 

Q.  Were  these  stated  meetings  of  the  Association,  of  the 
directors  of  the  association?    A.  Yes. 

Q.  Did  you  in  addition  have  special  meetings?  A.  No  — 
well  I  think  on  one  or  two  occasions  there  was  a  special  meeting. 

Q.  But  as  a  rule  you  only  had  the  regular  weekly  meeting? 
A.  Yes. 

Q.  How  many  directors  were  there?    A.  TwelVe,  I  think. 

Q.  And  they  attended  with  fair  regularity,  I  suppose?     A. 
Well,  fairly,  yes. 

Q.  Now  apart  from  the  $20  a  week,  first  $10  and  then  $20 
paid  as  director's  fees,  what  was  the  advantage  in  being  a  director  ? 
A.  I  don't  quite  understand  the  question. 

Q.  What  was  the  inducement  to  you  to  become  a  director? 
A.  I  do  not  understand 
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Q.  Apart  from  the  fees  of  the  directors,  what  inducement 
was  held  out  to  you  to  become  a  director?  A. Well,  there  was  no 
inducement  held  out  to  m.e. 

Q.  You  simply  went  in  at  Mr.  Burnham's  request?     A.  Yes. 

Q.  And  what  policies  did  you  take?  A.  Well,  I  took  out,  I 
think,  either  three  or  four  policies. 

Q.  Aggregating  what  amount?  A.  I  should  say  in  all  perhaps 
$6,000  more  or  less. 

Q.  Did  you  get  any  commissions  on  them?    A.  ITo. 

Q.  Or  any  return  against  your  premium?    A.  No,  sir. 

Q.  Do  you  remember  a  time  when  you  were  put  on  a  salary? 
A.  Yes. 

Q.  When  was  that?  A.  Mr.  Eldridge  just  stated  here.  I 
haven't  it  from  memory  (referring  to  paper)  March  23d,  1898. 

Q.  For  how  long?    A.  Well,  less  than  a  year. 

Q.  ISTine  or  ten  months?    A.  Perhaps  so. 

Q.  What  was  the  occasion  of  that?  A.  Well  Mr.  — the  execu- 
tive committee  put  me  on  the  payroll  at  $300  a  week.  Mr. 
Wooster  at  the  time  was  not  well. 

Q.  George  H.  Wooster?  A.  Yes,  and  I  was  to  assume  his 
duties  or  anything  that  I  might  be  called  upon  to  do. 

Q.  What  did  you  do  as  a  matter  of  fact?  A.  Well,  I  used 
to  —  with  Mr.  Wooster  do  you  mean  ? 

Q.  'No,  what  did  you  do'  for  the  $300  a  week  —  was  it  $300 
a  week?  A.  It  was  $300  a  week,  yes,  for  about  ten  or  eleven 
months.    I  done  everything  I  was  asked  to  do. 

Q.  What  were  you  asked  to  do?  A.  Well,  I  was  asked  on 
one  or  two  occasions  to  look  over  sonic  changes  made  in  the 
building. 

Q.  Alterations  in  the  building?  A.  Yes,  then  I  was  asked 
to  look  over  with  Mr.  Wooster  some  loans  that  were  being  made 
on  some  real  estate,  which  I  did. 

Q.  Yes,  what  else?  A.  Then  the  uptown  policyholders,  quite 
a  good  many  of  them  were  referred  to  me  to  know  whether  I 
thought  the  company  was  safe  and  everything  was  all  right.  I 
had  quite  a  number  coming  in  to  see  me. 

Q.  That  had  been  so  for  quite  some  time,  since  you  became 
a  director?  A.  Well,  I  did  not  take  so  much  interest  in  it  as 
I  did  afterwards. 

Q.  Why  did  you  cease  this  work  when  the  eleven  months  were 
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up  ?  A.  I  told  Mr.  Burnham,  said  I,  I  don't  think  I  am  earaiiig 
my  salary  and  I  wish  you  would  discontinue  it. 

Q.  You  did  not  think  really  it  was  proper  for  the  company 
to  pay  you  that  amount?    A.  l^o. 

Q.  You  had  loaned  some  money  to  Mr.  Burnham,  hadn't  you  ? 
A.  I  gave  him  some  money. 

Q.  You  gave  him  some  money  ?    A.  Yes. 

Q.  When  did  you  give  him  some  money?  A.  Well,  I  should 
say  about  two  months,  perhaps,  after  I  had  been  put  on  the  pay 
roll. 

Q.  And  what  amounts  of  money  did  you  give  him?     A.  $6,000. 

Q.  What  did  you  give  it  to  him  for?  A.  Because  he  said  he 
wanted  it. 

Q.  What  did  he  suy  he  wanted  it  for  ?  A.  Well,  he  said,  "  You 
are  getting  a  good  salary  here,  and  I  want  to  use  some  money," 
and  I  said,  "  How  much  do  you  want,"  and  he  says,  "  I  want  six 
thousand  dollars." 

Q.  You  went  on  that  pay  roll  about  May,  1898  ?  A.  I  suppose 
so. 

Q.  Or  was  that  the  date  ? 

MR  ELDEIDGE:  March,  1898. 

Q.  March,  1898  ?     A.  Yes. 

Q.  And  during  all  that  time  you  were  getting  three  hundred 
dollars  a  week  you  got  yaur  director's  fee  in  addition  ?     A.  Yes.     ' 

Q.  And  about  two  months  after  you  went  on  the  pay  roll  Mr. 
Burnham  said  he  wanted  six  thousand  dollars  ?     A.  Yes   sir. 

Q.  Did  he  give  you  a  note  for  it  ?     A.  He  did  not,  sir. 

Q.  Did  he  give  you  any  obligation  for  it  ?     A.  No,  sir. 
^  Q.  Did  he  tell  you  he  was  going  to  pay.it  back  to  you?     A.  No, 
sir. 

Q.  Did  he  ever  pay  it  back  to  you  ?     A.  No. 

Q.  Did  you  ever  ask  him  for  it?  A.  I  don't  think  I  did,  be- 
cause he  said  he  wanted  me  to  give  it  to  him. 

Q.  He  said  he  wanted  it  given  to  him  outright  ?     A.  Yes  he 

said  I  was  on  a  good  salary 

Q.  Did  you  demur  to  that  ?  A  No,  I  was  making  plenty  of 
money  and  getting  a  good  salary,  so  I  gave  it  to  him. 

Q.  Well  did  Mr.  Burnham  give  any  other  reason  for  this  than 
that  you  were  getting  a  good  salary  from  the  company?  A.  He 
did  not. 
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Q.  Didn't  you  tell  him  you  did  not  see  why  that  was  any  reason 
for  you  giving  him  six  thousand  dollars?     A.  No,  I  did  not. 

Q.  Did  you  think  it  was  a  good  reason  ?  A.  I  don't  understand 
yoii. 

Q.  Did  you  think  the  fact  that  you  were  getting  a  good  salary 
J'rojn  the  company  was  any  reason  why  you  should  give  Mr.  Bum- 
ham  six  thousand  dollars?    A.  Well,  not  in  particular. 

Q.  Why  didn't  you  tell  him  so  ?  A.  Well,  he  was  a  pretty  good 
fellow. 

Q.  He  was  a  good  fellow,  and  you  thought  it  was  good  fellow- 
ship in  him  to  let  you  have  this  salary  ?    A.  Yes. 

Q.  And  you  thought  turn  about  was  fair  play  ?    A.  Yes. 

Q.  And  you  might  as  well  give  him  some  of  it?    A.  Yes,  sir. 

Q.  Did  he  tell  you  he  was  having  a  hard  time  with  the  Insurance 
Department  at  about  that  time  ?    A.  No,  sir. 

Q.  Did  you  get  sufficiently  conversant  with  the  affairs  of  the 
company  at  that  time  to  know  what  was  happening  with  the  de- 
partment?   A.  ISo. 

Q.  Did  you  hear  the  company  was  under  examination?  A.  I 
don't  remember  at  that  time.  I  know  they  are  examined  every 
year  or  two,  two  or  three  years. 

Q.  Did  you  hear  that  charges  had  been  made  against  the  manage- 
ment?    A.  By  whom? 

Q.  By  any  one  ?    A.  Oh,  well,  I  knew  that  there  was  trouble. 

Q.  At  that  time  ?    A.  Yes. 

Q.  Who  was  making  trouble?  A.  I  do  not  remember  at  that 
particular  time. 

Q.  Did  you  get  any  money  from  the  company  in  1899,  after 
the  early  part  of  the  year?     A.  I  don't  remember. 

Q.  Did  you  give  Mr.  Burnham  any  money  in  1899?  A.  You 
mean  aside  from  this  six  thousand  dollars? 

Q.  Yes.     A.  ISTo,  sir. 

Q.  That  is  all  you  ever  gave  him?     A.  Yes. 

Q.  Did  he  ever  borrow  any  money  from  you  apart  from  that? 
A.  No. 

Q.  That  is  the  only  transaction  you  ever  had  with  him?  A. 
Yes. 

Q.  How  did  you  give  this  money  to  Mr.  Burnham,  in  check? 
A.  No,  sir,  in  cash. 

Q.  In  currency?     A.  Yes. 

Q.  Who  requested  that  if  anybody  ?     A.  He  requested  it 
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Q.  He  asked  that?     A.  Yes. 

Q.  Did  he  state  why  there  was  any  s-pecial  reason  that  he  should 
have  it  in  currency?     A.  He  did  not. 

Q.  Did  you  not  tell  him  that  you  had  not  got  much  froji  llic 
company  so  far,  that  you  had  only  a  couple  of  months  of  salary? 
A.  ^o,  I  don't  remember  telling  him  that. 

Q.  Well,  that  was  the  fact,  was  it  not?     A.  Yes,  sir. 

Q.  You  had  only  had  about  eight  weelss  of  three  hundred 
dollars  a  week  when  he  struck  you  for  six  thousand?  A.  Yes, 
I  was  steady  on  the  payroll. 

Q.  How  did  you  know  that  you  were  going  to  be  steady  on 
it?     A.  I  did  not. 

Q.  Did  you  have  any  talk  with  him  about  it?     A.  ISTo,  sir. 

Q.  Did  he  tell  you  that  he  would  keep  you  on  the  payroll? 
A.  IS'o. 

Q.  You  believed  that  he  would?     A.  Yes,  sir. 

Q.  !N'ow,  apart  from  these  matters  that  you  have  mentioned 
did  you  do  any  work  for  the  company?  A.  Well,  I  did  every- 
thing I  was  asked  and  nothing  more  than  what  I  have  told  you. 

Q.  Nothing  more  than  what  you  were  told?  A.  JSTothing  move 
than  I  have  told  you.  I  did  go  and  examine  some  property  up 
town  on  two  or  three  occasions,  and  examined  some  plans  vrith 
Mr.  Wooster  on  some  loans  he  made,  and  so  forth. 

Q.  How  much  time  did  that  take  you?  A.  Well,  not  very 
much. 

Q.  More  a  matter  of  judgment  than  anything  else?  A.  Yes, 
sir. 

Q.  You  gave  your  judgment  as  a  director  when  you  were  asked 
for  it,  did  you  not?     A.  Yes. 

Q.  You  have  always  done  that?     A.  Yes,  sir. 

Q.  Have  you  been  asked  for  such  advice  ?     A.  Yes,  sir. 

Q.  After  you  were  taken  oif  the  payroll?     A.  Yes,  sir, 

Q.  And  before  you  were  put  on  it?     A.  No,  sir. 

Q.  With  regard  to  telling  policyholders  it  was  a  good  company 
and  sound  and  all  that,  that  is  a  matter  that  has  come  up  from  time 
to  time  while  you  were  a  director  and  not  on  the  payioU?  A. 
Yes,  sir — ^how  is  that? 

Q.  While  you  were  a  director  and  not  while  you  were  on  tljo 
payroll  ?     A.  That  I  could  not  say,  the  earlier  part. 

Q.  I  understand  that  after  you  gave  Mr.  Bumham  (.his  six 
thousand  dollars  you  never  had  any  talk  with  him  about  it  ?  A. 
No,  sir. 
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Q.  Was  the  subject  ever  mentioned  between  you?  A.  It  was 
not, 

Q.  Did  you  ever  get  any  part  of  it  back,  any  way,  directly  or 
indirectly,  except  out"  of  your  salary  ?     A.  No. 

Q.  And  the  twenty  dollars  a  week  remuneration  for  attending 
directors'  meetings  has  continued  down  to  the  present  time?  A. 
Yes. 

Q.  You  are  still  a  director,  are  you  not,  Mr.  Brockway.  A. 
Yes. 

Q.  How  often  does  the  Board  meet  now?     A.  Every  week. 

Q.  That  has  been  the  practice  for  years  ?     A.  Always. 

Q.  Was  this  six  thousand  dollars  your  own  money?  A.  It 
was. 

Q.  You  did  not  get  it  from  anybody  else?     A.  No,  sir. 

BY  MR.  WEMPLE: 

Q.  You  collected  in  salary  altogether  about  twelve  thousand 
dollars  then  ?     A.  I  have  not  figured  it  up,  I  don't  know. 
Q.  About  ten  months  at  twelve  hundred  dollars  a  month 

ME.  ELDEIDGE:  That  was  reduced. 

THE  WITNESS:  That  is  twenty  dollars  a  week 


ME.  HUGHES:  That  is  the  directors'  fees.  He  is  talking  of 
the  salary,  three  hundred  dollars  a  week. 

Q.  Three  hundred  dollars  a  week,  you  say,  for  about  ten 
months?  A.  Tliat  I  think  Mr.  Eldridge  can  tell  you  exactly, 
how  much  I  got. 

BY  ME.  HUGHES: 

Q.  Mr.  Eldridge  brings  to  my  attention  the  fact  that  your  com- 
pensation was  reduced  from  three  hundred  dollars  to  two  hundred 
dollars  per  week  in  June,  1898  ?     A.  Yes. 

Q.  Do  you  remember  that?      A.  Yes. 

Q.  So  it  ran  at  three  hundred  dollars  a  week  for  a  time  and 
then  at  two  hundred  dollars  a  week  ?     A.  Yes. 

Q.  How  long  did  it  remain  at  two  hundred  dollars  a  week  ? 
A.  I  don't  remember. 

BY  ME.  COX: 

Q.  It  would  appear  from  that  that  it  v?as  reduced  to  two 
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hundred  dollars  a  week  very  shortly  after  you  paid  the  six  thou 
sand  dollars,  is  that  so  ?     A.  I  don't  remember  exactly. 

BY  ME.  WEMPLE: 

Q.  You  got  your  six  thousand  dollars  back,  anyhow,  didn't 
you?     A.  Yes,  sir. 

BY  MR  HUGHES: 

Q.  At  the  rate  of  two  hundred  dollars  a  week  —  you  were 
paid  at  the  rate  of  some  two  hundred  dollars  a  week  for  at  least 
nine  months  ?  A.  I  think  I  got  back  about  sixty-five  hundred , 
dollars. 

Q.  In  what  way,  in  addition  to  the  six  thousand?  A.  Oh,  no, 
I  think 

Q.  So  it  ran  long  enough  to  pay  you  the  six  thousand  dollars, 
about  five  hundred  dollars  in  addition?     A.  Yes. 

Q.  And  then  stopped?     A.  And  then  stopped. 

Q.  And  the  five  hundred  dollars  was  practically  interest  upon 
the  six  thousand?     A.  I  don't  know  what  you  would  call  it. 

Q,  Well,  that  is  the  way  you  regarded  it,  was  it  not?  A.  Oh, 
yes,  put  it  that  way,  if  you  like. 

Q.  ISTow,  I  wish  you  would  state  just  all  that  was  said  be- 
tween you  and  Mr.  Burnham,  .when  he  asked  you  for  that  six 
thousand  dollars,  just  give  me  the  whole  business.  A.  Well,  I 
have  stated  it  to  you  once.  He  said  to  me,  called  me  in  his 
ofiice  and  said,  "  Mr.  Brockway,  I  want  six  thousand  dollars." 
He  says,  "  I  am  a  little  short  of  funds  just  now,"  and  he  said, 
"  I  want  to  use  six  thousand  dollars.  You  are  getting  a  good 
salary  here,  and  I  want  you  to  give  me  six  thousand  dollars," 
and  I  got  six  thousand  dollars  and  gave  it  to  him  in  bills.  That 
is  according  to  the  best  of  my  recollection. 

Q.  And  did  he  tell  you  at  that  time  he  did  not  want  to  be 
responsible  for  it  himself?  A.  ISTo,  he  wanted  me  to  give  it  to 
him,  and  I  gave  it  to  him. 

Q.  What  did  he  say  that  indicated  he  wanted  a  gift?  A. 
(No  reply.) 

Q.  Ordinarily,  if  a  man  asked  you  for  six  thousand  dollars 
you  would  think  he  wanted  to  borrow  the  money,  would  you 
not?     A.  No,  he  said  he  wanted  me  to  give  it  to  him. 

Q.  And  you  have  kept  sufficient  track  of  the  moneys  that  you 
got  back  from  jour  salary,   exclusive   of  your  director's  fees, 
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to  say  that  you  got  that  back,  and  about  five  hundred  dollar; 
additional?  A.  I  would  not  have  known  that  even  if  I  htui 
not  asked  at  the  office  a  few  days  ago,  because  I  kept  no  trtick 
of  it. 

Q.  And  you  have  no  idea  what  he  wanted  it  for  ?    A.     No. 

BY  MR.  WEMPLE : 

Q.  Was  there  anything  said  about  wanting  to  borrow  the  six 
thousand  dollars  at  the  time  you  became  a  director  ?    A.  No. 

BY  MR.  HUGHES : 

Q.  Did  you  owe  Mr.  Bumham  anything  ?    A.  ISTo,  sir. 

Q.  Were  not  indebted  to  him  in  any  way  ?    A.  ISTo. 

Q.  No  reason  why  you  should  give  him  any  money  ?    A.  ISTo. 

Q.  Mr.  Eldridge  suggests  that  you  were  taken  ill,  and  that  is 
the  reason  you  went  off  the  pay  roll,  do  you  remember  anything 
about  that  ?    A.  Yes,  I  was  taken  ill. 

Q.  When  were  you  taken  ill?  A.  I  could  not  remember  the 
date.  I  was  taken  ill  and  went  out  through  Colorado,  I  don't 
remember  the  date. 

Q.  Were  you  then  on  the  payroll  while  you  were  out  there? 
A.  I  could  not  say  whether  I  was  or  not. 

MR.  HUGHES :  That  is  all.  I  would  like  to  have  a  state- 
ment from  the  payroll  of  the  amounts  and  the  dates  in  which 
and  at  which  Mr.  Brockway  was  paid.  Now,  Mr.  Eldridge,  will 
you  resume. 

GEORGE  D.  ELDRIDGE,  resumed. 

BY  MR.  HUGHES: 

Q.  Do  you  know  anything  about  the  reason  for  this  advance 
of  money  by  Mr.  Brockway  to  Mr.  Burnham?  A.  The  testi- 
mony that  I  have  given  covers  everything  that  I  knew  in 
reference  to  this  matter  of  Mr.  Brockway  being  put  upon  the 
payroll  until  August,  1904.  It  has  been  charged  by  certain 
officers  that  money  was  obtained  by  Mr.  Burnham  in  con- 
nection VTith  troubles  with  the  Insurance  Department.  I 
asked  Mr.  Bumham  at  that  time  if  it  was  true,  and  he  denied 
it  absolutely  to  me.  On  other  occasions  when  the  charge 
was  repeated  I  discussed  the  matter  further  with  him,  and  he 
stated  that  tber-^  was  nothing  in  it.     The  matter  was  referred 
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to  ill  the  Canadian  investigation  last  year,  and  I  gave  the 
same  testimony  that  I  have  given  at  the  present  time.  Suc- 
ceeding, after  that  investigation,  I  went  to  Europe  for  business 
for  the  company  and  met  Mr.  Burnham  in  Paris.  There  the 
matter  came  up  naturally  again,  and  Mr.  Burnham  then  told 
me  that  he  received  six  thousand  dollars  from  Mr.  Brockway, 
and  that  he  used  it  in  connection  with  Mr.  Hilary  Bell,  man- 
ager of  the  advertising  and  publicity  department  of  the  company, 
in  connection  with  the  matter  of  the  reapportionment.  Mr.  Bell 
used  it  to  obtain  articles,  and  writers  to  help  shape  public  opinion 
in  connection  with  that  reapportionment.  That  Mr.  Burnham 
told  me  in  Paris  last  August.  , 

Q.  Were  you  on  the  Executive  Committee  ?     A.  I  was. 

Q.  When  were  you  on  the  Exec\itive  Committee?  A.  I  was 
placed  on  the  Executive  Committee — I  went  on  the  Executive 
Committee  in  the  last  part  of  1897,  I  think,  when  Mr.  Wells  went 
to  Europe.     Mr.  Wells  went  to  Europe  some  time  in  1897. 

Q.  Then  you  were  on  the  Executive  Committee  in  1898  and 
1899?     A.  I  was. 

Q.  During  that  time  did  you  learn  that  Mr.  Brockway  had  given 
Mr.  Burnham  six  thousand  dollars  ?  A.  I  did  not,  I  did  not 
know  it. 

Q.  When  did  you  first  hear  that  such  a  payment  had  been  made 
to  Mr.  Burnham  by  Mr.  Brockway  ?  A.  I  heard  the  charge  in 
1899,  when  it  was  included  in  the  charges  that  were  then  made 
before  the  Insurance  Department  by  Mr.  Wells  and  Mr.  Steven- 
son.   That  was  the  first  that  I  ever  heard  of  it. 

Q.  Did  Mr.  Biirnham  at  that  time  tell  you  that  he  had  given  it 
to  Mr.  Bell  ?  A.  He  did  not  He  did  not  tell  me  that  he  received 
it.  The  charge  then  was  that  Mr.  Burnham  borrowed  the  money 
from  Mr.  Brockway,  and  I  awked  Mr.  Burnham  in  regard  to  it  aaid 
he  denied  having  borrowed  from  Mr.  Brockway. 

Q.  Did  he  give  any  other  explanation  ?  A.  He  did  not  at  that 
time. 

Q.  Did  you  ask  any  other  explanation?    A.  ISTo. 

Q.  Did  he  claim  that  this  money  he  had  received  from  Mr. 
Brockway  had  been  used  for  the  company  ?  A.  He  did  not  tell 
me  he  had  received  any  money  from  Mr.  Brockway. 

Q.  Had  he  made  no  statement  regarding  it  ?  A.  He  had  made 
no  statement  regarding  it  excepting  denying  that  he  had  borrowed 
money  from  Mr.  Brockway  as  charged  by  Mr.  Wells  and  Mr. 
Stevenson. 
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Q.  When  was  the  next  conversation  you  had  with  Mr.  Burnham 
about  it?  A.  Well,  I  do  not  recall  when  the  next  conversation 
\\'as.  It  was  several  times  charged  in  the  press  and  at  different 
limes  and  undoubtedly  we  discussed  the  question,  hut  after  the 
denial  that  Mr.  Burnham  had  made  that  he  had  borrowed  the 
money,  I  rested  upon  that  statement 

Q.  And  he  rested  upon  it  ?    A.  Yes. 

Q.  And  you  got  no  further  information  until  the  summer  of 
1904?     A.  1904. 

Q.  And  how  did  the  matter  happen  to  come  up  then  ?  A.  I  had 
tlien  gone  over  to  Europe  from  the  investigation  in  Canada  and  we 
naturally  went  over  the  various  points  in  the  Canadian  matter  and 
he  then  stated  to  me  that  he  did  receive  $6,000  from  Mr.  Brock- 
way,  and  that  he  passed  it  to  Mr.  Bell,  for  uses  which  had  already 
been  discussed  at  times  between  Mr.  Bell  and  the  Executive 
Committee. 

Q.  Did  you  ask  him  why  he  had  never  said  that  Hef ore  ?  A. 
I  don't  recall  that  I  asked  him  in  those  words,  no. 

Q.  Were  you  not  surprised  to  learn  for  the  first  time  in  1904, 
what  had  been  done  with  that  money  ?  A.  Well,  it  was  the  first 
time  I  had  known  that  there  was  any  money. 

Q.  And  this  talk  that  you  had  with  Mr.  Burnham  was  that  the 
money  had  been  used  for  the  purposes  of  the  Association  ?  A.  Yes, 
sir. 

Q.  Why  should  not  the  Association  pay  its  bills  of  that  sort 
directly?  A.  Well,  the  circumstances  were  these.  Mr.  Bell, 
who  was  a  newspaper  man  and  largely  acquainted  with  news- 
paper men  all  over  through  the  country,  came  to  us  at  the 
time  that  the  reapportionment  was  made  and  wanted  $5,000  or 
$6,000  placed  at  his  disposal  for  use  for  publicity  purposes,  that 
he  could  use,  not  through  bills  rendered  to  the  association,  but 
on  the  ground  that  he  could  obtain  better  service  and  obtain 
the  help  of  men  whom  he  could  not  obtain  in  the  employ  of  the 
company,  as  a  personal  matter.  That  question  was  discussed 
between  Mr.  Burnham,  myself  and  Mr.  Bell  in  several  inter- 
views, and  I  gave  my  assent  to  Mr.  Burnham,  we  two  being 
members  of  the  Executive  Committee,  using  from  the  dues  or 
ex]>enses  that  amount  of  money  if  in  his  opinion  it  was  desirable. 

Q.  What  amount  of  money?    A.  $5,000  or  $6,000. 

Q.  When  was  this  ?  A.  The  latter  part  of  January  or  early 
]iait  of  February,  1898,  at  the  time  we  raised  the  assessment  tO 
attained  age. 
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Q.  And  did  you  suppose  the  money  was  being  used?  A.  T 
knew — I  understood  from  Mr.  Bell  that  he  received  the  money. 

Q.  You  did  not  know  how  he  received  it?  A.  I  did  not  ask 
liim  how  he  had  received  it.  The  way  the  matter  caE}.e  lip  was  this, 
during  the  summer  there  were  very  severe  attacks  upon  the  com- 
pany and  I  called  in  Mr.  Bell  to  know  if  something  could  not  be 
done  to  mitigate  those  attacks  or  something,  and  he  stated  to  me 
he  had  received  the  money  from  Mr.  Burnham  that  we  had  agreed 
upon  and  he  was  using  the  money  in  the  way  we  agreed  upon 
and  he  was  doing  the  very  best  he  could. 

Q.  When  did  he  say  that  to  you?     A.  In  the  summer  of  1898. 

Q.  Did  you  know  to  what  account  those  moneys  were  charged  ? 
A.  No,  I  did  not.  I  supposed,  of  course,  they  were  charged  to 
the  advertising  account. 

Q.  You  did  not  know  any  reason  why  they  should  not  be  put  into 
the  advertising  account  ?  A.  Only  the  matter  of  Mr.  Bell's  want- 
ing to  disburse  them  personally  because  he  could  obtain  the  ser- 
vices of  men  that  he  could  not  by  rendering  the  bills  to  the  com- 
pany. 

Q.  Yes,  but  there  have  been  a  number  of  items  of  that  kind  ii. 
your  advertising  account  ?  A.  Well,  I  don't  think  they  really 
were  done  that  way. 

Q.  You  really  supposed  this  was  in  the  advertising  account? 
A.  Yes. 

Q.  And  it  was  not  so  exceptional  that  it  raised  any  protest 
on  your  part  ?  A.  Well,  the  expenditures  of  the  money  certainly 
would  not  have  raised  any  protest  on  my  part  because  I  shoiild 
have  regarded  it  as  good  biasiness  to  have  done  so. 

Q.  Do  you  know  now  as  a  matter  of  fact  that  the  amounts  paid 
to  Mr.  Bell  were  not  charged  to  the  advertising  account?  A. 
They  appear  not  to  have  been. 

Q.  Did  you  look  that  up  ?  A.  Yes,  I  have  made  an  examina- 
tion. 

Q.  When  did  you  look  that  up?  A.  After  I  came  back  from 
Europe  early  in  the  spring. 

Q.  I  will  ask  you  if  you  testified  as  follows  before  the  Senate 
Committee  in  Canada,  page  99 — pardon  me,  that  is  not  your  testi- 
mony?    A.  No. 

Q.  Did  you  testify  on  this  subject  at  all  in  Canada  ?     A.  I  did. 

Q.  Can  you  refer  me  to  the  point  in  the  testimony?  A.  If 
you  will  allow  me  to  confer  with  Mr.  Tyng  I  will  see  if  we  can 
find  it. 
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Q.  Have  you  a  statement  of  your  legal  expenses  classified  ac- 
Rordiug  to  years  ? 

ME.  TYNG:  Here  it  is,  Mr.  Hughes. 

ME-  HUGHES :  These  are  not  totalled. 

ME.  TYNG:  No. 

Q.  Was  there  a  man  connected  with  your  company  at  any  time 
by  the  name  of  Patterson,  an  actuary?  A.  There  was  a  man 
connected  with  our  company  by  the  name  of  Patterson. 

Q.  J.  Thompson  Patterson  ?    A.  Yes,  sir. 

Q.  For  how  long?  A.  Well,  he  was  connected  with  the  com- 
pany before  I  went  there  and  I  don't  know  how  long  he  was.  He 
was  not  connected  at  the  time  I  think  that  I  went  there,  but 
that  summer  or  fall  resumed  his  connection,  and  my  impression 
is  that  he  was  there  until  some  time  in  1897. 

Q.  What  were  the  circumstances  under  which  he  severed  hisj 
connection  with  the  company?  A.  He  was  holding  the  position 
of  so-called  corresponding  secretary  and  was  discontinued  from 
that  and  was  placed  in  the  agents'  department  for  a  time  at  a 
guarantee  of  the  same  amount  he  was  receiving  as  salary,  and 
that  guarantee  was  subsequently  withdrawn,  after  which  he 
served  a  short  time  on  commission  and  then  withdrew  as  1 
remember  it. 

Q.  Did  he  make  charges  against  the  management?  A.  He 
did. 

Q.  Did  the  company  or  any  officer  of  the  company  bring  libel 
proceedings  against  him,  proceedings  for  libel  against  him?  A. 
The  company  did,  yes. 

Q.  It  was  the  company,  was  it  ?  A.  I  think  the  company  did, 
and  I  believe  Mr.  Burnham  and  I  did,  too. 

Q.  What  became  of  those  suits  ?  A.  We  first  had  the  matter 
heard  before  a  magistrate  who  discharged  him. 

Q.  Were  they  proceedings  for  criminal  libel?  A.  That  was 
the  criminal  libel.  As  I  recall,  the  first  was  criminal  libel,  and 
he  was  discharged.  We  then  went  before  the  Grand  Jury  and 
he  was  indicted. 

Q.  What  followed  that?  A.  He  began  suit  against  the  Asso- 
ciation and  I  think  Mr.  Burnham  and  myself  for  damages  for 
faV:)^  arrest,  and  my  impression  is  that  we  began  suit  against  him, 
the  Association  and  ourselves,  for  civil  libel,  but  I  am  not  abso- 
luiely  certain  on  that  point. 


3196  Legislative  Insurance  Investigation. 


Q.  How  was  the  matter  finally  disposed  of?  A.  The  matter 
was  read  for  trial,  our  attorney  being  Colonel  James,  of  James, 
Elkus  &  Schell  or  James,  Schell  &  Elkus.  Ool.  James  went 
south  after  a  somewhat  prolonged  service  in  the  courts  here 
in  a  case  that  took  quite  a  long  time,  to  rest  preparatory  to  the 
expectation  of  trying  the  case,  and  was  taken  with  pneumonia 
there  and  died.  That,  through  the  necessity  of  substituting 
an  attorney,  carried  the  case  late  into  the  sximmer  and  finally 
over  into  the  fall.  In  the  meantime  Mt.  Patterson  had  dis- 
continued the  publication  of  the  Journal  which  had  libeled  this 
company  and  the  necessity  resting  upon  us  of  supplying  Col. 
James'  place  giving  an  attorney  the  means  of  getting  ac- 
quainted with  the  case,  negotiations  were  had  I  think  between 
the  representatives  of  Col.  James'  firm  and  Mr.  Patterson's  at- 
torneys and  one  of  the  District  Attorneys  came  to  our  office, 
or  else  wrote,  I  forget  which,  stating  that  Mr.  Patterson's  at- 
torney had  given  to  him  an  assurance  that  Mr.  Patterson  hail 
given  up  the  papers  and  would  not  begin  its  republication  and 
asking  if  we  would  permit  in  a  general  settlement  the  criminal 
case  to  be  dismissed.  We  consented  to  it  on  that  ground  and 
there  was  a  final  settlement  and  withdrawal  of  all  the  cases 
npon  the  agreement  of  Mr.  Patterson's  attorney  that  it  was  to 
end  all  trouble  between  the  company  and  Mr.  Patterson,  and 
Mr.  Patterson  testified  in  Canada  that  he  was  paid  $5,000 
tlirougli  the  firm  of  James,  Schell  &  Elkus  and  his  attorneys  in 
settlement  of  the  matter. 

Q.  Who  paid  the  $6,000  to  Mr.  Patterson?  A.  It  came 
from  the  iMutual  Reserve. 

Q.  Did  the  Executive  Committee  vote  on  it?  A.  I  don't  re- 
member Avhether  the  Executive  Committee  voted  upon  it,  but 
llicy  consented  to  the  settlement. 

(}.  Who  were  the  officers  of  the  Mutual  Eeserve  that  Mr. 
Patterson  had  made  charges  against?;  A.  Mr.  Patterson  — 
that  is  his  charges  were  made  in  the  paper  he  published  called 
(lie  Insurance  Counsellor  or  The  Counsellor,  and  they  were 
brought  against  Mr.  Burnham  and  myself. 

Q.  Who  were  the  members  of  the  Executive  Committee?  A. 
Jlr.  Purnham,  myself,  and  I  think  Mr.  Hume,  I  think  he  was 
tlie  tliird  member. 

Q.  You  refer  to  Mr.  Frederick  A.  Burnham,  the  president, 
vvlion  you  say  Mr.  Burnham  ?    A.  Yes,  sir. 

Q.  The  charges  Mr.  Patterson  made  were  of  a  very  serious 
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nature,  were  they  not  —  I  mean  assuming  that  they  had  been 
treated  as  true  ?    A.  They  were. 

Q.  Why  did  you  pay  Mr.  Patterson  $5,000  to  close  it?  A. 
In  order  to  close  up  the  matter  and  upon  the  agreement  of  his 
counsel  that  there  was  to  be  no  further  attacks  upon  the  associa- 
tion, with  a  view  to  the  cost  that  it  would  be  to  employ  a  new- 
counsel  of  the  grade  that  he  would  have  to  be,  and  instruct  him 
in  the  case,  the  cost  of  the  trial,  and  the  continued  agitation  of 
these  matters,  the  disturbance  of  our  policyholders  through  the 
circulation  of  them  which  had  been  going  on  to  our  damage  for 
a  long  time,  it  seemed  to  us,  all  considered,  that  it  was  the  best 
manner  to  end  the  matter  up  and  close  it. 

Q.  When  did  this  settlement  take  place?  A.  Mr.  Tyng,  can 
you  tell  me  the  date  ? 

ME.  TYISTG-:  It  was  the  fall  of  1901. 

Q.  How  long  had  the  libel  suits  been  pending  with  Mr.  Patter- 
son, at  that  time  ?    A.  That  I  cannot  tell. 

MR.  TYISTG:  I  think  about  a  year  and  a  half. 

Q.  How  much  money  had  the  Mutual  Reserve  expended  in 
connection  with  those  charges  by  Mr.  Patterson  and  the  litiga- 
tion from  them?    A.  That  I  don't  know. 

Q.  A  considerable  amount  had  it  not?  A.  A  substantial 
amount,  it  would  be  necessarily. 

Q.  Who  were  the  attorneys  of  the  Mutual  Reserve  —  James, 
Schell  &  Elkus  ?     A.  James,  Scliell  &  Elkus. 

Q.  Did  you  have  any  other  attorneys?,  A.  Not  in  that  case, 
I  do  not  think. 

Q.  James,  Schell  &  Elkus  represented  the  Mutual  Reserve 
in  other  cases  ?    A.  Yes,  they  had  some  cases. 

Q.  What  other  cases  ?    A.  Can  you  tell  me,  Mr.  Tyng. 

MR.  TY]\TG :     I  could  not  say  offhand. 

Q.  It  appears  by  this  statement  that  you  have  furnished  me 
that  in  1898  Colonel  James  was  paid  $1,000,  in  1899,  $5,000, 
and  in  1900  Colonel  James  and  Mr.  Elkus  $13,267.59.  During 
that  period  was  the  matter  of  their  retainer  chiefly  this  litigation 
over  these  Patterson  charges?    A.  Not  in  1898  and  1899. 

Q.  But  in  1900  ?  A.  I  assume  so,  though  I  could  not  state 
positively.  Of  course  one  of  these  is  the  payment  to  Mr.  Pat- 
terson. 
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Q.  Oae  of  these  amounts  of  $5,000  is  the  amount  that  was 
paid  to  Mr.  Patterson  ?    A.  Undoubtedly. 

Q.  I  think  I  asked  you  whether  other  attorneys  represented 
you  or  Mr.  Burnham  or  the  association  in  this  matter?  A.  .My 
impression  is  not. 

Q.  Did  Mr.  Patterson  make  a  retraction  of  his  charges?  A. 
He  did  not. 

Q.  Did  you  ask  him  to  make  a  retraction  of  the  charges?  A. 
iN^o,  sir;  we  did  not  consider  a  retraction  from  him  of  sufficient 
importance  even  to  ask  for  it. 

Q.  Now,  I  notice  that  in  the  year  1894,  your  legal  expenses, 
as  stated  in  your  report  would  amount  to  $862.01  —  that  is, 
right,  is  it  not?  A.  That  is  what  is  printed  here.  I  did  not 
make  up  that  report  and  I  should  not  be  willing  to  say  what  was 
included  in  legal  expenses. 

Q.  That  was  exclusive  of  course  of  the  general  counsel  fee 
which  the  counsel  of  the  Association  had?  A.  Exclusive  of  the 
general  counsel  fee,  certainly. 

Q.  I  find  in  1895  the  legal  expenses  were  put  at  $2,465.33;  is 
that  right?     A.  That  is  as  printed  here. 

Q.  Have  you  any  information  that  it  is  inaccurate?  A.  I  pre- 
sume that  a  considerable  amount  of  what  would  be  designated  in 
a  list  of  employment  of  attorneys,  expenses,  legal  expenses,  is' in- 
cluded under  Section  12,  or  item  12  here,  investigating  that  claim. 

Q.  Has  there  been  any  comparison  between  the  aroounts  given 
me  on  the  list  of  legal  expenses  and  the  amount  stated  in  your 
above  report?     A,  No,  there  has  not. 

ME.  HUGHES :  I  will  ask  to  have  the  statement  of  legal  ex- 
penses marked  for  identification,  the  one  arranged  by  years. 

(Paper  marked  Exhibit  573  for  identification.) 

MR.  HUGHES:  And  the  other  statement  arranged  by  attor- 
neys has  already  been  marked,  I  believe. 

Q.  It  appears  that  in  1896  the  legal  expenses  rose  to  $7,292.67 
and  in  1897  $22,605.25,  and  in  1898  to  $35,889.52,  and  in  1889 
to  $81,718.78.  Now,  what  was  the  occasion  of  that  extraordinarj 
increase  in  legal  expenses  $35,889.52,  and  in  1899  to  $81,718.70. 
Now,  what  was  the  occasion  of  that  extraordinary  increase  in  legal 
expenses?  A.  Probably  in  part  to  a  different  adjustment  upon  the 
books  ill  the  matter  of  the  method  of  charging  the  fees  and  ex- 
penses; that  is  in  the  earlier  years  undoubtedly  all  of  the  legal  ex* 


Testimony  of  Oeorge  D.  Eldridge.  3199 

peases  wHcli  related  to  death  claims  were  charged  under  the 
item — Expenses,  investigatiij^  and  adjusting  death  claim — death 
or  disability  claims ;  and  also  in  part  and  in  considerable  part  to  the 
increased  litigation  that  arose  by  reason  of  the  increase  in  assess- 
ments, and  re-apportionment  of  rates. 

Q.  If  you  take  this  sheet,  Exhibit  573,  for  identification,  show 
ing  the  legal  expenses  arranged  by  years,  you  will  see  that  the  ex- 
penses for  1895  an4  1896  are  relatively  small?     A.  Yes,  sir. 

Q.  So  that  the  explanation  is  not  to  any  large  extent  that  there 
was  a  change  in  classification  of  items  ?  A.  Well,  I  think  to  some 
extent  it  would  be  in  that  direction,  but  as  I  say  mainly  through 
the  latter  part  of  the  explanation  that  I  gave. 

Q.  Have  you  had  difficulties  with  the  insurance  departments 
throiighout  the  country?  A.  We  have  had  difficulties  with  some 
of  them. 

Q.  Have  you  had  to  spend  any  money  in  connection  with  such 
matters?  A.  We  have  had  to  employ  attorneys  in  some  of  the 
States. 

Q.  Have  you  been  put  to  any  large  items  of  expense  in  that 
way?  A.  They  would  undoubtedly  foot  up  to  a  considerable 
amount. 

Q.  You  remember  something  of  that  sort,  do  you  not?  How 
much  have  you  had  to  pay  in  connection  with  proceedings  in 
California  by  the  Supewntendent  of  Insurance?  A.  There  was  a 
considerable  expenditure  in  California. 

Q.  When?  A.  Oh,  from  1897  —  1  think  — let  me  see  — I 
was  in  San  Francisco  in  the  fall  of  1897;  yes  —  I  think  it  was  the 
fall  of  1897. 

Q.  Who  was  the  Superintendent  of  Insurance?  A.  Andrew 
J.  Clunie. 

Q.  Whom  did  you  retain  as  counsel?  A.  General  Thomas 
J.  Clunie. 

Q.  Who  was  General  Thomas  J.  Clunie?  A.  He  was  an  at- 
torney in  San  Francisco,  California,  a  brotl  --  of  Andrew  J. 
Clunie,  the  Insurance  Commissioner, 

Q.  How  much  did  you  pay  him?  A.  The  first  payment  that 
I  see  looking  to  confirm  my  statement  —  yes  —  in  1897  we  paid 
Lim  five  hundred  dollars.  That  was  the  time  that  I  was  there. 
In  1898  we  seem  to  have  paid  him  $250.  In  1899  we  paid 
him  $1,500  —  I  think  a  portion  of  that  was  accumulated  from 
1898,  though.    In  1900,  we  paid  him  $1,250.    In  1901,  we  paid 
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him  $2,000;  in  1902,  we  paid  him  $2,000;  I  think  that  closes  it; 
I  think  he  died  about  that  time. 

Q.  Was  he  the  regular  counsel  of  the  Mutual  Reserve  in 
California?  A.  He  was  the  only  counsel  that  v.e  had  charged 
with  any  of  our  duties  excepting  a  Mr.  Brandt,  who  had  certain 
old  cases  for  us. 

Q.  How  did  you  meet  Mr.  Clunie,  Thomas  J.  Olunie?  A. 
1  was  in  California  in  business  for  the  company  and  prior  to 
my  going  to  California  the  Insurance  Commissioner  had  raised 
the  question  whether  under  the  California  law  an  assessment 
company  was  not  obliged  to  place  in  its  policies  a  provision 
of  that  law  with  reference  to  non-forfeiture;  and  we  had  had 
considerable  correspondence;  I  think  he  had  also  required  us 
to  submit  —  that  is  my  impression  now  —  a  list  of  our  policy- 
holders in  California  with  the  various  forms  of  contract  that 
each  one  of  them  held.  I  went  to  San  Francisco,  in  the  course 
of  my  visit  to  the  coast  and  before  going  to  see  the  Superin- 
tendent I  consulted  some  friends  there  as  to  the  best  attorney 
to  employ  to  take  up  the  legal  questions  involved  in  the  matter 
and  which  had  been  raised  by  the  Commissioner  and  was 
advised  to  take  General  Thomas  J.  Clunie  and  I  think  it  is  fair 
in  connection  with  Mr.  Clunie  —  General  Clunie  as  well  as  our- 
selves to  say  that  General  Clunie  was  an  attorney  of  high 
standing  in  the  city  of  San  Erancisco,  he  has  been  a  member 
of  Congress  and  probably  ranked  well  with  the  leading  at- 
torneys of  San,  Francisco  and  California,  and  I  visited  him,  dis- 
cussed the  matter  with  him,  retained  him  by  payment  of  five 
hundred  dollars,  and  after  going  over  the  matter  with  him 
visited  the  Superintendent  of  Insurance,  I  think  with  him  the 
first  time,  but  certainly  on  one  or  more  of  the  visits  I  was  with 
him  or  he  was  with  me  to  the  Superintendent  of  Insurance 
when  we  took  up  these  matters. 

Q.  What  did  Thomas  J.  Clunie  do  for  the  Society?  A. 
Thomas  J.  Clunie  appeared,  I  think,  once  or  twice  for  us  in 
connection  with  amendment  proposed  to  the  law  by  the  Legis- 
lature, he  appeared  before  the  Insurance  Department  in  this 
matter  of  which  I  speak,  and  subsequently  Mr.  Andrew  J.  Clunie 
raised  the  proposition  that  we  must  comply  with  the  old  line 
law  of  California,  alleging  some  peculiarities  of  our  contract 
which  he  claimed  was  not  proper  under  the  assessment  law  of 
that  State,  as  for  instance  the  accumulation  of  any  reserve  fund; 
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and  Mr.  Clunie  represented  us  in  all  matters  before  the  Com- 
missioner, . 

Q.  Well,  in  tlie  years  1900  and  1901,  when  Mr.  Thomas  J. 
Clunie  received  two  thousand  dollars  each  year  what  service  did 
he  render?  A.  Mainly  before  the  Insurance  Department  and  the 
legislature  in  opposing  —  in  appearing  for  the  opposition  to 
bills  that  were  pending. 

Q.  "Were  his  efforts  successful?  A.  Well,  they  were  and 
they  were  not.  I  had  no  trouble  in  California  though  out  license 
was  for  some  time  held  under  suspense,  but  was  finally  issued. 

Q.  When  was  it  held  under  suspense?  A.  It  was  held  under 
suspense  most  of  the  time  during  the  last  two  years  that  Mr. 
Andrew  Clunie  was  Insurance  Superintendent  and  was  issued 
at  the  very  close  of  his  term. 

Q.  What  was  the  close  of  his  term?  A.  I  don't  recall  when 
his  term  did  close  now,  whether  it  closed  prior  to  the  death  of 
his  brother  or  about  that  time. 

Q.  Did  you  retain  Mr.  Thomas  J.  Clunie  after  the  term  of 
ofiice  of  Andrew  Clunie  had  expired?  A.  My  impression  is,  that 
we  did.  I  think  Mr.  Clunie  lived  some  little  time  after  that,  and 
we  did  have  him  there. 

Q.  What  did  he  do  for  you  after  his  brother  had  gone  out  of 
office?  A  He  had  charge  of  some  cases  of  re-apportionment 
there,  and  had  them  at  the  time  of  his  death,  and  I  think  d^iring 
this  time  while  his  brother  was  in  office  we  also  consulted  him 
en  matters  of  re-apportionment. 

Q.  What  friend  was  this  you  had  in  California — J.  P.  L. 
Brandt?     A.  Yes. 

Q.  You  had  him  working  for  you  during  the  whole  period, 
didn't  you?     A.  Oh,  yes,  he  was  with  us  during  that  period. 

Q.  He  was  your  regular  attorney?  A.  He  had  a  number  of 
cases  which  had  dragged  along  for  a  long  time.  I  think  Mr. 
Tyug  can  tell  you  better  about  whether  new  cases  went  into  his 
hands  or  not ;  I  think  that  for  some  time  new  cases  did  not  go  into 
his  hands. 

Q.  Is  it  a  fact  that  during  Andrew  Clunie's  term  of  office 
the  question  whether  you  should  be  allowed  to  do  business  in 
California  was  constantly  up?  A.  It  was  pretty  nearly  con- 
stantly up. 

Q.  And  you  say  that  the  liceaise  was  in  suspense;  does  that 
101 
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mean  you  were  doing  business?  A.  "We  were  doing  business,  but 
tlie  license  was  not  actually  issued. 

Q.  The  regularity  of  it  was  i\i  abeyance?  A.  Tbe  claim  made 
by  Mr.  Andrew  J.  Clunie  was  tliat  we  should  comply  with  the 
Old  Line  Law,  or  legal  reserve  law,  and  allow  him  to  make  an 
examination  and  find  out  whether  we  were  in  condition  to  com- 
ply with  that  law  or  not 

Q.  Did  you  permit  him  to  make  such  examination?  A.  We 
did  not. 

Q.  And  did  Mr.  Thomas  Clunie  oppose  on  your  behalf  his  mak- 
ing of  such  examination?     A.  He  did. 

Q.  And  the  matter  was  held  in  abeyance?  A.  And  the  matter 
was  held  in  abeyance. 

Q.  jSTow,  when  Mr.  Andrew  Clunie  went  out  of  ofiice,  who 
succeeded  him?     A.  Mr.  Myron  Wolf. 

Q.  And  did  yon  procure  the  issuance  of  your  license?  A. 
After  that  license  expired — that  license  was  in  force  when  we  re- 
incorpoi'ated  and  we  then  applied  after  the  examination  by  the 
]S[ew  York  Insurance  Department  for  a  license  as  a  legal  reserve 
company,  on  the  basis  of  the  examination  made  by  the  ilSTew  York 
Department,  and  Mr.  Wolf  refused  to  accept  the  examination 
made  by  the  Xew  York  Insurance  Department  and  insisted  upon 
making  one  himself. 

Q.  You  said  something  about  a  license  being  allowed  as  soon 
as  Mr.  Clunie  went  out  of  office.  A.  ISTo.  When  Mr.  Clunie 
issued  his  license — issued  the  license  before  he  went  out  of  office, 
and  before  that  license  expired,  while  that  one  that  he  issued  was 
in  force,  re-incoi-porated,  so  that  when  that  license  expired,  the 
last  one  that  Mr,  Clunie  issued,  when  that  expired  we  had  to  get 
a  new  license  imder  the  legal  reserve  law.  That  is  my  recollection 
of  the  course  of  events. 

Q.  Did  you  have  to  expend  any  money  in  connection  with 
proceedings  by  the  Department  in  Iowa?  A.  Oh,  I  presume  that 
there  was  a  small  counsel  fee  there,  but  I  do  not  think  anything 
beyond  that. 

Q.  jSTothing  beyond  a  small  counsel  fee  paid  to  anybody?  A. 
That  is  my  impression,  yes.  I  do  not  recall  any  e.xpenditure  in 
Towa,  now. 

Q.  Did  you  have  any  trouble  with  the  Department  in  Wiscon- 
sin ?  A.  Yes,  we  had  trouble  with  the  Department  in  Minnesota, 
and  Wisconsin  at  one  and  the  same  time. 
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Q.  Did  you  spend  any  money  in  connection  with  those  matters  ? 
A.  I  think  we  employed  Mr.  Mylrea. 

Q.  Who  was  Mr.  Mylrea?  A.  He  was  fonnerly  Attorney 
General  of -the  State,  was  a  practising  lawyer,  and  represented 
ns  before  the  Department  at  the  revocation  of  onr  license. 

Q.  Was  your  license  revoked  ?     A.  It  was. 

Q.  Then  Mr.  Mylrea  was  not  successful  in  his  efforts?  ^. 
!Mr.  Mylrea  was  successful  in  getting  the  license  restored. 

Q.  You  retained  him  for  that  purpose  ?     A.  Eor  that  purpose. 

Q.  How  much  did  you  pay  him?  A.  My  impression  is  that 
it  was  three  or  four  hundred  dollars. 

Q.  Is  that  1901?     A.  1901. 

Q.  That  was  simply  a  counsel  fee  for  appearing  before  the 
Superintendent?     A.  Yes,  19i)l.     , 

ME.  HUGHES:  Item  of  June  5,  1901,  $350. 

THE  CHAIEMAIST:    How  do  you  spell  this? 

THE  WITNESS:     M-y-1-r-e-a,  I  think 

BY  ilE.  HUGHES: 

Q.  Are  you  doing  business  in  Wisconsin  at  the  present  time? 
A.  We  are  not.  We  subsequently  withdrew  from  the  State  after 
our  re-incorporation. 

Q.  That  was  at  what  time  ?  A.  I  think  we  withdrew  the  first 
of  January,  1903,  or  at  the  time  of  making  the  report  at  the  close 
of  1902,  that  is  as  I  recollect  it. 

Q.  What  moneys  have  you  expended  in  connection  with  pro- 
ceedings by  the  New  York  Insurance  Department?  A.  We  have 
been  represented  by  counsel  at  the  time  of  each  of  the  examina- 
tions, that  is  in  1894  and  1895,  I  cannot  speak  so  positively  of 
it,  because  I  knew  so  comparatively  little  about  it,  excepting  the 
details  in  the  oiEce.  In  1898,  1899,  1902,  we  had  counsel  at  the 
time  of  each  of  the  examinations. 

Q.  Was  there  an  examination  in  189Y  ?  A.  No,  there  was  an 
examination  in  1898;  there  was  none  in  1897. 

Q.  That  is  with  regard  to  the  condition  at  the  end  of  1897  ? 
A.  At  the  end  of  1897,  yes. 

Q.  Have  you  the  report  of  the  examination  of  1895  ?  A.  That 
vcas  here. 

Q.  We  had  that  a  few  moments  ago?     A.  Yes.     Is  it  not 
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among  those  papers  on  that  chair?  (indicating).     I  think  you  tooli 
it  back  and  laid  it  on  that  table. 

Q.  Here  it  is.     Is  this  examination  of  1895  the  beginning  of 

your  troubles  in  Court  ?  ,  A.  Well,  it  made  the  foundation  for 

our  troubles  because  it  advised  us  to  increase  our  assessments. 

,Q.  That  was  good  advice,  wasn't  it?     A.  I  think  it  was;  it  is 

a  pity  it  had  not  been  made  earlier. 

Q.  "When  did  Mr.  Pierce  cease  to  be  superintendent?  1896 
or  1897,  wasn't  it?     A.  I  should  say  1897. 

Q.  Was  Mr.  Pierce  retained  by  your  company  after  he  oeaaed 
to  be  Superintendent  ?    A.  I  tliink  he  was  employed. 

Q.  What  was  he  employed  for?  A.  Well,  mainly  we  con- 
sulted him  —  advised  in  connection  with  the  reapportionment  of 
rates,  he  having  been  insurance  commissioner  at  that  time,  and 
at  the  time  the  increase  occurred,  under  his  advice  that  it  was 
made. 

Q.  And  the  next  examination  was  the  examination  of  1898  ? 
A.  Examination  of  1898. 

Q.  With  regard  to  the  report  of  1897.  At  that  time  were 
charges  filed  with  the  superintendent  against  yovir  company  ?  A. 
IvTo.     Those  were  in  1899. 

Q.  Those  were  in  1899  ?     A.  Yes. 

Q.  What  was  the  matter  that  was  up  for  consideration  in  1897  ? 
A.  In  1898  ? 

Q.  In  1898.  A.  In  the  latter  part  of  1897  we  had  determined 
it  was  necessary  to  increase  assessments  to  attained  age,  and  had 
obtained  the  consent  of  the  Massachusetts  Commissioner  as  far  as 
Massachusetts  was  concerned,  and  applied  to  the  superintendent 
of  this  State  to  give  us  the  same  approval,  and  he  declined  to  do  so, 
except  after  an  examination  and  named  the  early  part  of  1898  as 
the  time  for  making  the  examination.  It  was  with  relation  to  the 
increase  to  attained  age. 

Q.  Was  that  consent  given  ?  A.  He  never  did  make  any  actual 
findings  as  to  sufiiciency,  or  at  least  not  in  that  report  he  did  not. 
He  stated  in  the  report  that  it  was  evident  that  some  increase  was 
required,  but  did  not  make  any  positive  findings  or  declaration 
as  to  whether  the  increase  that  we  had  got  was  large  enough  or  too 
large,  or  not  sufficient. 

Q.  iNTow  what  occasion  was  there  for  the  large  amount  of  legal 
expenses  in  the  year  1898,  aggregating,  according  to  your  state- 
ment, about  $35,000.     A.  $35,889  ? 
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Q.  Yes ;  you  had  your  regular  counsel  at  a  salary  of  $12,000  ? 
A.  $12,000. 

Q.  Not  included  in  the  $35,000  ?     A.  ISTo,  that  is  not  included. 

Q.  Now  what  expenses  did  you  have  in  that  year  which  entailed 
such  a  large  disbursement  ?  A.  We  had  counsel  maintained  in 
connection  with  the  examination  by  the  New  York  Insurance  De- 
partment. 

Q.  How  much  did  you  have  to  expend  to  counsel  in  connection 
with  that  examination  in  1898  ?  A.  That  I  could  not  tell.  I 
could  not  separate  the  statement  as  to  who  was  specially  connected 
with  that  examination. 

Q.  Was  there  anything  reqviired  in  the  way  of  services  that 
time  in  connection  with  the  department  save  the  application  for 
permission  to  increase  your  assessment?  A.  Well,  the  applica- 
tion for  permission  to  increase  assessments  were  not  a  matter  that 
we  particularly  argued  before  the  department.  We  wanted  the 
moral  effect  of  the  findings  of  the  department  and  we  did  ha^c 
counsel  employed  in  the  hearing  before  the  department  in  connec- 
tion with  the  examination  of  the  company. 

Q.  And  how  expensive  was  that,  aboiit  ?  A.  Well,  Mr.  Lauter- 
bacL  was  our  counsel,  but  what  portion  of  this  payment  that  was 
made  to  him  was  with  reference  to  that  and  what  portion  was  with 
reference  to  other  matters 

Q.  Did  he  represent  you  as  to  other  matters  at  that  time  ? 
A.  Oh,  yes,  he  represented  us — I  think  it  was  that  time  that  the 
Doming  matter  came  before  the  Attorney  General ;  that  is  my  im- 
pression. 

Q.  What  was  that  matter?  A.  It  was  where  a  policyholder 
of  the  company  sought  permission  from  the  Attorney  General  to 
bring  suit  for  an  accounting,  and  I  think  my  impression  is  he  ap- 
peared before  the  department  on  tlut  matter. 

Q.  With  reference  to  his  rights  m   accumulations  ?     A.  Yes. 

Q.  Under  the  fifteen  year  policy  plan  ?     A.  Yes,  sir. 

Q.  Is  that  No,  315  I  asked  you  a  little  while  ago  about?  A. 
Yes,  I  think  that  was  the  one. 

Q.  That  was  up  before  the  Attorney  General?  A.  Yes,  that 
was  before  the  Attorney  General. 

Q.  That  application  for  leave  to  bring  suit  ?     A.  Yes. 

(J.  Tinder  section  56  ?     A.  Yes. 

Q.-And  Mr.  Lauterbach  represented  you  on  that  occasion?  A. 
Mr.  Lauterbach  appeared  before  the  Attorney  General  on  that 
occasion  ? 
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Q.  And  also  before  the  Department?    A.  Yes,  sir. 

Q.  Well,  were  there  any  other  matters  up  before  the  Depart- 
ment or  Attorney  General  requiring  attention  inl898?  A.  I  do 
not  recall  there  was  at  that  time. 

Q.  Now,  in  the  next  year,  1899,  you  had  still  further  troubles, 
had  you  not?  A.  Yes,  we  had  quite  a  considerable  amount  of 
trouble  in  1899. 

Q.  And  at  that  time  charges  were  filed  against  the  officers? 
A.  Charges  were  filed  against  the  officers  and  against  the  man- 
agement of  the  company. 

Q.  It  has  been  stated  that  a  report  was  prepared  containing 
criticisms  upon  your  company  in  the  Department  of  Insurance 
which  was  afterward  modified  or  to  some  extent  withdrawn;  is 
that  true?  A.  "Well,  in  this  sense,  I  do  not  think  there  has  been 
any  report  made  by  an  examiner  of  the  company  but  what  there 
has  after  the  hearing  been  some  modification  in  some  forms.  I 
assume  that  that  is  what  the  hearing  as  required  by  law  is  for  — 
for  the  company  to  come  before  the  Department,  and  take  up  the 
point  in  the  report,  present  their  side  and  then  have  the  Superin- 
tendent make  his  final  report  as  to  the  result  of  the  examination, 
and  in  that  sense  there  has  been,  I  suppose,  some  variation  and 
some  changes  in  every  report  that  has  been  made  of  an  examina- 
tion.    I  think  that  is  true. 

Q.  Did  the  Superintendent  of  Insurance  pass  upon  the  charges 
that  were  made  against  the  management?  A.  Well,  I  think  it  is 
an  extremely  difficult  question  to  answer,  in  the  sense  in  which 
we  wanted  them  passed  upon  —  we  wrote  after  the  charges  were 
filed  —  Mr.  Bumham,  with  the  advices  of  the  Executive  Com- 
mittee, wrote  to  Mr.  Vanderpoel,  who  was  then  making  the  ex- 
amination, urging  him  to  find  on  every  charge  that  was  levied  — 
that  was  made  against  us,  not  asking  him,  of  course,  to  find  for 
or  against  the  management,  and  the  association,  but  we  asked 
him  to  find  —  make  an  absolute  finding  on  every  charge  that  had 
been  made  with  the  Department  against  the  management,  and 
the  company,  and  we  expected  —  and  we  expected  when  that  re- 
port took  form  it  would  contain  such  a  finding.  In  that  sense  it 
did  not,  and  was  extremely  disappointing  to  the  management  of 
the  company.  We  felt  that  the  policyholders  of  the  company 
were  entitled  to  have  such  a  finding;  if  the  charges  were  correct 
or  were  true,  well-fottnded,  they  were  entitled  to  know  it ;  if  tliey 
were  not  their  interests  were  so  great  that  the  power  that  super- 
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vised  the  business  ought  to  have  said  so,  and  we  never  have  felt 
that  that  report  of  1899  was  what  it  ought  to  he  as  coming  from 
the  supervising  power  of  the  State,  on  that  account. 

Q.  'Did  you  express  your  disappointment  in  writing?  A.  ISTo; 
]  don't  know  that  we  did  express  our  disappointment  in  writing; 
we  had  placed  in  writing  the  request  and  at  the  hearing  before 
the  Superintendent  we  made  a  very  earnest,  determined  fight  to 
have  such  findings  made. 

Q.  Have  you  a  copy  of  the  letter  requesting  such  findings  ?  A. 
I  can  give  it  to  you. 

ME.  HUGHES :  I  would  like  you  to. 

THE  CHAIEMAISr :  The  meeting  to-morrow  will  probably  be 
held  in  the  Aldermanic  Chamber,  although  I  have  not  been  ad- 
vised' definitely  yet  that  it  will  be.  Adjournment  will  now  be 
taken  until  10.30  o'clock  to-morroAv  morning.  Mr.  Eldridge,  I 
assume  they  will  want  you  again  at  that  hour;  we  are  getting 
v.'ell  acquainted. 

(Adjourned  to  10.30  A.  M.,  Tuesday,  December  5,  1905.) 


ALDEEMAOTO  OHAMBEE, 

City  Hall,  New  York  City. 

December  5,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

CHAELES  P.  McCLELLAlTD,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  McClelland,  have  you  refreshed  your  memory  as  to 
the  circumstances  under  which  you  signed  a  voucher  for  $3,500 
as  received  from  the  Equitable  Life  Assurance  Society  on  May 
2,  1898  ?    A.  I  have,  sir. 

Q.  What  were  the  circumstances  ?  A.  The  circumstances 
were  these.  I  thought  of  it  before  I  had  reached  my  home  on 
that  day,  but  as  you  will  bear  me  out,  I  had  no  notice  of  the 
fact  that  you  had  a  voucher  and  never  heard  of  it  until  you  pre- 
sented it  to  me  and  for  a  moment  I  could  not  think  anything 
about  it.  The  fact  is  that  at  the  time  indicated,  I  suppose  by 
the  voucher  —  I  have  no  recollection  of  the  date  except  as 
the  voucher  shows  —  Mr.  Eields  came  to  me  and  said  the  work  I 
had  been  doing,  a  good  deal  of  it,  was  as  much  for  the  benefit 
of  the  Equitable  as  for  the  Mutual  Life,  and  they  were  having 
an  adjustment,  the  Equitable  to  bear  its  proportionate  share  of 
what  I  had  already  been  paid,  and  asked  me  to  sign  a  voucher, 
so  that  he  could  get  the  money  from  the  Equitable  for  their 
proportion  of  the  expense.  I  could  not  swear  now  except  as 
the  voucher  indicates  as  to  the  amount.  That  is  the  only  way 
my  memory  is  refreshed  as  to  the  amount.  But  I  was  right 
when  I  said  that  I  never  had  been  retained  by  the  Equitable 
and  as  the  result  of  that  voucher,  Mr.  Hughes,  I  never  got 
one  dollar  of  that  money  except  as  I  got  it  on  the  vouchers 
which  are  indicated  here  as  having-  been  signed  by  me  to  the 
Mutual  Life. 

Q.  How  is  your  memory  refreshed  with  regard  to  these  mat- 
ters ?  A.  Well,  I  got  to  thinking  about  it  afterwards  and  it  came 
to  me.     For  the  moment  I  could  not  think.     The  voucher  was 
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brought  out  here  and  it  was  nearly  eight  years  ago  and  I  posi- 
tively could  not  recall  it  at  all. 

Q.  Have  you  talked  with  anyone  who  refreshed  your  memory  ? 
A.  'No,  sir,  absolutely  not.  There  was  nobody  I  coxild  talk  to 
on  the  subject  that  could  refresh  my  memory.  It  came  to  me 
just  as  another  matter  I  want  to  refer  to  later  came  to  me. 

Q.  Did  you  notice  the  words  "  F..  "Water  Account "  when  you 
signed  it?  A.  No,  sir,  positively  there  was  not  anything  of  that 
kind  on  it  when  I  signed  it.  I  take  it,  sir,  that  that  is  some  of 
their  hieroglyphics  that  they  put  on  at  the  Equitable  Life. 

Q.  At  the  Equitable  Life  ?  A.  At  the  Equitable  Life.  It  was 
not  on  it  when  I  signed  it. 

Q.  ISTow  that  you  have  refreshed  your  memory,  do  you  recall 
any  services  in  connection  with  any  water  account.  A.  No,  sir, 
absolutely  not.  I  never  had  anything  to  do  with  any  water 
account  or  any  water  bill. 

Q.  Did  you  at  any  other  time  sign  any  other  voucher  for  the 
Equitable  Life  that  you  remember?  A.  I  think  I  could  safely 
state  no,  sir,  but  I  would  have  said  I  have  not  signed  that  one  if 
you  had  not  presented  it,  because  it  had  gone  out  of  my  mind. 
But  I  am  positive  I  never  did. 

Q.  Did  Mr.  Fields  suggest  to  you  that  payments  that  you 
received  from  the  Mutual  Life  after  1888  should  be  represented  by 
any  voucher  running  to  the  Equitable?     A.  No,  sir. 

Q.  That  is  the  only  occasion  when  he  mentioned  that?  A. 
That  is  the  only  occasion  where  I  recall  and  I  believe  the  only  one. 

Q.  What  did  he  say  as  to  the  manner  in  which  he  arrived  at  t'ie 
sum  of  $3,500?  A.  Well,  except  as  it  was  a  matter  adjusted  be- 
tween themselves,  between  the  representatives  of  the  two  com- 
panies. 

Q.  What  did  he  say  to  you  in  regard  to  Mr.  Charlton  T.  Lewis's 
services?  A.  He  never  said  anything.  I  did  not  know  Mr. 
Lewis. 

Q.  Did  you  know  that  Mr.  Lewis  was  signing  a  voucher  on  the 
same  day?     A.  No. 

Q.  Or  Mr.  Johnson?     A.  No. 

Q.  Did  you  have  any  interview  with  Mr.  Lewis  in  regard  to  any 
voucher,  or  receiving  any  money  from  the  Equitable?  A.  I  don't 
thkik  I  ever  spoke  to  Mr.  Lewis  in  my  life. 

Q.  Then  you  never  had  any  conversation  with  him  about  any 
services  rendered  either  to  the  Mutual  or  Equitable?     A.  No. 
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Q.  Does  that  hold  true  also  as  regards  Mr.  Johnson?  A.  Posi- 
tively, yes,  sir. 

Q.  Then  you  Avere  an  entire  stranger  to  Mr.  Lewis's  signing  a 
voucher  and  to  Mr.  Johnson's  signing  a  voucher?     A.  Yes. 

Q.  You  did  not  know  they  had  signed  anything  of  the  sort?  A. 
Never  a  word  until  you  presented  it. 

Q.  Is  it  the  fact  that  j'ou  were  willing  to  sign  whatever  vouchers 
Mr.  Fields  wanted?  A.  Oh,  no,  sir,  I  would  not  do  that  for  any 
man  living. 

Q.  These  vouchers  you  did  sign  were  not  for  actual  payments 
made  at  the  time  in  any  case?  A.  They  were  either  for  actual 
payments  made  at  the  time  or  money  that  I  had  received  already. 

Q.  Yes,  but  they  were  not  for  payments  made  at  the  time  but 
for  an  aggregate  of  payments  ?     A.  For  an  aggregate  of  payments. 

Q.  So  that  as  long  as  you  had  received  the  money  you  were 
willing  to  put  the  vouchers  in  such  form  as  Mr.  Fields  might  re- 
quest?    A.  Yes,  sir,  I  think  that  states  it  correctly. 

Q.  Did  you  have  any  interviews  at  any  time  with  him  as  to 
why  he  desired  vouchers  in  particular  forms,  that  is  why  he 
wanted  a  voucher  for  a  particular  amount  at  a  given  time?  A. 
Xo,  except  that  it  represented  the  amount  that  I  had  together  with 
what  I  was  getting  at  the  moment.. 

Q.  Did  it  always  represent  that  exactly  ?  A.  I  never  gave  him 
a  voucher  for  any  more  than  I  had  received  up  to  the  time  of 
getting  it. 

Q.  Did  not  you  sometimes  give  him  a  voucher  where  the  amount 
of  the  voucher  was  less  than  the  amounts  you  had  received  up  to 
the  time?     A.  I  thinii  not. 

Q.  You  had  then  by  these  vouchers  a  virtual  accounting  up  to 
a  certain  period?     A.  Yes. 

Q.  And  gave  him  the  vouchers  for  what  you  had  received 
previously?  A.  Yes,  sir,  that  is  as  near  as  I  can  recall  it,  and  I 
believe  that  is  accurate. 

Q.  Have  you  since  you  were  on  the  stand  heard  anything  with 
reference  to  Louis  M.  Murray  ?     A.  No,  sir,  I  have  not. 

Q.  Since  you  have  thought  the  matter  over  more  carefully  do 
you  v(  all  ever  having  any  vouchers  signed  for  —  or  ever  asking 
Mr.  Murray  to  sign  any  vouchers?  A.  ISTo,  sir,  I  am  positive  I 
never  did. 

(^  You  are  prepared  to  swear  positively  that  that  is  not 
the  case?      A.  I  do  not  believe  I  ever  did.      I  recognized  two 
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voiu'hcrs  hero  pignerl  Ly  Islv.  ]\[niTay  tlic  other  clay  tliat  were 
ill  r.i04,  one  for  $:]50  in  1004,  long  after  he  had  left  and  severed 
his  connection  M-ith  me  after  I  ha<l  ceased  practicing  law. 

Q.  You  have  said  there  was  another  matter  with  regard  to  which 
you  wished  to  testify.  A.  I  recall  that  in  answer  to  your  qnestion 
as  to  whether  I  have  been  retained  by  the  Equitable  I  answei-ed, 
as  I  read  it  in  the  newspapers,  ''  Xor  any  other  insurance  com- 
pany." I  find  that  I  did  appear  for  the  — I  was  retained  by  the 
Empire  Life  on  a  matter  before  the  Deputy  Superintendent  of  In- 
surance. 

Q.  When  was  that?  A.  Doavu  at  11  Broadway,  some  time  in 
1903.  The  question  of  their  report,  and  I  think  on  two  occasions 
lliere  were  two  questions  about  their  resen'e  and  something  about 
notices,  and  I  appeared,  I  think,  on  two  occasions. 

Q.   Have  they  any  reserve  ?    A.    Sir. 

Q.  The  Empire  Life,  has  it  any  reserve  ?  A.  I  believe  so,  yes, 
sir. 

Q.  Is  not  that  an  assessment  company?  A.  I  think  that  the 
Deputy  Collector  Mr.  Hunter  will  bear  me  out,  and  I  think  my 
brief  on  both  occasions  is  on  file  with  him. 

Q.  What  did  you  receive  for  that  service  ?  A.  I  think  I  re- 
ceived three  pa-^mients,  sir,  one  of  $200  and  I  think  two  other  pay- 
ments of  $250;  I  think  I  received  altogether  $700. 

Q.  That  is  the  company  is  it  not,  the  Empire  Life  Insurance 
Company  (handing  paper)  ?  A.  Down  where  the  old  Herald  buibl- 
ing  was. 

Q.  They  were  down  at  200  Broadway  ?  A.  I  think  they  were 
thei-e  where  the  old  Herald  building  used  to  stand. 

Q.  ^Vbat  were  the  matters  which  you  had  up  for  the  Empire 
Life?  A.  The  examiners— the  company  had  been  examined  and 
the  exaiuiners  had  charged,  if  I  recall  right,  that  they  did  not  have 
the  reserve  that  they  ought  to  have  and  there  was  another  involving 
the  question  of  their  right  to  include  a  notice  that  had  been  sent 
out  for  an  as.sessment  where  the  assessment  had  not  actually  been 
paid  in,  or  something  of  that  kind. 

Q.  Don't  you  recall  that  the  Empire  Life  has  no  reserve  what- 
ever and  only  had  a  few  thousand  dollars  of  assets?    A.    Well 

Q.  It  is  a  mere  assessment  company  ?  A.  It  is  a  mere  assess- 
ment company. 

Q.  Yes.     .V.  Maybe  I  am  wrong 

Q.   And  no  legal  reserve  ?    A.  Maybe  I  am  wrong  in  the  use  oi 
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the  word  reserve,  but  there  is  no  question  at  all  aboiit  my  appear- 
ing before  the  Superintendent  of  Insurance,  and  he  -will  corroborate 
it  and  the  company's  officers  will  corroborate  it. 

Q.  The  point  of  my  question  was  not  so  much  as  to  your  re- 
tainer in  the  matter  as  to  find  just  what  was  up  with  the  Superin- 
tendent of  Insurance  when  you  were  retained  ?  A.  Well,  sir,  the 
examiner  had  reported  against  the  company  and  I  was  retained 
and  went  there  on  two  different  matters  and  had  quite  a  contro- 
versy over  both  questions.  I  think  I  can  say  that  the  Deputy 
Siiperintendent  of  Insurance  was  averse  to  my  view  of  the  law;  it 
was  a  question  of  the  constructions  of  two  sections  of  the  Insurance 
I,aw  and  I  think  also,  although  I  could  not  say  positively,  that  he 
reported  adversely  to  my  contention  and  if  I  am  not  mistaken  —  I 
could  not  say  this  positively  —  the  matter  was  referred  to  the  At- 
torney General,  and  I  think  my  view  was  sustained. 

ME.  HUGHES :    That  is  all  Mr.  McClelland. 

GEORGE  D.  ELDEIDGE,  resumed. 

EY  ME.  HUGHES : 

Q.  Who  is  Moton  D.  Moss?  A.  He  is  an  Englishman  who 
was  manager  of  our  agency  department  for  the  United  States 
at  one  time  and  also  for  the  Metropolitan  District. 

Q.  Have  you  the  first  contract  that  was  made  with  him?  A. 
(Papers  produced).  The  first  one  was  1895,  I  think.  This  is  the 
fii'st  one  that  was  made  in  the  United  States.  There  had  been 
previously  one  in  England. 

Q.  Prior  to  January,  1896,  Mr.  Moss  represented  the  Asso- 
ciation in  England?     A.  Well,  he  had  an  agent's  contract  there. 

Q.  Mere  agent — solicitor?     A.  General  agent's  contract. 

Q.  Then  on  Jami.  rv  15,  1896,  he  became  general  manager  for 
the  Association  in  the  Metropolitan  District?     A.  Yes. 

Q.  Under  the  contract  a  c^py  of  which  you  now  show?  A. 
Yes. 

Q.  By  the  terms  of  this  contract  he  was  to  receive  compensa- 
tion for  securing  business  on  the  five  year  combination  option 
plan  or  the  ten  year  distribution  deposit  plan  of  $.8  for  each  one 
thousand  of  insurance  payable  out  of  the  first  payments  thereun- 
der. What  does  that  mean — that  the  commission  was  payable  out 
of  the  first  payments?     A.  The  first  payment  made  on  the  policy. 
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Q.  That  is  out  of  the  first  premium  or  assessment?  A.  Out  of 
what  was  then  called  the  membership  fee. 

Q.  Out  of  the  membership  fee.  What  was  the  membership 
fee?     A.  $8  a  thousand. 

Q.  So  that  he  got  the  whole  of  the  membership  fee?  A.  He 
did. 

Q.  On  these  two  plans?     A.  Yes. 

Q.  It  further  provides  that  he  was  to  have  a  further  compen- 
sation upon  new  and  accepted  business  under  the  five-year  com- 
bination option  plan  of  50  per  cent,  of  the  first  five  bi-monthly 
premium  calls  and  upon  business. secured  under  the  ten-year  dis- 
tribution deposit  plan  a  bonus  of  $2  per  thousand  of  the  general 
expense  fund  of  $3  per  thousand.  It  further  provides  that  there 
should  also  be,  in  consideration  of  his  services,  a  renewal  commis- 
sion commencing  with  the  payment  of  renewal  dues  after  six  regu- 
lar bi-monthly  premiums  had  been  received  at  the  rate  of  $1.50 
]ier  thousand  on  the  five-year  combination  plan  and  75  cents  per 
thousand  on  the  ten-year  distribution  plan.  Why  were  those  par- 
ticular plans  singled  out  as  a  basis  for  commissions?  A.  Those 
vere  the  only  plans  on  which  we  were  writing  business  at  that 
time. 

Q.  What  was  the  amount  which  Mr.  Moss  received  as  commis- 
sions under  this  contract  in  1896"  approximately?  A.  There  is  a 
modification  of  that  of  the  27th  of  February  of  the  same  year. 

MR.  HUGHES:  The  contract  I  have  just  referred  to,  dated 
January  ]8,  1896,  T  will  have  marked  for  identification. 

(Papers  marked  Exhibit  574  for  identification.) 

MR.  HUGHES:  The  supplementary  or  modification  contract 
I  will  have  also  marked  for  identification. 

(Paper  marked  Exhibit  575  for  identification.) 

Q.  By  this  m-odified  contract  of  Eebruary  27,  1896,  Mr.  Moss 
was  to  be  allowed,  in  addition  to  the  compensation  under  the 
existing  contract,  a  commission  of  10  per  cent,  on  the  first  five 
bi-monthly  premiums  secured  from  and  after  February  27,  1896, 
upon  the  five-year  combination  plan.  It  was  also  agreed  that 
the  commission  allowed  by  Moss  to  sub-agents  should  not  ex- 
ceed for  the  first  year  the  first  payment,  or  50  per  cent,  of  the 
first  bi-monthlv  premiums.  It  was  also  agreed  that  he  should  be 
allowed  a  credit  of  $5,000  for  the  purpose  of  making  advances 
to  be  drawn  on  from  time  to  time  during  the  credit  year  and  such 
sum  as  should  be  drawn  so  to  be  charged  against  the  ail  litional 
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commission  of  10  per  cent,  previously  mentioned.  Now,  what 
amount  did  he  receive  during  the  year  1896  under  the  contract  as 
modified? 

MR  TYJSTG:  I  think  these  are  all  under  the  1897  contract 
(showing  witness  papers). 

THE  WITl^ESS :  Those  are  the  1897  contracts. 

Q.  Approximately,  without  going  into  the  exact  amount,  what 
did  he  receive?  A.  I  could  not  state — I  should  not  venture  to 
state  approximately  what  he  did  receive. 

Q.  What  did  the  new  business  which  you  then  wrote  on  the  five- 
year  combination  option  plan  cost  you — what  percentage  of  the 
income  for  the  first  year,  from  that  business,  in  the  Metropolitan 
District  ?     A.  I  should  say  approximately  about  75  per  cent. 

Q.  Now,  in  Januai-y,  1897,  Mr.  Moss  was  made  manager  of  the 
agency  business  in  the  United  States,  was  he  not  ?     A.  Yes. 

MR  HUGHES:  Under  the  contract,  copy  of  which  you  show 
me,  which  I  have  marked  for  identification. 

(Paper  marked  Exhibit  576  for  identification.) 

Q.  By  this  it  is  provided  that  Mr.  Moss  should  have  charge  of 
the  agency  business  of  the  United  States  and  devote  his  entire 
time  to  the  Association  upon  the  following  compensation:  On  the 
five-year  combination  option  plan  85  per  cent,  of  the  first  year's 
premiums  and  renewals  upon  the  second  and  subsequent  years' 
premiums  at  the  annual  rate  of  $1.50  per  thousand  of  insurance 
upon  the  ten-year  distribu-tion  deposit  plan  and  50  per  cent,  of 
the  first-year  preimiums  and  renewals  upon  the  second  and  subse- 
quent years'  premiums  at  the  rate  of  75  per  cent,  per  thousand, 
and  renewal  premiums  were  to  be  paid  only  during  the  term  of  the 
service,  but  in  case  of  termination,  provided  he  remained  loyal 
to  the  Association  and  did  not  write  business  for  any  other  insur- 
ance company,  the  renewal  commissions  were  to  be  paid  for  a 
period  of  five  years ;  no  commissions  or  compensation  to  be  paid 
unless  the  premium  or  payment  from  which  it  is  allowed  has  been 
received  in  cash.  The  contract  furtlier  provides  that  the  Associa- 
tion will  advance  to  Mr.  Moss  the  sum  of  $3,500  per  week  for 
advances  to  agents,  such  sums  to  be  deposited  in  bank  weekly  to 
his  credit  as  general  manager  subject  to  his  check,  such  amount  to 
be  charged  to  his  account  and  to  be  accounted  for  in  detail  with 
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proper  youclieirs  whenever  requested  by  the  Association.  It  is  also 
provided  that  the  Association  would  provide  him  with  suitable 
office  accommodations  at  his  home  office  and  such  clerical  and  other 
assistance  as  may  be  necessary  at  an  expense  not  exceeding  $200, 
and  that  it  will  pay  the  rent  of  branch  offices  necessary  for  the 
transaction  of  business  not  exceeding  $20,000;  that  all  other  ex- 
penses should  be  borne  by  Mr.  Moss.  That,  in  addition  to  the 
commissions  enumerated,  Mr.  Moss's  salaTy  of  $100  per  week  upon 
tlie  payroll  should  be  continued-  and  the  a^eement  shoiild  take 
effect  as  of  January  1st  and  continue  for  two  years,  subject  to 
termination  at  any  time  during  said  period  at  the  option  of  the 
Association.  What  was  this  salary  of  $100  a  week  ?  A.  It  was 
salary  that  he  had  had  also  in  connection  with  the  Metropolitan 
District. 

Q.  That  was  not  covered  by  the  contract  I  have  referred  to  ? 
A.  ISTo. 

Q.  That  was  outside  of  them  ?     A.  Yes. 

Q.  By  some  separate  agreement?  A.  By  order  of  the  Execu- 
tive Committee. 

Q.  After  he  had  made  his  contract?  A.  I  think  it  was  after 
he  had  made  his  contract. 

Q.  Why  was  he  allowed  .$100  a  week  after  he  had  made  a 
contract  for  the  compensation  as  Metropolitan  manager  ?  A.  Be- 
cause the  duties  he  was  performing  —  the  work  he  was  perform- 
ing the  executive  committee  regarded  as  a  good  business. operation 
and  that  he  was  entitled  thereto. 

Q.  Did  not  the  executive  committee  think  it  was  a  good  busi- 
ne^  operation  to  get  his  services  for  what  they  had  contracted 
to  pay  ?     A.  Yes. 

Q.  This  was  really  a  bonus,  wasn't  it  ?  A.  It  was  an  additional 
compensation,  undoubtedly. 

Q.  ISTow,  Mr.  Moss  as  general  manager  of  the  Association  in 
the  United  States  received  during  1897,  85  per  cent,  of  the  first 
year's  premiums?     A.  Yes. 

Q.  That  was  in  effect  an  overriding  commission  or  commission 
in  excess  of  the  amount  paid  sub-agents  of  how  much?  A.  Of 
about  20  per  cent. 

Q.  And  renewals  on  second  and  subsequent  year's  premiums 
at  the  rate  of  $1.50  per  thousand  upon  the  five-year  combination 
plan  and  ■ —  what  amount  of  money  did  Mr.  Moss  get  from  the 
Association  in  1897  as  commissions?    A,  Not  counting  his  agent's 
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commissions  on  personal  business,  it  was  $4,351 ;  the  overriding 
commission  was  $93,810.78. 

Q.  What  was  his  total  commissions  that  he  got  in  1897  ?  A. 
Well,  they  would  be  approximately  $450,000. 

Q.  $450,000.  N'ow  his  commissions  out  of  that,  that  is  his 
over-riding  commissions  in  excess  of  what  he  paid  his  agents 
20  per  cent,  and  his  commissions  on  the  business  he  wrote  him- 
self evidently  amounted  to  about  $97,000  ?     A.  Yes. 

Q.  Now  in  addition  to  this  afliount  of  $450,000  out  of  which 
he  had  for  himself  $97,000  then  did  he  get  moneys  for  advances? 
A.  $3,500  a  week  was  placed  to  his  disposal  for  advances  to  agents. 

Q.  $3,500  a  week  making  how  much  for  the  year?  A.  Well, 
it  must  have  exceeded  the  sum  of  $3,500  a  week.  The  total  ad- 
vances made  to  him  were  $236,500. 

Q.  During  what  period  of  time  was  he  advanced  $236,500? 
A.  From  January  7,  1897,  to  December  27,  1897. 

Q.  And  what  was  the  basis  upon  which  those  advances  Avere 
made?  Were  they  supposed  to  be  under  this  clause  in  the  con- 
tract that  he  should  have  advances  of  $3,500  per  week  ?  A.  They 
were  and  the  addition  of  some  special  advances  paid  by  order 
of  the  Executive  Committee. 

Q.  Then  in  the  payment  of  the  commissions  and  in  these  ad- 
vances there  were  put  in  Mr.  Moss's  hands  in  1897  considerably 
over  $600,000  ?  A.  The  entire  account,  statement  of  1897,  shows 
the  amount  of  $628,141.35. 

Q.  ISTow,  that  was  a  time  when  the  Association  was  facing  the 
necessity  of  bringing  up  its  assessments  to  attained  age  which 
was  done  the  next  year?     A.  Yes. 

Q.  It  was  a  time  of  great  adversity  so  far  as  ready  resources 
were  concerned?  A.  As  far  as  mortiiary  resources  were  con- 
cerned, it  was  a  time  when  the  demands  were  very  large  in  pro- 
portion to  the  income,  undoubtedly. 

Q.  Yes,  and  when  you  say  mortuary  resources  you  mean  re- 
sources to  pay  death  claims  ?     A.  Yes,  sir. 

Q.  Was  this  contract  brought  before  the  Executive  Committee? 
A.  It  was. 

Q.  Was  it  brought  before  the  Board  of  Directors  ?     A.  It  was. 

Q.  Was  if  approved  in  the  form  that  you  have  given  it  to  me 
by  the  Board  of  Directors  ?     A.  It  was. 

Q.  Was  that  contract  ever  changed  or  altered  in  any  way  by 
executive  order  or  executive  intervention?     A,  No,  sir. 
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Q.  This  form  you  have  given  me  in  this  copy  is  the  precise 
form  in  which  it  remained  as  authorized  during  that  year?  A. 
Yes,  sir. 

Q.  Now,  this  contract  provides  that  the  Association  would 
advance  to  Mr.  Moss  $3,500  a  week  for  advances  to  agents,  the 
same  deposited  in  bank  weekly  to  his  credit  as  general  manager 
subject  to  his  check  and  such  amount  to  be  charged  to  his  account. 
Were  those  amounts  charged  to  his  account?     A.  They  were. 

Q.  Were  they  charged  to  his  account  at  the  time  they  were 
received?    A.  They  were. 

Q.  It  is  provided  that  the  amount  should  be  accounted  for  in 
detail  with  proper  vouchers  whenever  requested  by  the  Associ- 
ation. Were  they  accounted  for?    A.  They  were. 

Q.  Did  you  have  vouchers  for  the  details  of  these  expenses  ? 
A.  We  did. 

Q.  At  the  time?     A.  We  did. 

Q.  It  was  charged  publicly  some  years  ago  that  that  was  not 
the  fact,  that  you  did  not  have  vouchers  for  these  expenditures. 
Was  there  any  truth  in  that  ?     A.  There  was  not. 

Q.  What  sort  of  vouchers  did  you  have?  A.  We  had  an  order 
from  Mr.  ]\Ioss  covering  the  amounts  that  he  had  advanced  to 
agents,  and  giving  the  checks  —  numbers  of  the  checks  by  which 
he  had  made  those  advances."  Those  were  passed  to  the  auditor 
of  accounts,  who  checked  them  up  with  his  books,  verified  them 
before  passing  them  to  the  credit  of  the  accounts  for  advances. 

Q.  Did  you  have  the  vouchers  from  the  person  who  had  re- 
ceived  the    advances  ?      A.  We   had   the    checks   generally,    the 
vouchers  were  the  checks,  which  have  been  made  to  their  order. 
Q.  Did  you  have  the  checks,  made  to  their  order?    A.  We  had 
them,  yes,  sir. 

Q.  Did  you  have  all  of  them?  A.  Well,  I  did  not  attend  to 
that. 

Q.  Who  did  —  who  was  the  auditor  of  that  account?  A.  I 
presume  —  I  think  during  that  time  Mr.  Hoffecker  audited. 

Q.  Who  was  Mr.  Hoffecker?  A.  He  was  at  that  time  auditor 
cf  the  accounts. 

Q.  How  long  did  he  remain  with  your  company?  A.  Well, 
he  was  with  the  company  a  very  considerable  —  several  years  — 
but  I  think  his  connection  ceased  in  1898,  but  I  can't  be  certain 
aboi't  the  date. 

Q.  In  1898?    A.  Yea. 
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Q.  In  what  time  in  1898?  A.  Tliat  I  cannot  tell  without  re- 
freshing my  memory;  I  can't  remember  the  dates. 

Q.  What  were  the  circumstances  under  which  he  left  the  com- 
pany? A.  He  made  a  demand  on  the  company  for  an  increase 
in  salary  from  $25  a  week  to  $100  per  week  under  such  terni-^ 
that  the  Executive  Committee  met  and  dismissed  him. 

Q.  Did  he  refuse  to  avidit  the  accounts  in  the  form  in  which 
President  Burnham  desired  them  to  be  audited?  A.  Not  to  my 
knowledge. 

Q.  Haven't  you  ever  heard  of  that?  A.  I  have  heard  it 
charged  that  he  refused  to  audit  &  certain  account  in  the  form 
in  which  Mr.  Burnham  desired  it  to  be  audited,  but  I  know  that 
Xir.  Burnham  did  not  direct  the  audit  of  that  account  but  that  I 
did  it  personally. 

Q.  What  account  do  you  refer  to?  A.  I  refer  to  the  Halsey 
account  —  the  Baltimore  agent. 

Q.  Did  Mr.  Hoffecker  have  anything  to  do  with  auditing  Mr. 
'  Moss'  account?    A.  My  impression  is  that  he  did. 

Q.  Did  he  refuse  to  obey  instructions  with  regard  to  certain 
items  in  that  account,  or  their  entry  ?  A.  The  only  one  I  know 
of  is  this  Halsey  account. 

Q.  And  what  was  that?  A.  It  was  an  account  where  Mr. 
Halsey,  agent  at  Baltimore  had  two  accounts  against  the  Associa- 
tion, and  in  one  of  them  there  was  a  credit  for  three  thousand 
dollars,  and  the  other  there  was  a  debit  against  him  of  eight  thou- 
sand dollars.  He  was  attempting  to  procure  the  payment  by  the 
company  of  the  three  thousand  dollars  without  regard  to  the  debi.; 
of  eight  thousand  dollars  which  he  owed,  and  I  ordered  the  two 
accounts  consolidated,  giving  him  credit  for  the  three  thousand 
dollars  on  account  of  the  eight  thousand  dollars,  while  he  was 
attempting  to  obtain  payment  of  three  thousand  dollars,  regardless 
of  his  other  indebtedness.  , 

Q.  I  have  been  furnished  a  letter  as  follows  purporting  to  be 
signed  by  Mr.  Hoffecker  and  addressed  to  President  Burnham, 

F.  A.  Burnham,  President, 

April  22,  1898. 

Dear  Sir: 

i  cannot  conscientiously  make  the  adjustments  called  for  by 
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the  enclosed  order  while  the  accounts  involved  are  in  their  present 
condition.  If  such  protest  should  terminate  my  connection  with 
this  Association  this  letter  will  serve  as  my  resignation.  I  have 
always  endeavored  to  follow  your  early  instructions  ever  to  act 
without  fear  or  favor,  and  in  this  instance  feel  that  I  am  but 
strictly  adhering  to  my  duty. 

Yours  truly, 

J.  F.  Hoffecker, 

Auditor  of  Accounts. 

Q.  "Was  such  a  letter  received?     A.  I  think  there  was. 

Q.  Is  it  a  fact  that  the  adjustment  referred  to  with  regard  to 
this  Ilalsey  matter  was  one  where  Halsey,  one  of  Halsey's  sub- 
agents  claimed  credit  for  three  thousand  dollars  for  commissions 
earned  by  him,  which  had  been  received  by  the  Association  and 
paid  to  Mr.  Moss ;  that  there  were  orders  to  credit  Mr.  Ilalsey 
with  the  three  thousand  dollars  and  charge  it  to  Mr.  !Moss,  and 
Mr.  Hoffecker  refused  to  do  it.  Was  that  the  transaction?  A. 
The  transaction  was  something  like  that. 

Q.  In  what  respect  <lid  it  differ  from  that?  A.  The  order  as  I 
recall  it  was  not  to  consolidate  the  two  accounts  but  to  make  up  a 
statement  to  him  showing  the  balance  due  from  him,  and  giving 
him  the  credit  for  the  three  thousand  dollars. 

Q.  What  was  to  be  the  effect  on  Mr.  Moss'  account  by  the  sort 
of  bookkeeping  that  was  desired  ?  A.  It  would  have  charged  Mr. 
Moss  with  the  three  thousand  dollars. 

Q.  And  what  would  have  been  the  result  of  that  effect?  A. 
As  compared  with  the  contention  that  Mr.  Halsey  was  making  it 
would  have  left  a  charge  against  'Mr.  Moss  of  three  thousand 
dollars,  and  a  charge  against  Mr.  Halsey  of  five  thousand  dollars, 
making  the  aggregate  which  was  then  charged  against  Mr.  Halsey 
of  eight  thoiisand  dollars,  and  it  would  have  saved  the  Associa- 
tion from  paying  out  three  in  cash. 

Q.  Did  Mr.  Hoffecker  tender  his  resignation  in  July  in  that 
letter  I  now  show  you  ? 

(Showing  witness  letter.) 

A,  Mr.  Hoffecker  wrote  this  letter  in  July,  no  doubt  about  that. 
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Q.  The  letter  is  as  follows: 

July  9,  1898. 

F.  A.  Bumham,  Esq., 

Dear  Sir: 

I  hereby  tender  my  resignation  to  take  effect  at  once.  Our 
ideas  of  common  honesty  and  integrity  of  management  which  are 
jdedged  to  the  members  of  this  Association,  are  so  radically  dif- 
ferent that  possessed  as  I  am  with  the  personal  and  positive  knowl- 
edge of  so  many  questionable  transactions  which  have  been  ap- 
proved by  you,  I  cannot  and  will  not  be  further  connected  with 
this  Association  under  your  management. 

Yours  truly, 

J.  F.  Hoffecker, 

Auditor  of  Accounts. 

Q.  Now,  did  you  dismiss  him  after  that?  A.  I  will  have  to 
refresh  my  memory  as  to  the  dates  of  his  letters. 

Q.  Isn't  it  a  fact  that  he  wrote  that  letter,  and  then  you  dis- 
missed him  in  a  form?  A.  He  was  dismissed  upon  the  day  on 
\\'hich  he  wrote  a  letter  demanding  an  increase  of  salary  from 
$25  per  week  to  $100  per  week,  and  practically  saying  as  much 
that  it  was  safer  for  us  to  increase  his  salary  than  it  was  to  let 
him  go. 

ME.  HUGHES:  Have  you  got  that  letter?  Will  you  pro- 
duce it? 

MR.  TYISTG :  I  will  produce  a  certified  copy.  The  original  is 
liled  in  Canada. 

THE  WITlYESS :  We  never  got  it  back. 

Q.  Did  you  have  any  litigation  with  Mr.  Hoffecker?  A.  I 
tlon't  think  we  had  any  litigation  Avith  Mr.  Hoffecker. 

Q.  Did  you  pay  him  any  money?  A.  Not  to  my  knowledge, 
i  do  not  think  we  did. 

Q.  Directly  or  indirectly?    A.  No,  sir. 

Q.   Or  did  you  pay  any  attorney  for  him?    A.   No,  sir. 

Q.  Did  you  have  any  litigation  on  account  of  Hoffecker?  A. 
There  was  a  brother  or  cousin  of  his  in  Delaware  who,  after  Mr. 
Hoffecker's  leaving  the  Association,  combined  with  others  to  form 
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organizations  of  policyholders  for  tlie  purpose  of  moving  against 
tiio  management  of  the  company  and  for  the  appointment  of  a 
receiver.  Those  were  organized  in  several  States,  and  became 
active  here  in  New  York  through  Mr.  Hoffecker,  the  attorney, 
resulting  in  not  active  litigation,  but  the  threatening  of  litigation, 
and  the  bringing  of  a  good  many  matters  of  trouble  to  the  Asso- 
ciation and  threatening  to  the  interests  of  the  policyholders,  and 
if  that  is  what  you  refer  to  there  was  such  trouble. 

Q.  Was  there  a  settlement  with  anybody?  A.  There  was  a 
i>ettlement  with  one  MacDonald. 

Q.  How  much  money  was  paid  to  Mr.  MacDonald?  A. 
$15,000. 

Q.  When  was  that  paid?  A.  The  dates  of  payment  —  I  don't 
think  the  dates  of  payments  appear  on  that.  (Referring  to  Ex- 
hibit 173  for  identification.)    The  first  one  was  January  25,  1899. 

ME.  TYNG :  The  other  one  was,  I  think,  in  March. 

THE  WITNESS:  Probably  the  other  one  was  in  March. 
And  the  last  one  in  May. 

Q.  Those  were  in  the  early  part  of  1899  ?     A.  Yes. 

Q.  What  were  those  payments  made  for?  A.  Mr.  Hoffecker 
had,  as  I  stated,  with  .one  McDonald,  an  attorney  in  Philadelphia, 
been  instrumental  in  organizing  these  combinations  of  policy- 
holders in  several  of  the  States  for  the  purpose  of  moving  against 
the  management  of  the  company  and  for  having  it  throAvn  into 
the  hands  of  a  receiver.  They  had  engaged,  as  their  counsel  in 
this  city,  General  Tracy.  We  employed,  in  connection  with  that 
litigation,  or  that  trouble,  Mr.  Lauterbach  and  Mr.  Frank  R. 
Lawrence.  They  had  several  meetings  with  General  Tracy  and 
many  of  the  charges  that  were  made  were  informally  investigated 
by  him  with  the  result  that  he  finally  witlidrew  from  the  litiga- 
tion. The  litigation  was  of  such  a  character  as  was  likely  to 
create  a  gTeat  deal  of  expense;  there  were  organizations,  as  I 
recollect,  in  Delaware,  Maryland,  the  District  of  Columbia,  Vir- 
ginia, and  it  was  finally  suggested  that  if  we  would  pay  the  ex- 
penses that  had  been  incui-red  the  actions  would  be  discontinued, 
and  the  organization  stopped  and  the  whole  matter  cease.  While 
it  was  to  oiir  minds  in  the  nature  of  an  extortion,  I  do  not  hesitate 
to  say  it  was — it  was  our  duty  as  the  managers  of  the  interests  of 
the  company  to  look  at  the  cost  of  the  expense  that  would  be  in- 
volved on  the  one  side  or  the  other  and  the  injury  that  would  re- 
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STilt  in  protracted  litigation,  whatever  might  be  its  outcome,  to 
the  interest  of  the  policyholders,  and  we  decided  it  was  a  position 
where  we  had  to  choose  between  two  evils,  and  the  least  of  them 
was  to  malce  the  adjustment. 

Q.  What  was  this  litigation?  A.  It  was  for  the  purpose  of 
removing  the  management  of  the  company  and  putting  the  com- 
pany in  the  hands  of  a  receiver. 

Q.  And  where  was  it  instituted  ?  A.  It  did  not  reach  the  point 
of  actually  instituting  litigation  in  the  courts. 

Q.  It  was  a  threat  of  suit  then  ?  A.  It  was  a  threat  and  an 
organization  of  policyholders  for  that  purpose. 

Q.  Was  it  not  in  effect  that  Mr.  Burnham  had  been  guilty  of 
mismanagement  and  maladministration  of  moneys  and  that  he 
should  be  removed  from  office  ?     A.  Undoubtedly  they  took 

Q.  That  was  the  precise  charge,  was  it  not  ?  A.  That  was  not 
the  full  charge,  not  by  any  means. 

Q.  What  was  the  rest  of  it?  A.  The  insolvency  of  the  com- 
pany was  charged  among  other  things,  and  the  demand  for  a  re- 
ceiver. 

Q.  But  the  charges  that  Hoffecker  made  or  stimulated  the 
making  of,  had  to  do  with  President  Burnham's  management? 
A.  Partly. 

Q.  And  did  it  invoh-e  your  management?  A.  I  am  not  fully 
informed  about  that,  but  I  presume  that  it  did. 

Q.  It  was  specially  directed  at  the  President,  was  it  not?  A. 
So  far  as  that  part  of  it  was  concerned,  yes. 

Q.  It  charged  that  he  had  permitted  Moss  to  obtain  large  sums 
of  money  improperly  ?  A.  That  was  one  of  the  charges.  The 
charges  were  such  as  were  subsequently  filed  with  the  Superinten- 
dent of  Insurance. 

Q.  They  charged  that  he  had  not  had  proper  accounts  kept? 
A.  That  was  the  substance  of  it. 

Q.  And  rather  than  face  a  litigation  of  that  sort  you  thought 
it  wise  to  pay  the  sum  of  fifteen  thousand  dollars  ?  A.  We 
thought  that  rather  than  incur  the  expense  that  would  be  involved 
in  the  litigation,  and  the  damage  that  would  result  from  prolonged 
litigation,  no  matter  how  it  might  result,  to  the  interest  of  the 
]iolieYholders,  our  duty  as  directors  and  managers  was  to  make  the 
settlement  and  stop  the  proceedings. 

Q.  In  connection  with  that  did  you  pay  anybody  else  besides 
'^^cDonald  any  money?     A.  No,  sir. 

Q.  And  this  was  about  the  time  you  settled  with  Mr.  Patter- 
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son  —  I  have  not  the  date  in  mind  when  you  made  the  settlement 
with  Mr.  Patterson,  you  testified  to  it  yesterday.  A.  My  im- 
pression is  that  the  settlement  with  Mr.  Patterson  was  later. 

Q.  Later  ?    A.  Yes,  a  little  later. 

Q.  Have  you  Mr.  Moss's  account  or  a  transcript  of  it  ?  A.  I 
have  the 

Q.  I  would  like  the  account  with  Moss  as  it  appears  on  your 
books.  Have  you  a  transcript  of  it?  A.  The  entire  account 
with  Mr.  Moss  ? 

Q.  For  1897;  I  am  talking  of  now,  as  it  appears  on  your 
books. 

MR.  TYNG:    We  haven't  it  here. 

THE  WITNESS :    It  is  in  several  letter  books,  is  it  not? 

ME  TYISTG:  I  think  it  is.  I  think  we  have  practically  the 
whole  thing. 

Q.  You  do  not  mean  his  account  is  in  letter  books  ?  A.  Yes, 
when  the  accounts  were  made  up  we  kept  them  in  letter  books 
as  the  best  method  of  keeping  them  by  themselves. 

Q.  Haven't  you  a  ledger  account?  A.  We  have  a  ledger 
accoiTnt. 

Q.  And  that  shows  what  he  was  charged  with  and  what  he 
was  credited  with  ?    A.  Here  is  a  synopsis  of  the  entire  account. 

Q.  I  would  like  to  have  you  send  for  your  ledger  of  1897,  if 
you  will,  which  will  show  Mr.  Moss's  account,  and  for  those 
letter  books  which  contain  the  matters  you  mention.  You  tell 
me  this  paper  is  a  synopsis  of  it?  A.  This  is  a  synopsis  of  the 
cash  expenditures,  and  then  there  is  an  accounting  there  of  the 
entire  matter.     Probably  this  would  be 

Q.  I  want  again  to  direct  your  attention  to  the  question 
whether,  during  the  year  1897,  when  Mr.  Moss  got  this  advance  of 
about  thirty-five  hundred  dollars  a  week,  the  amount  was  charged 
to  him  in  his  regular  ledger  account?  A.  There  was  a  regular 
ledger  account  of  his  advances,  and  as  against  that  we  credited 
the  disbursements  he  made  as  they  were  approved  and  the  war- 
rants issued  for  the  credits.     That  would  be  the 

Q.  Was  he  charged  with  all  the  moneys  he  got  in  his  regular 
ledger  account  at  the  time  ?  A.  Well,  in  the  regular  ledger  ac- 
count that  referred  to  the  advances,  yes,  sir. 

Q.  What  account  was  that?  A.  It  was  an  account  covering 
the  advances. 
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Q.  What  kind  of  an  account,  in  Mr.  Moss's  name?  A.  In 
Moss's  name. 

Q.  Was  it  separate  from  the  commission  account  ?  A.  It  was. 
It  was  for  tlie  purpose  of  keeping  the  run  of  the  account  of 
advances. 

Q.  Then  we  want  the  ledger  which  will  show  that  as  well  as 
the  commissions. 

ME.  TY¥G :    Is  that  a  different  ledger  ? 

THE  WITNESS:  I  think  it  is  in  the  same  ledger.  There 
are  two  or  three  ledgers. 

Q.  Yes.  Whatever  is  necessary  to  show  his  entire  account. 
How  did  this  account  stand  at  the  end  of  the  year  1897  ?  A.  His 
account,  with  advances,  showed  that  he  had  made  advances  to 
agents  to  the  amount  of  $528.75  more  than  he  had  received. 

Q.  What  was  the  total  amount  that  he  had  advanced?  A. 
$247,695.45. 

Q.  What  did  you  have  to  show  that  he  had  actually  advanced 
to  agents,  $247,695.45?  A.  We  had  the  account  rendered  by 
him,  of  his  advances,  checked  by  the  auditor,  and  approved  by 
three  oflicers  of  the  company  through  a  warrant  to  credit  the 
amount  to  his  accoiint. 

Q    In  each  case?     A.  Yes. 

Q.  JSTow,  this  charge  was  filed  with  the  Insurance  Department 
in  1899,  as  I  am  advised: 

"It  is  further  alleged,  and  distinctly  charged  that  the  contract 
between  the  said  Moss  entered  into  in  January,  1897,  provided 
lie  should  be  advanced  by  the  association,  the  sum  of  thirty-five 
hundred  dollars  weekly  for  the  purpose  of  making  advances  to 
agents,  which  money  was  to  be  accounted  for  by  him.  That  by 
said  Burnham's  orders  and  in  plain  violation  of  the  terms  of  this 
contract,  the  said  Moss  was  relieved  from  having  his  account 
checked  up,  and  no  vouchers  were  required  of  his  supposed  dis- 
bursements and  advances  to  agents." 

Is  that  so?     A.  It  is  not. 

Q.  Do  you  know  that  of  your  own  knowledge?  A.  I  have 
satisfied  myself  as  far  as  it  is  possible  to  do  so,  that  there  is  no 
truth  whatever  in  the  matter,  and  I.  know  that  the  accounts  were 
checked  up  and   there  was  no  credit  given   to  him  on  that  ac- 
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count  until  it  liad  been  passed  and  a  warrant  signed  by  three 
officers  bad  been  issued  on  tbe  strength  of  the  vouchers  given. 

Q.  Was  or  was  not  Mr.  Moss  indebted  to  the  Association  ai 
the  close  of  the  year  1897  according  to  his.  account?  A.  Ac- 
cording to  his  personal  account  there  was  a  balance  in  his  favor. 
In  his  Metropolitan  account  there  was  an  indebtedness  and 
there  was  also  an  indebtedness  for  which  he  was  undoubtedly 
responsible  for  his  contract  for  advances  which  had  not  been 
accounted  for — I  do  not  mean  which  had  not  been  accounted 
for  in  that  sense,  but  which  had  not  been  covered  by  commissions 
earned  by  the  agent  to  whom  he  made  the  ad'S'ances 

Q.  How  much  did  that  amount  to?  A.  I  cannot  state  actually, 
but  my  impression  is  somewhere  about  $150,000. 

Q.  I  do  not  understand  in  what  way  Mr.  Moss  was  liable  for 
this  $150,000.  You  say  advances  had  been  made  to  agents  and 
the  amounts  so  advanced  had  not  yet  been  covered  by  their  com- 
missions. Is  that  the  point?  So  that  there  had  been  advances  to 
sub-agents  by  Mr.  Moss  in  excess  of  the  amount  which  the  com- 
pany had  received  in  commissions  payable  to  them-some  $150,000? 
A.  Some  $150,000  to  $200,000,  I  am  not  exact  as  to  the  amount, 
but  it  was  somewhere  between  that. 

Q.  How  did  that  appear  on  the  books  of  the  company?  A. 
It  was  charged  to  the  agent  to  whom  those  advances  had  been 
made. 

Q.  Did  Mr.  Moss's  accounts  show  that  he  was  indebted  to  tlij 
Association  one  himdred  and  fifty  odd  thousand  dollars?  A.  ISTo, 
his  account  would  not  show  it  in  that  form. 

Q.  Why  should  not  the  account  show  the  indebtedness  which 
actually  existed?  A.  Because  this  money  was  advanced  to  Mr. 
Moss  to  be  advanced  by  him  to  agents.  Fow,  in  keeping  the 
accounts  with  those  agents  we  would  be  obliged  to  charge  those 
agents  with  the  advances  made  in  order  to  keep  the  accounts 
with  them  individually  and  on  that  account  would  have  ,to  credit 
Mr.  Moss's  advance  account  with  the  amount. 

Q.  What  had  you  to  do  with  his  sub-agents?  A.  Well,  we 
kept  the  accounts  with  the  sub-agents. 

Q.  Why  should  you  have  kept  the  accounts  with  the  sub- 
agents  of  Mr.  Moss's  advances  for  which  he  was  liable?  A.  Well, 
it  would  be  the  only  way  in  which  we  could  keep  run  of  our 
business. 

Q.  Do  you  think  it  is  usual  for  insurance  companies  to  keep 
account  with  the   sub-agents  of  general  managers  for  advances 
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which  are  made  to  the  sub-agents  by  the  general  managers  and 
for  which  they  are  liable  under  their  contract  ?  A.  I  should  sup- 
pose it  would  be  a  very  natural  method  of  doing. 

Q.  Do  you  know  whether  it  is  actually  employed  or  not?  A. 
ISTo,  I  do  not. 

Q.  You  have  no  contractual  relations  with  the  sub-agents, 
you  have  no  contracts  with  Mr.  Moss's  sub-agents?  A.  My 
impression  is  that  we  approve  the  contracts  that  were  made 
before  — ■ — 

Q.  Well,  that  was  a  matter  between  you  and  Mr.  Moss,  was  it 
not?     A.  Yes. 

Q.  In  other  words,  were  you  in  a  position  where  you  em- 
ployed the  sub-agents?  A.  Oh  no,  Mr.  Moss  employed  the 
sub-agents. 

Q.  You  Mere  under  no  legal  liability  to  the  sub-agents ?  A. 
Well,  that  is  a  question 

Q.  I  am  merely  inquiring  as  to  the  attitude  which  your  com- 
pany took'?  A.  As  far  as  the  commissions  were  concerned 
on  business  on  which  we  received  premiums,  I  should  say,  yes. 

Q.  That  is  if  the  company  got  the  premiums  and  the  sub- 
agents  were  entitled  to  the  commissions  and  they  had  not  been 
paid  by  the  general  manager,  you  think  they  would  have  re- 
course to  you?     A.  I  think  so. 

Q.  But  the  net  result  of  keeping  your  books  was  that  when 
Mr.  Moss  was  charged  up  with  $3,500  for  an  advance  and  he 
advanced  that  to  a  sub-agent  or  sub-agents  they  were  charged 
in  individual  accounts  with  corresponding  amounts  and  then  Mr. 
Moss  was  credited  in  his  account  with  the  amounts  with  which 
they  were  charged?  A.  Mr.  Moss  was  credited  in  his  advance 
account,  yes. 

Q.  So  that  the  net  result  was  that  there  waiS  never  on  the 
b<3oks  any  charge  against  Mr.  Moss  for  moneys  received  by 
him  and  which  he  had  advanced  to  sub-agents?  A.  Excepting 
that  the  sub-agents'  accounts  were  the  accounts  of  Mr.  Moss's 
contract  and  the  indebtedness  of  those  agents  would  be  Mr. 
Aloss's  indebtedness. 

Q.  Well,  so  far  as  Mr.  Moss's  accounts  with  the  company  was 
concerned  it  showed  credit  on  account  of  advances  to  agents 
which  were  larger  than  the  debits  on  account  of  advances  to 
himself?  A.  That  particular  account  did  because  that  account 
\va-  kept  for  the  purpose  of  checking  and  determining  exactly 
the  11  t'  made  of  the  moneys  advanced  to  him. 
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Q.  When  you  found  at  tlie  end  of  189Y  that  there  was  a  lia- 
bility of  over  $150,000  for  moneys  drawn  by  Mr.  Moss,  which 
had  not  yet  been  earned  in  commissions  what  did  you  do?  A. 
Well,  what  actually  happened  was  that  early  in  1898  we  closed 
out  this  contract  and  made  another  contract  with  him. 

Q.  Early  in  1898?    A.  In  Jamiary,  1898. 

Q.  What  did  you  do  about  collecting  from  Mr.  Moss  the 
$150,000  that  he  was  liable  for  at  that  time?  A.  The  Associa- 
tion assumed  under  this  contract  Mr.  Moss's  indebtedness  in 
consideration  of  the  commissions  and  premiums  yet  to  come 
in  on  the  business  of  1897. 

ME.  HUGHES:  I  mark  for  identification  the  contract  of 
January  22,  1898,  with  Mr.  Moss. 

(Paper  marked  Exhibit  577  for  identification.) 

MR.  HUGHES:  By  this  contract  it  was  provided  that  the 
contract  of  January  7,  1897,  should  be  cancelled.  That  Mr. 
Moss  should  be  appointed  general  manager  of  the  Association 
in  charge  of  its  agency  business  iff  the  United  States  and  that 
he  should  devote  his  entire  time  to  that  work.  And  his  com- 
pensation should  be  an  overriding  commission  of  10  per  cent. 
on  the  first  year's  premiums  received  from  and  after  the  com- 
mencement of  the  contract  upon  business  on  the  five  year  plan  or 
the  ten  year  plan  with  renewals  upon  the  second  and  subsequent 
vears'  premiums  on  said  business  at  the  rate  of  $1.50  per  thousand 
on  the  five  year  plan  and  75  cents  per  thousand  on  the  ten  year 
plan,  the  renewals,  however,  to  be  subject  to  the  reduction  of  the 
renewals  and  compensation  payable  to  other  agents  on  said  busi- 
ness. 

That  of  the  overriding  commission  on  ten  per  cent,  of  the  first 
year's  premium  Moss  should  be  paid  five  per  cent.,  or  one-half 
monthly  in  accordance  with  monthly  statements,  the  remaining 
half  of  said  commission  of  ten  per  cent,  should  be  held  by  the  As- 
sociation as  security  for  advances  made  to  agents  under  the  con- 
tract, and  should  be  allowed  and  paid  to  Moss  only  to  the  extent 
that  such  advances  were  to  be  secured  and  covered  by  the  deferred 
commissions  and  renewals  of  agents  to  whom  the  advances  were 
made,  based  upon  the  three  years'  purchase.  That  the  renewal 
commissions  are  to  be  paid  only  during  the  term  of  service,  but  in 
case  of  termination,  upon  condition  that  Moss  remained  loyal  to 
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the  Association  and  did  not  write  business  or  in  any  way  connect 
himself  for  or  with  any  other  company,  they  should  be  paid  for  a 
term  of  five  years  after  the  termination  of  the  contract.  It  is  pro- 
vided that  the  compensation  that  he  might  allow  to  agents  or  man- 
agers should  not  exceed  65  per  cent,  of  the  first  year's  premiums 
and  renewals  at  the  rate  of  $1.50  per  thousand  on  the  five  year 
plan,  and  forty  per  cent,  of  the  first  year's  premiums  and  renewals 
at  the  rate  of  75  cents  per  thousand  on  the  ten  year  plan,  renewals 
only  to  be  paid  during  the  term  of  service.  It  is  further  provided 
that  the  Association  will  advance  to  Moss  a  sum  not  exceeding 
$2,500  a  week  for  bonuses  to  agents,  said  sum  to  be  deposited  tc 
his  account  in  bank  as  general  manager,  subject  to  his  check,  said 
amount  to  be  charged  to  his  account,  and  to  be  accounted  for  with 
proper  vouchers  whenever  requested  by  the  Association,  said  ad- 
vances to  be  approved  from  time  to  time  by  the  agency  or  exec- 
utive committee.  It  is  further  provided  that  the  Association  will 
provide  Moss  with  suitable  office  ac<»mmodations,  clerical  and 
other  assistance  necessary  and  pay  the  usual  expenses  incident  to 
the  transaction  of  business  and  will  also  pay  the  rent  of  branch 
offices  as  may  be  found  necessary,  and  that  the  agreement  should 
take  effect  January  1,  1898,  and  continue  for  two  years,  subject  to 
the  rights  of  the  Association  to  terminate  it. 

Then  follows  this  provision  in  paragraph  11: 

"  That  all  previous  contracts  or  agreements  between  the  parties 
hereto  are  hereby  terminated;  nevertheless  such  termination  of 
commissions  or  bonuses  on  busintss  secured  under  the  same  shall 
be  allowed  to  the  said  party  of  the  second  part,  subject  to  the  terms 
and  conditions  of  this  agreement  and  of  said  terminated  contracts 
or  agreement  except  the  commissions,  bonuses  or  other  compensa- 
tion under  said  agreement  or  appointment  of  January  7,  1897,  of 
and  from  which  commissions,  bonuses  or  other  compensation  under 
such  last  mentioned  contract  the  said  party  of  the  second  part 
hereby  releases  and  discharges  the  Association,  the  said  Association 
in  turn  assuming  all  liabilities  to  agents  for  commissions,  bonuses 
or  other  compensation  accrued,  or  to  accrue  under  contracts  now 
on  file  with  said  Association." 

Q.  Down  to  the  time  of  the  making  of  that  contract  Mr. 
Moss  had  received  in  commissions  under  the  contract  of  1897, 
in  his  overriding  commission  on  personal  business  about  $97,000 
and    he    had    received    these    advances    and    his    account    stood 
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with  a  liability  against  him  by  reason  thereof,  of  about  One 
hundred  and  fifty  odd  thousand-  dollars?  A.  That  is,  there 
had  been  credited  to  his  account  the  $93,000.  He  had  not  re- 
ceived it,  necessarily  received  it,  in  cash,  but  there  had  been 
credited  to  his  account  that  amount. 

Q.  How  much  had  he  had  in  cash?  Had  he  not  had  this 
amount  you  gave  me  of  $628,000  in  that  year?  A.  Well,  that 
was  the  summation  of  the  transaction.  ISTot  in  that  year,  but 
with  relation  _to  that  year's  business.     But  - — — 

Q.  Do  you  know  what  he  had  received  in  that  year?  A.  I 
have  not  got  that  statement  here. 

Q.  What  I  am  getting  at  is  this:  he  discharged  the  Association 
from  all  liability  to  him  for  commissions,  I  want  to  know  what  he 
has  got  under  his  contract  of  1897,  how  much  he  held  on?  A. 
About  $92,000,  I  think. 

Q.  About  $92,000  he  had  netted?  A.  Well,  I  don't  know 
that  he  had  netted  it. 

Q.  Well,  that  he  had  saved.  He  did  not  have  to  give  that  back, 
any  part  of  it,  under  this  contract  of  1898,  did  he?     A.  ISTo. 

Q.  Now,  then,  the  result  of  this  contract  of  1898,  was  to  dis- 
charge Moss  from  the  liability  of  one  hundred  and  fifty  odd  thou- 
sand dollars?     A.  Yes. 

Q.  And  to  remit  to  the  Association  whatever  commissions 
would  come  in  under  the  contract  previously  made?     A.  Yes. 

Q.  What  did. the  Association  receive  by  way  of  those  commis- 
sions"? A.  Well,  the  net  result  of  the  entire  transaction  of  the 
business  of  1897,  allowing  the  renewal  commissions  for  five  years 
on  the  business,  was  that  the  business  cost  the  company  82  and 
85-100  per  cent,  of  the  first  year's  premium. 

Q.  What  I  want  to  find  out  is  how  much  of  this  one  hundred 
and  fifty  odd  thousand  dollars  that  Moss  owed  the  Association 
on  advances  and  which  were  released  by  the  agreement  of  Jan- 
uary, 1898,  the  Association  got  back  through  the  commission  with 
sub-agents  that  were  remitted  to  it  by  that  same  contract?  A. 
This  82.85  per  cent,  of  first  year's  premiums  covered  all  those 
advances.  There  is  included  in  the  82.85  per  cent,  all  of  the 
advances  that  we  assumed  so  that  the  Association  got  out  of  first 
year's  premiums  17.15  per  cent,  after  taking  care  of  all  those 
advances. 

Q.  Have  you  an  account  which  will  show  just  what  you  re- 
ceived on  commissions  from  the  agents  of  Mr.  Moss  after  January 
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22,  1898,  which  were  applicable  to  the  discharge  of  the  liabilities 
of  Mr.  Moss  for  advances?  A.  We  received  on  gross  premiums 
on  1897  business  during  1898,  $203,085.52. 

Q.  Well,  that  was  upon  your  entire  business,  was  it?  A.  ISTo, 
that  was  upon  Mr.  Moss'  business  written  in  1897,  but  paid  in 
1898. 

Q.  The  agents  that  have  been  writing  business  for  Mr.  Moss 
were  entitled  to  certain  commissions?     A.  Yes. 

Q.  How  much  were  they  entitled  to  which  you  kept  as  against 
this  amount  of  one  hundred  and  fifty  odd  thousand  dollars?  A. 
About  a  hundred  and  thirty-nine  thousand. 

Q.  About  a  hundred  and  thirty-nine  thousand  dollars  ?  A.  Yes. 

Q.  And  during  what  period  did  you  get  that?  A.  During 
1898.  That  was  the  first  premium.  That  does  not  cover  renew- 
als at  all. 

Q.  Do  youF-accounts  with  the  agents  who  were  charged  with 
these  advances  show  eaniings  of  those  agents  siifficient  to  meet 
the  advances  with  which  they  were  charged?  A.  In  the  aggre- 
gate, yes. 

Q.  I  mean  in  the  eaniings  which  were  under  their  contract 
prior  to  January  32,  1S98?  A.  In  the  aggregate  for  all  the 
agents,  yes,  there  were  losses  on  some  of  the  agents. 

Q.  Losses  on  some  of  the  agents  ?     A.  Yes. 

Q.  How  could  you  get  whole  for  the  loss  of  an  advance  given 
one  agent  by  an  atlvance  made  to  another,  or  by  moneys  re- 
ceived from  another  ?  A.  We  could  not  do  that,  but  I  say  in  the 
aggregate 

Q.  I  do  not  want  the  aggregate.  There  were  a  certain  number 
of  men  who  had  got  money  for  which  Moss  was  liable.  He  was 
discharged.  How  much  did  the  association  lose  by  reason  of  the 
advances  to  men  from  whom  it  did  not  get  the  money  back?  A. 
It  lost  nothing. 

Q.  Because  of  the  aggregate  which  you  speak  of?  A.  Because 
(  f  that  and  because  we  were  released  from  the  twenty  per  cent,  of 
overriding  which  we  wnuld  have  had  to  pay  to  Moss. 

Q.  I  understood  you  to  say  there  were  some  agents  in  whose 
cases  you  did  not  get  the  money  back  ?  A.  Yes,  but  Mr.  Moss's 
twenty  per  cent,  together  with  his  future  renewals,  would  more 
than  counterbalance  that. 

Q.  But  you  were  paying  him  new  commissions  on  the  business 
he  was  getting,  and  renewals  in  lieu  of  the  old  renewals,  or  the  re- 
lease of  his  renewals  ?     A.  Under  the  1897  contract. 
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Q.  So  the  way  you  got  whole  was  the  re^newals  which  Moss  would 
have  taken?  A.  The  renewals  which  Moss  wonld  have  taken,  and 
the  balance  of  first  year's  premiums. 

Q.  And  not  through  what  the  sub-agents  would  have  received  ? 
A.  To  a  certain  extent,  yes. 

Q.  You  took  what  Moss  would  have  received,  and  what  the  sub- 
iigents  would  have  received  and  reached  your  aggregate  ?     A.    Yes. 

Q.  And  offset  that  against  the  amounts  for  which  Moss  would 
have  been  liable  if  his  account  had  been  written  up  for  1897  ?  A. 
Yes.  Let  me  state  this,  to  clear  it  up.  We  received  during  1898, 
on  first  year's  premiums  on  business  written  in  1897,  $203,085.52 
and  we  allowed  commissions  on  accoiint  of  that  of  $74,151.16  leav- 
ing a  net  of  practically  $139,000  of  those  first  year's  premiums. 

ME.  PIUGHES :    Will  you  withdraw  for  a  moment  ? 

JOHN  A.  HYLAISTD,  called  as  a  -witness,  being  duly  sworn, 
testified  as  follows : 

BY  ME.  HUGHES : 

Q.  You  are  a  bookkeeper  of  the  Mutual  Eeserve  Fund  Life  As- 
sociation?   A.  I  am. 

Q.  And  now  the  Mutual  Eeserve  Life  Association?     A.  Yes. 

Q.  Are  you  chief  bookkeeper?    A.  I  am. 

Q.  How  long  have  you  been  chief  bookkeeper  ?  A.  Since  April 
13,  1897. 

Q.  And  from  that  date  have  you  had  charge  of  the  account  with 
Morton  D.  Moss  ?     A.  1  have. 

Q.  Describe  the  manner  in  which  you  have  kept  the  account. 
What  are  the  items  of  charge  and  the  items  of  credit?  A.  The 
items  of  charge  are  cases  where  moneys  are  repaid  on  policies  and 
checks  received,  and  the  credits  are  from  commissions  credit  or 
cash  turned  into  the  company. 

Q.  Suppose  Mr.  Moss  received  a  commission  under  his  contract 
where  does  that  appear  in  his  account  ?  A.  On  the  credit  side  of 
the  account. 

Q.  At  what  time  did  he  obtain  a  credit  for  his  commissions  ? 
A.  Usually  at  the  first  of  the  month. 

Q.  That  is  at  the  —  Well,  explain  why  it  was  the  first  of  the 
month  ?  A.  On  the  first  of  May,  1897,  the  commissions  were  com- 
puted on  prejniums  received  during  the  month  of  April,  1897. 


3232  Legislative  Insurance  Investigation. 

Q.  Yes.  A.  And  the  first  of  June,  1897,  commissions  were 
oommnted  on  the  premiums  received  in  May,  1897,  and  so  on, 
from  month  to  month. 

Q.  Did  Mr.  Moss  receive  any  credit  in  1897  for  commissions 
on  premiums  not  yet  received  ?     A.  ISTo,  sir. 

Q.  Did  he  receive  any  credits  upon  renewal  business,  that  is  to 
say,  business  which  would  pay  its  renewal  payments  in  subseqiient 
years  ?     A.  Yes,  sir. 

Q.  When  did  he  receive  those  credits  ?  A.  The  ledger  will  so 
state,  I  think. 

Q.  What  was  your  practice  with  regard  to  crediting  him  with 
renewal  commissions  ?  A.  The  same  way.  1897  would  be  on  the 
1896  contract 

Q.  And  1898  on  the  1897  contract?     A.  1897'aaid  1896. 

Q.  I  see  that  the  account  of  Mr.  Moss  charges  as  follows : 

February   2,   1897 $2,000 

February  13th 3,000 

March  4th 3,000 

March  8th 2,000 

and  so  on.    What  are  those  round  sums  ?    A.  Cash  on  account  of 
commissions. 

Q.  And  for  advances  ?     A.  No,  sir. 

Q.  Not  for  advances?     A. 'No,  sir. 

Q.  Where  do  the  advances  appear  in  the  account  ?  A.  There  is 
another  account  there  for  that. 

Q.  Then  tJiis  account  that  you  now  show  me,  which  opened  on 
February  1,  1897,  folio  449,  that  being  the  continuation  of  it  in 
ledger  5 A.  Yes. 

Q.   Is  an  account  simply  of  commissions  ?     A.  Yes. 

Q.  What  are  those  items  on  the  debit  side  of  the  account,  not  in 
round  sums,  whole  amounts,  $21.70,  $41.80,  and  so  forth?  A. 
They  would  be  cash  retained  on  those  policies. 

Q.  Cash  retained  by  Mr.  Moss  ?     A.  By.  Mr.  Moss. 

Q.  What  cash  ?  A.  Why,  for  instance,  if  a  premium  was  one 
hundred  dollars,  and  he  kept  out  sixty-five  dollars,  he  would  be 
charged  with  the  sixty-five  dollars  which  he  retained. 

Q.  Were  the  premiums  paid  to  him  ?  A.  In  some  cases,  yes, 
sir. 

Q.  In  what  cases  ?  A.  In  some  of  those  cash  credits  you  will 
see  there. 
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Q.  Why  were  those  paid  to  him  and  not  the  others?  A.  I 
don't  know  whj-. 

Q.  Was  it  the  regular  course  of  business  that  he  should  collect 
premiums?  A.  It  was  on  some  of  that  first  year  business,  yes, 
sir. 

Q.  Where  was  the  distinction  draj»?n,  where  was  he  entitled  to 
collect  and  where  not  ?  A.  Well,  he  had  a  great  many  sub-agents 
and  they  would  turn  the  money  in  to  him  and  he  would  turn  it  over 
to  the  company  and  we  would  credit  his  account  with  the  amount 
turned  over  to  the  company  and  charge  him  with  the  balance  not 
turned  over. 

Q.  On  December  31,  1897,  there  was  credited  to  Mr.  Moss's 
account  $93,810.78.  What  was  that  item  for?  A.  That  was  the 
twenty  per  cent,  overriding  commissions  on  the  1897  business  on 
the  five  year  combination  option  j)lan,  and  ten  per  cent,  on  the  ten 
year  distribution  and  deposit  plan. 

Q.  How  did  it  happen  to  appear  in  one  item  of  credit  at  the  end 
of  the  year?  A.  It  was  computed  how  much  had  been  received 
during  the  year  1897  on  the  1897  business. 

Q.  But  he  had  received  all  through  the  year  large  amoimts  of 
money  in  credits  ?     A.  On  account  of  that 

Q.  On  account  of  commissions?     A.  Yes,  sir. 

Q.  How  much  had  he  received  through  the  year?  A.  I  don't 
just  remember. 

Q.  Well,  you  can  figure  it  up.  Apparantely  you  balanced  every 
page?     A.  Yes. 

Q.  In  balancing  every  page  the  amounts  are  not  readily  car- 
ried in  the  eye.  H  you  will  just  tell  me  the  entire  amount  of 
the  credit  to  the  account  of  that  year?  A.  The  cash  credits  and 
all^ 

Q.  Yes,  I  want  to  know  how  much  Mr.  Moss  got  in  that 
year  apart  from  the  advances  on  his  personal  account?  A.  Let 
me  see  page  251. 

1£R.  ELDEIDGE:  May  I  suggest  that  that  is  possibly  a 
simimary  of  it? 

(Handing  paper.) 

MR.  HUGHES:    JSTo,  that  will  not  do. 

MR.    TYNG:     Our   bookkeeping  was   this,    that   during   the 
year  while  Mr.   Moss  drew  the  $4,000  it  was  charged  to  his 
account,  and  this  $93,810  was  a  mere  bookkeeping  entry. 
102 
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ME.  HUGHES:    I  wanted  him  to  say  that. 

THE  WITI^ESS:    I  said  it  was  a  commission  credit, 

Q.  As  Mr.  Tyng  suggests,  the  fact  is  that  that  entry  of  $93,- 
810.78  on  December  31st  was  a  mere  bookkeeping  entry,  was  it 
■not?     A.  Commission,  yes,  sir. 

Q.  "Well,  A\hat  was  .that  bookkeeping  entry  made  for?  A. 
Why,  to  offiei  any  advances  he  may  have  had  during  the  year. 

Q.  It  was  to  close  the  account  ?    A.  Not  necessarily,  sir. 

Q.  Well,  for  that, year?    A.  On  premiums  received,  yes,  sir. 

Q.  The  effect  of  that  entry  was  what?  To  leave  the  account 
in  wbat  way,  with  what  balance?    A.  The  balance  of  $7,190.21. 

Q.  If  this  $93,000  had  not  been  credited  to  his  account  on 
December  31,  1898 A.  1897. 

Q.  He  would  have  owed  about  $101,000  according  to  his 
p.jrfconal  account?  A.  He  would  have  owed  $86,000.  It  threw 
it  over  on  the  other  side. 

Q.  And  it  threw  it  on  the  other  side,  I  see.  He  would  have 
cwcd  $86,000?    A.  Yes. 

Q.  And  by  crediting  $93,000  the  result  was  that  the  Associ- 
ftion  owed  him  $7,000  ?    A.  Yes. 

Q.  Where  did  you  get  the  facts  that  entered  into  that  credit 
of  ,$03,000?  A.  It  was  obtained  from  the  premium  registers 
showing  how  much  premiums  had  been  received  in  gross  and 
his  commission  of  twenty  per  cent  overriding  on  one  plan  and 
ten  per  cent  on  another  plan,  making  a  total  of  $93,000  which 
was  due  him. 

Q.  Can  you  tell  me  just  what  amount  of  money  Mr.  Moss 
had  in  that  year  on  his  personal  account  from  the  1st  of  January, 
1897?     A.  Page  251,  are  there  any  debits  there? 

.Q.  I  understand  this  account  you  are  now  looking  at  is  en- 
tirely separate  from  the  advances  made  to  him?    A.  Yes. 

Q.  This  is  a  mere  commission  account?    A.  Yes,  sir. 

Q.  Give  me  the  total  he  got.  You  say  you  can  only  check  the 
round  numbers  in  computing  the  commission  ?  A.  In  computing 
ilie  cash  paid  directly  to  him. 

Q.  Cash  paid  direct  to  him.  That  is  because  you  think  that 
where  he  kept  out  moneys  out  of  premiums  he  may  have  been 
charged  vnth  equivalent  amounts?    A.  He  was  charged. 

Q.  But  you  cannot  identify  the  items  or  their  equivalency? 
A.  No,  not  there. 
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Q.  They  do  not  appear  to  bo  corresponding?  A.  No,  that 
might  be  twenty  or  forty  items  all  charged  at  once. 

,Q.  So  that  would  be  mere  guess  work?     A.  Yes,  sir. 

Q.  And  the  net  result  of  it  all  is  that  Mr.  Moss  has  a  certain 
amount  of  money  which  he  retains  ?    A.  Yes,  sir. 

Q.  A  certain  amount  of  checks  charged  against  him  from  time 
to  time?     A.  Yes. 

Q.  Then  he  is  credited  with  certain  comnaissions?     A.  Yes. 

Q.  And  when  you  get  to  the  end  of  the  year  he  owes  the  Asso- 
ciation $86,000  according  to  the  accounts?  A.  Yes,  in  round 
numbers. 

Q.  Then  you  credit  him  with  $93,000?     A.  Yes. 

Q.  How  do  you  know  that  these  credits  on  the  credit  side  of 
the  account  are  for  moneys  turned  into  the  Association?  A. 
Cash,  it  says  there. 

Q.  Where  do  you  get  those  items  of  cash?  A.  From  tie  cash 
books. 

Q.  Who  keeps  the  cash  book?     A.  They  are  in  my  department. 

Q.  Do  you  know  that  those  items  marked  cash  were  actually 
received?     A.  I  should  say  so,  yes,  sir. 

Cash  306,  cash  74,  cash  2550,  cash  352,  all  those  items  are 
cash. 

Q.  (handing  papers.)  Is  this  the  warrant  for  that  credit  of 
$93,000?     A.  Yes,  sir. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  ISTo.  6Y8.) 

Q.  !N'ow,  the  result  of  it  is,  taking  this  account  with  Mr.  Moss, 
you  have  to  go  through  and  compare  item  by  item  the  amounts 
with  which  he  is  charged  as  cash  retained  with  the  amount  with 
which  he  credited  to  see  what  amount  through  the  year  he  had 
actually  had  on  account  of  his  commissions?     A.  Yes. 

Q.  And  the  accuracy  of  your  final  credit  to  him  of  $93,000  will 
depend  upon  the  accuracy  of  your  account  of  that  time  of  all  the 
business  written  during  the  year  upon  which  he  received  the  com- 
mission ?  A.  It  was  the  twenty  per  cent,  overriding  and  premiums 
received  during  1897  on  1897  business. 

Q.  Did  you  have  a  statement  made  up  on  that?     A.  Yes,  sir. 

Q.  Who  made  up  the  statement?  A.  Mr.  Porter,  the  comp- 
troller. 

Q.  The  comptroller?    A.  Yes. 

•Q.  As  to  its  accuracy  or  not  you  know  nothing,  you    were 
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merely  furnished  witli  a  statement?  A.  With  a  warrant,  yon 
will  see  that  is  addressed  to  the  bookkeeping  department. 

Q.  Are  there  any  expenses  of  attorneys  charged  to  genera! 
expenses  in  your  books  ?     A.  I  think  so. 

Q.  What  expenses  of  attorneys  are  charged  to  general  ex- 
penses ?    A.  I  could  not  say  unless  we  had  the  books  over  here. 

Q.  Well,  you  know  that  has  been  done?  A.  I  think  I  have 
seen  that,  yes. 

Q.  How  recently?  A.  In  getting  up  the  data  for  legal  ex- 
penses we  found  that  some  were  charged  to  legal  expenses. ' 

Q.  How  frequently  does  that  occur  ?  A.  "Very  seldom,  I  should 
say. 

Q.  Do  you  know  any  reason  for  that  practice  ?    A.  No,  sir. 

Q.  Have  you  included  all  the  expenses  charged  to  general  ex- 
penses— I  mean  all  the  legal  expenses  charged  to  general  expenses 
in  the  statement  that  has  been  made  up  here  of  legal  expenses  ? 
A.  I  did  not  prepare  that  statement,  Mr.  Hughes. 

Q.  Who  did  prepare  it  ?    A.  Mr.  Porter. 

Q.  Do  you  have  any  legal  expense  account  in  your  ledgers? 
A.  Yes,  sir. 

ME.  HUG-HES :  Are  you  able  to  state,  Mr.  Lawrence,  whether 
this  contains  all  legal  expenses  which  have  been  charged  to  gen- 
eral expenses? 

MR.  LAWRENCE:  I  am  not  able  to  state. 

MR.  TYNG:  That  statement  only  purports  to  be  payments 
to  attorneys. 

MR.  HUGHES :  I  am  speaking  of  payments  to  attorneys  which 
are  in  your  general  expense  account. 

MR.  TYNG:  I  could  not  tell  you  that. 

MR.  ELDRIDGE:  Instruction  was  given  to  give  everythimg. 

MR.  TYNG :  Some  we  found  and  gave,  but  I  don't  know  that 
it  includes  everything. 

Q.  Was  there  any  particular  form  of  attorneys  or  class  of  legal 
expenses  that  went  into  the  general  e(xpense  account?  A.  Not 
to  my  loiowlndge. 

Q.  Wei],  you  as  chief  bookkeeper  must  have  had  some  reason 
for  putting  legal  expenses  in  that  account  rather  than  in  the  ordi- 
nary legal  expense  account?    A.  You  understand  bur  way  is  just 
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this:  A  warrant  comes  —  "Please  pay  so  and  so,  so  many  dol- 
lars and  charge  it  to  a  certain  account  —  either  general  expense, 
legal  expense  or  general  expense  account." 

Q.  Ton  act  under  instructictas?  A.  Yes. 

Q.  You  have  no  choice  as  to  what  account  it  should  be  placed 
in  ?    A.  None  whatever. 

Q.  When  this  account  with  Mr.  Moss  was  closed  out  at  the  end 
of  189Y  what  was  done  with  this  $7,000  balance  —  yvas  that  ulti- 
mately paid  him?    A.  It  was  charged  to  him  and  account  closed. 

Q.  Was  that  paid  him  ?    A.  ISTo,  sir. 

Q.  That  was  not  paid  him?    A.  No,  sir. 

Q.  So  that  the  entire  amount  he  got  out  of  that  was  $93,810? 
A.  Well,  not  exactly,  he  didn't  get  all  that  credit,  because 
$6,895.62  is  charged  back  —  he  was  charged  and  commissions 
credited. 

Q.  So  that  the  actual  amount  he  got  for  commissions  in  1897 
was  how  much?    A.  About  $87,000  and  credits. 

Q.  That  he  had  drawn  in  cash  during  that  year?    A.  Yes,  sir. 

Q.  Now,  how  much  did  he  get  in  1898  ?  You  can  look  at  the 
balance  at  the  end  of  the  year?  A.  The  account,  I  think,  was 
closed  July,  1898. 

Q.  It  is  about  $20,000,  isn't  it?    A.  About  $22,000  or  $23,000. 

Q.  About  $22,000  or  $23,000  down  to  what  time?  A.  Down 
to  July  27th. 

Q.  1898?    A.  1898. 

Q.  Now,  what  is  this  amount  —  "  In  re  Moss  Special "  ?  A. 
That  was  in  1896  business. 

Q.  That  is  in  1897  he  got  commissions  on  1896  business  in 
addition  to  what  you  have  already  testified  of  about  what  amount? 
A.  $522.23  on  1896  business. 

Q.  Now  where  is  the  account  of  his  advances  or  advances  to 
agents?    A.  That  begins  at  page  396. 

Q.  That  is  a  general  manager's  special  account?    A.  Yes. 

Q.  In  which  he  is  charged  regularly  with  the  $3,500  a  week? 
A.  Yes. 

Q.  And  he  is  credited  on  the  other  side  with  certain  amounts? 
A.  Yes,  sir, 

Q.  Giving  certain  names.  Now  what  are  those  names?  A. 
Advances  to  the  agents. 

Q.  Are  those  the  names  of  the  agents?  A.  Well,  those  are  the 
sundries. 

Q.  We  have  here  a  lot  of  items  of  sundries  —  thousands  of 
dollars,  what  does  that  mean?    A.  Advances  to  sundry  agents. 
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Q.  Is  that  the  form  of  the  voucher  advances-  to  sundry  agents- 
when  it  is  entered  sundries  ?  A^  There  would  be*  a  stat^nent 
attached  to  the  voucher. 

Q.  Mr.  Moss's  statement?    A.  Yes. 

Q.  But  nothing  from  the  particular  man  to  whom  the  advance 
is  made  ?    A.  It  is  checked  up  by  the  auditor's  accounts. 

Q.  This  is  a  form  of  voucher  you  now  show  me  which  shows 
as  follows:  "Mr.  J.  S.  Hoffecker,  auditor' of  accounts,  please 
debit  the  accounts  of  the  following  agents  i  as  below  "-^a  number 
of  agents  are  mentioned,  and  then  there  is  a  warrant  under  date 
of  February  4,  1897 — ^just  find  that  date,  for  the' payment,  of 
$1,743,  which  is  charged  to  the  accounts  of  sundry  agents^ — 
$1,743.08 ;  that  is  put  under  the  head  of  sundries  ?     A.  Yes. 

Q.  In  other  cases  you  find  certain  items — ^the  names  given^ — 
what  do  those  indicate  ?     A.  Possibly  one  name  on  the  warrant. 

Q.  But  this  is  the  ordinary  course  of :  having  a  number  of 
names?     A.  Yes,  sir. 

Q.  Now  your  instructions  there  are  to  charge  the  same,  to  th© 
account  of  sundry  agents?    A.  Yes. 

Q.  Where  is  the  account  of  sundry  agents^^-is  this  the  account 
(indicating)  ?     A.  E'o,  sir. 

Q.  Do  you  have  any  other  accounts?  A.  We  had  agents  in 
detail. 

Q.  You  mean  the  accounts  with  each  one  of  the  names  given- 
here  ?     A.  Yes^  sir. 

Q.  And  you  charge  these  amounts  to  those  accounts  ?  A.  Yea, 
sir. 

Q.  Where  did  you  find  in  this  warrant  any  authority  to  credit 
those  amounts  to  Mr.  Moss's  account — credit  Moton  D.  Moss, 
general  manager,  special  account — ^whose  handwriting  is  that  ? 
A.  Prepared  in  the  auditor's  department. 

ME.  HUGHES:  Now  I  will  offer  that  in  evidence  —  that 
voucher  or  warrant. 

(Paper  marked  Exhibit  579  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  And  then  when  you  got  the  commissions  from  the  agents 
who  had  received  the  advances  you  credited  them  against  the 
advances  in  their  special  account  ?     A.  When  we  got  in  premiums.. 

Q.  When  you  got  in  premiums  on  which  they  were  entitled  to 
commissions?     A.  We  computed  the  commissions. 
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Q:  And  gave  them  credit  for  them?     A.  Yes. 

Q.  Show  me  one  of  those  accounts  as  a  specimen.  A'.  Page 
462  (indicating). 

Q.  ITow,  were  there  any  of  the  sub-agents  accounts,  these,  sub- 
agents  of  Mr.  Moss,  whose  accounts  were  closed  with  a  loss  on 
account  of  the  1897  business  ?  A.  I  should  say  there  would,  be 
some,. yes,  sir. 

Q.  How  many  were  thvere  ?    A.  I  could  not  state. 

Q.  I  mean  where  they  had  received  advances  during  1897  and 
the  advances  had  not- been  made  good  out  of  the  commissions  of 
the  sub-agents — there  were  such  accounts  ?     A.  Yes,  sir 

Q.  How  did  you  book  such  losses  ?  A.  Still  remains  to  their 
debit. 

Q.  Have  not  the  accounts  been  closed  and  the  amounts  charged, 
to  profit  and  loss  ?     A.  No,  sir. 

Q.  Still  carried  as  an  open  account  on  their  books?'  Ai  Yes, 
sir; 

GEORGE  D.  ELDRIDGE,  resumed. 

BY  ME.  HUGHES : 

Q.  E"ow,  did  Mr.  Moss  procure  any  of  these  transfers  that  you 
were  mentioning  yesterday  from  the  old  plan  to  the  five  year 
plan  ?     A.  He  did. 

Q.  Was  a  large  part  of  his  business  transfers  of  that  descrip- 
tion ?  A.  No,  there  was  a  considerable  portion  of  it,  but  not  a 
large  part  of  it. 

Q.  Well,  upon  transfers  which  were  made  from  the  one  plan  to 
the  other  was  Mr.  Moss  allowed  commissions?  A.  Wh'ere  the 
business  had  been  in  force  over  five  years,  he  was  during,  I  think, 
1897. 

Q.  It  was  this  transfer  from  the  old' plan  to  the  five  year' plan 
which  interfered  with  your  carrying  out  or  making  good  the' 
estimates  on  the  five  year  business,  was  it  not?  A.  It' was  that 
imdoubtedly  that  caused  the  excess  mortality. 

Q.  Now,  why  did  you  allow  Mi-i  Moss  commissions  on  business 
which  consisted  simply  of  the  surrender  of  one  policy  and  the 
taking  of  another?  A.  Because  if  we  had  not  done  so  our-busi- 
ness  would  have  been  raided  and  the  best  portion  of  it  placed  vntb 
other  companies  for  the  commission,  and  we  should  have  had 
simply  a  mass  of  sub-standard  and  depleted  business  left  on  our 
hands. 
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Q.  As  the  result  you  did  in  fact  pay  two  commissions  on  that 
business?  The  earlier  commission,  certainly,  and  the  new  com- 
mission. 

THE  CHAIRMAN:  Raided  by  whom? 

MR.  HUGHES:  Senator  Armstrong  suggests  that  I  ask  by 
whem  did  you  expect  to  be  raided  if  you  did  not  pay  these  com- 
missions. 

THE  WITNESS :  Well,  we  undoubtedly  should  have  been  by 
our  own  agents. 

Q.  By  Moss  ?  A.  No,  by  our  sub-agents.  You  take  a  solicitor 
and  he  has  an  opportunity  of  taking  a  risk  to  another  company 
and  getting  a  commission  on  it,  and  he  cannot  get  it  in  his  own 
company.  You  can  find  no  means  of  guarding  against  his  doing 
that  work,  but  this  would,  perhaps,  a  little  further  elucidate  it: 
There  was  a  man  who  had  a  fifteen  year  contract  and  there  was 
no  reason  why  he  should  not  be  written  for  a  five  year  contract; 
he  could  be  taken  for  additional  insurance  if  he  could  pass  a  med- 
ical examination  and  the  agent  get  his  commission  and  the  fifteen 
year  policy  lapse  on  the  next  payment. 

Q.  You  had  outstanding  policies  and  the  raiding  you  feared 
was  the  taking  of  those  policies  for  surrender  and  the  writing  of 
new  insurance  in  other  companies  ?     A.  Yes. 

Q.  That  you  always  are  in  danger  of?  A.  Yes,  but  we  were 
peculiarly  exposed  to  it  at  that  time  because  it  was  of  the  peculiar 
situation  of  the  company  in  reference  to  the  increasing  of  rates. 

MR.  HUGHES :  Because  of  the  increase  of  the  assessment. 

BY  THE  CHAIRMAN : 

Q.  I  thought  I  understood  that  this  transfer  from  one  form 
of  insurance  to  another  was  a  sort  of  concession  granted  by  the 
company  to  policyholders  which  the  company  were  indifferent 
whether  it  was  accepted  or  not.  .A.  No.  In  the  first  place  the 
company  was  glad  to  have  the  change  made  as  it  would  dimin- 
ish undoubtedly  the  amount  of  friction  in  the  future,  and  then, 
of  course,  the  company  was  kept  on  to  protect  itself  as  far  as  it 
could  against  business  being  taken  away  from  it  and  it  being 
left  the  worst  class  of  business. 

Q.  The  class  of  business  thereby  secured  was  that  which  in- 
creased the  mortality  rate  of  the  company?     A.  The  results 
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proved  that  the  business  which  was  transferred  was  a  better  class 
of  business  than  that  which  was  left;  there  is  no  doubt  about 
that,  because  the  extra  mortality  on  that  has  not  been  any- 
where near  the  extra  mortality  on  the  business  that  was  left. 

BY  ME.  HUGHES: 

Q.  You  put  a  premium  upon  Moss's  turning  over  the  good 
risks  on  the  old  plan  into  the  new  plan?  A.  We  did.  "We  put 
a  premium  on  securing  the  retention  of  that  business  instead  of 
losing  it. 

Q.  Such  a  transfer  of  risks  from  the  one  to  the  other  you 
could  readily  have  secured  through  inviting  your  policyholders 
to  ^o  into  -the  new  plan  without  payment  to  Moss  of  commis- 
sions ?  A.  And  probably  would  not  have  got  one  in  a  thousand. 
Let  me  say  to  you,  Mr.  Hughes,  that  we  -put  out  circular  after 
circular  on  an  exchange  to  the  contract  reserve  and  letter  after 
letter,  and  as  an  actual  fact  comparatively  few,  scarcely  any, 
were  exchanged  excepting  where  we  had  personal  visits  to  them 
and  personal  interviews  with  them, 

BY  THE  CHAIEMAN: 

Q.  But  you  woiild  have  saved  yourself  had  you  not  secured 
that  business  apparently  the  disappointment  which  you  met  with 
when  the  mortality  rate  increased  and  destroyed  your  plan  or 
made  it  impossible  ?  A-  I  do  not  regard  the  plan  was  destroyed. 
My  own  impression  is  that  the  mortality  which  resulted  from  that 
transfer  was  of  a  temporary  character  and  from  the  results 
shown  on  the  books  I  think  it  has  exhausted  itself. 

Q.  I  misunderstood  you  yesterday  when  you  attributed  to 
that  cause,  at  least  in  large  part,  the  failure  of  your  plans  to  meet 
the  prophecy?  A.  I  stated  that  the  diffeernce  up  to  the  present 
time  in  mortality  was  due  to  that  plan,  but  while  among  the 
business  that  remained  under  the  old  plan,  the  ratio  of  mortality 
to  expected  shows  a  tendency  to  increase,  that  that  was  changed 
to  the  five  year  plan  shows  a  tendency  to  decrease,  showing  that 
it  is  a  far  better  class  of  business  that  was  transferred  than  that 
remaining  under  the  fifteen  year  plan;  but  it  did  cause  this  extra 
mortality,  which  we  are  now  repairing,  but  which  we  think  was 
temporary  in  its  character. 
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BY  ME.  HUGHES: 

Q.  Now,  it  was  charged  that  one  of  the  pages  of  the  contract 
with  Mr.  Moss  was  removed,  and  another  substituted.  Have  you 
heard  of  that  charge  ?  A.  I  have  heard  of  that  charge  as  made 
by  Mr.  Wells,  yes. 

Q.  Do  you  know  anything  about  its  truth  or  falsity?  A.  I 
■simply  know  that  1  have  found  nothing  at  all' through  an  in- 
vestigation or  examination  of  the  facts  that  would  justify  such  a 
charge.  J.  know  that  in  1899,  when  charges  were  filed  with  the 
Insurance  Department,  before  the  management  knew  what  those 
charges '  were  i  the  Insurance  Department  required  of  us  to  pro- 
duce ,the  contract  with  Mr.  Moss,  which  we  ;  produced,  to  the 
Department,  and  which  even  Mr.  Wells,  who  made  the  charge, 
now  admits  was  the  original  contract  and  in  the  original  form 
as  drawn.  And  J  may  add  further,  that  so  far  as  I  am  con- 
I  cerned,  J  have  never  been  able  to  appreciate  the  difEerence  in 
the  two  wordings,  one  of  which  Mr.  Wells  declares  was  the 
original,  and  the.  other  the  substitute. 

Q.  What  are  the  two  wordings?  A.  They  are  in; the  Canadian 
testimony  — ■  that  is  the  closest  we  can  get  to  it. 

Q.  Can  you  put  your  hand  on  it  (handing  witness  book)  ? 

THE'CHAIEMAlSr:  I  will  state  for  the  information  of  those 
'  present  .who  may  be  waiting  that  the  Board  of  Aldermen  will 
-meet  in  this  room  as  usual  to-day  at  one  o'clock,  and  the -Com- 
mittee vsT.ll  adjourn  in  ample  time  to  enabk  them  to  meet  regu- 
larly. The  Committee. desires  to  express  its  appreciation  to  the 
Aldermen  for  the  courtesies  extended,  which  has  greatly  eon- 
venienced  the  Committee  this  day,  when  we  were  so  pressed  for 
quarters.  The  afternoon  session  will  be  held  at  the  usual' hour 
in  the  Common  Council  Chamber  at  2.30  o'clock  this  afternoon 
—  in  the  old  Common; Council  Chamber  on  the  other  side, of  the 
i  building. 

THE  WITNESS:    There  are  the  words  (indicating). 

Q.  Then  you  can  answer  the  question,  if  you  will.  A.  Now, 
as  I  understand,  Mr.  Wells  charged  in  the  second  paragraph  on  the 
second ipage,  after  providing  for  advances,  the  contract  sis  it  stands 
to-day,  and  as  everyone. agrees, it  was  made,  reads: 

"  Such  amount  to  be  charged  to  your  account  and' to  be  credited 
for  in  detail  with  proper  vouchers  whenever  requested  by  the  asso- 
ciation," and  I  understand  him  to  have  said  that  for  those  woid" 


Testimony  of  George  D.  Eldridge.  3243 

were  substituted  —  for  the  words,  "And  to  be  accounted  for  in 
detail,"  were  substituted,  "And  remain  so  charged  until  satis- 
factorily accounted  for  with  proper  vouchers  whenever  requested 
by  the  association  ";  —  the  one  being  to  be  charged  and  to  be  ac- 
counted for,  and  the  other,  "  and  remain  so  charged  until  satis- 
factorily accounted  for  " —  and  I  have  never  been  able  to  see  the 
distinction  between  the  two  forms  of  words.  And  I  will  say  also, 
in  reference  to  that,  that  the  method  of  dealing  with  those  ad- 
vances had  been  established  by  that  voucher,  such  as  you  have 
there  and  others,  long  before  Mr.  Wells'  charges  that  this  change 
had  been  made,  and  no  change  was  ever  made  in  the  method  of 
dealing  with  that  account. 

■  Q.  Did  you  ever  find  in  dealing  with  any  of  the  sub-agents  who 
Moss  claimed  had  received  advances  that  they  had  not  received? 
A.  I  never  knew  of  such  a  case. 

Q.  Did  you  ever  hear  of  any  such  case?  A.  I  never  knew  of 
such  a  case. 

Q.  Did  you  ever  hear  of  any  such  case?     A.  ITo,  Ididnot. 

Q.  It  has  been  said  that  in  the  early  part  of  1898  Mr.  Moss 
was  paid  commissions  under  the  old  contract  of  1897,  despite  the 
cancellation  of  that  contract;  is  that  a  fact?  A.  Mr.  Moss  was 
paid  commissions  in  the  early  part  of  1898,  but  it  was  under  the 
new  contract,  and  I  think  it  was  the  clear  purpose  and  meaning 
of  that  contract  to  entitle  him  to  those  commissions. 

Q.  Let  me  see  the  clause  to  which  you  refer  in  the  contract  of 
1898.  A.  It  is  in  the  fourth  clause  on  the  second  page,  where  it 
is  i  provided  for  ten  per  cent,  of  the  first  year's  premiums  received 
from  and  after  the  commencement  of  this  contract  upon  business 
secured  in  the  United  States. 

Q.  .That  apparently  contemplates  future  business?  A.  I  think 
not.  My  understanding  of  this  has  always  been  that  had  we  con- 
templated simply  future  business,  we  should  have  said  from  the 
,  first  year's  premiums  upon  business  secured  in  the  United  States, 
received  from  and  after  the  commencement  of  this  contract. 

Q.  You  mean  that  this  language  is  to  be  construed  as  refer- 
,ring  to  all  premiums  received  after  the  commencement  of  the 
contract  on  businss  subsequently  written?  A.  No;  I  think  it 
was  to  be  construed  as  applying  to  all  first  year's  premiums  re- 
ceived after  the  execution  of  this  contract. 

■  Q.  Whether  the  business  had  been  written  previously  or  not? 
A.  Yes,  I  do. 
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Q.  Well,  was  not  the  payment  made  to  Mr.  Moss  at  tlie  rate 
provided  for  in  the  old  contract  ?  A.  ISTo ;  that  was  canceled  , 
Q.  Of  course,  there  is  no  point  in  the  fact  of  his  getting  the 
commissions  under  his  new  contract.  The  point  I  was  asking 
about  was  whether  he  had  not  received  commissions  at  the  rates 
provided  for  in  the  old  contract  after  its  cancellation?  A.  Oh, 
no,  not  at  all.  Not  at  all.  I  did  not  understand  your  question. 
He  never  received  that. 

Q.  Did  he  receive  after  the  cancellation  of  the  contract  of  1897 
any  commissions  upon  premiums  which  came  in  upon  business 
previously  secured?     A.  He  did  under  that  fourth  clause. 

Q.  So  that  your  position  is  that  although  the  business  had  been 
secured  before  the  cancellation  of  the  contract  there  was  nothing 
in  the  cancellation  which  precluded  him  from  getting  commissions 
upon  that  business  at  the  new  rate  ?  A.  At  the  new  rate ;  I  think 
that  was  the  intent  of  the  contract;  I  always  understood  it  so. 

Q.  In  other  words  this  compensation  at  the  new  rate  was  not  as 
you  understood  it  exclusively  compensation  for  the  services  he  was 
to  render  under  the  new  contract?  A.  It  was  not  to  be  derived 
exclusively  from  the  business  that  he  secured  under  the  new 
contract. 

Q.  When  he  secured  business  prior  to  January  22,  1898,  he 
secured  that  under  the  old  contract  alone,  did  he  not?     A.  Yes. 
Q.  And  the  only  provision  for  the  compensation  for  that  busi- 
ness was  contained  in  the  old  contract?     A.  Yes,  sir. 

Q.  Then  when  the  new  contract  was  entered  into  you  claim  it 
contemplated  a  compensation  for  that  past  service?  A.  I  think 
it  contemplated  allowing  him  something  for  that  past  service,  yes.' 
Q.  It  provides  in  paragraph  3  that  the  party  of  the  second  part 
agrees  to  devote  his  entire  time  and  best  energies  to  the  service 
of  the  Association,  and  to  efficiently  occupy  and  work  its  territory, 
etc.,  and  then  comes  paragraph  4  the  compensation  to  be  allowed 
to  be  so  and  so  much.  That  was  compensation  for  the  services 
provided  for  in  paragraph  3,  was  it  not?     A.  Yes. 

Q.  And  that  service  was  apparently  special,  was  it  not?  A.  It 
was,  but  at  the  same  time,  we  allowed  him  some  compensation  for 
it  derived  from  the  business  previously  written. 

Q.  Now,  in  the  eleventh  paragraph  it  is  provided  that  the  com- 
mission, bonuses,  or  other  compensation  under  the  agreement  of 
January  7,  1899,  are  released  and  the  Association  is  discharged 
therefrom?     A.  Yes,  sir. 


Testimony  of  George  D,  Eldridge.  3245 

Q.  TJnder  that  agreement  of  1897,  Mr.  Moss  would  have  been 
entitled  to  commissions  upon  the  business  secured  during  the 
period  of  it  ?     A. '  Yes. 

Q.  That  commission  by  these  words  he  released  ?     A.  He  did. 

Q.  But  despite  that  release  you  subsequently  paid  him  an 
amount  of  money  for  the  service  ?  A.  We  had  already  provided 
in  this  contract  under  my  understanding  that  he  should  have  such 
compensation  by  the  rate  determined  in  this  contract,  but  he  re- 
leased it  on  the  rates  determined  on  the  preceding  contract. 

Q.  Now,  that  came  before  the  Board  of  Directors?     A.  Yes. 

Q.  Passed  upon  at  a  regular  meeting  ?     A.  Yes,  sir. 

Q.  I  mean  the  question  whether  he  should  get  commissions 
of  that  description  —  I  don't  mean  the  contract?  A.  That  I 
cannot  say. 

Q.  That  practical  construction  of  it?  A.  There  was  never  any 
dispute  among  any  of  us. 

Q.  You  refer  to  the  executive  officers?  A.  Yes,  there  was 
never  any  difference  of  opinion  on  that  question  —  never  heard 
it  raised . 

Q-  That  was  one  of  the  items  of  charge  brought  in  1889?  A. 
When  I  say  I  never  heard  it  raised,  I  never  heard  it  raised  until 
that  time.  I  never  regarded  the  language  as  capable  of  any 
other  construction. 

(Adjourned  to  2.30  o'clock  this  afternoon,  to  meet  in  the  Com- 
mon Council  Chamber.) 


AFTEK  EECESS. 

GEOKGE  D.  ELDEIDGE,  resumed. 
BY  ME.  HUGHES: 

Q.  Mr.  Eldridge  I  asked  you  before  recess  as  to  the  payments 
of  commissions  to  Mr.  Moss  on  the  transfer  of  business  from 
the  fifteen  year  and  ten  year  plans  to  the  five  year  plan.  (Hand- 
ing paper.)  Is  the  letter  I  now  show  you  the  letter  of  Mr.  Burn- 
ham  to  Mr.  Stevenson,  the  assistant  secretary,  providing  for  that  ? 
A.  It  is. 

Q.  The  order  annexed,  or  the  letter  from  Mr.  Burnham  to 
Mr;  Moss  is  the  order  and  letter  relating  to  that  matter?  A. 
It  is. 
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ME.  HUGHES :     I  offer  them  in  evidence. 
(Paper  marked  Exhibits  580  and  581.) 

Q.  Now  Mr.  Moss's  general  >  manager's  contract :  had  been  in 
force  from  January  1897  ?    A.  Yes. 

Q.  And  prior  to  April,  1897,  he  had  not  been  allowed  under  ^ 
that   contract  commissions   on  transfers   of  policies     from  '■■  tHe' 
fifteen  year  plan  to  the  five  year  plan  ?    A.  Excepting  where  they 
have  been  specially  referred  to  the  Executive  Committee  and  al- 
lowed as  a  special  matter. 

Q.  Have  all  such  transfers  been  so  referred  and  allowed?  A. 
Well,  I  would  not  be  willing  to  state  positively  that  all  had.-  As 
a  general  rule  they  were  considered  in  that  way. 

Q.  Without  the  action  of  the  executive  committee  it  was  not' 
considered  that  Mr.  Moss  was  entitled  to  such  commissions  -under 
his  contract?  A.  Not  without  the  action  of  the  executive  com- 
mittee or  some  representative  of  it. 

Q.  So  that  in  effect  the  action  of  the  executive  committee  and' 
of  the  written  order  of  April  1,  1897,  was  to  extend  Mr.  Moss?8 
contract  to  such  transfers?     A    It  was,  to  admit  such  transfers  on 
business  which  was  not  covered  by  the  contract. 

Q.  What  reasons  had  you  for  such  extension?  A;  The 
reason  I  stated  this  morning,  that  we  found  in' actual  piractice- 
that  we  were  liable  to  pay  those  commissions  by  reason  of  new 
applications  being  taken  and  the  members  taking  the  new  form 
of  policy  and  theai  dropping  the  old  and  also  by  the  rating  of 
the  business  to  take  out  better  class  of  risks. 

Q.  But  you  had  not  been  allowing  those  commissions,  in  as 
much  as  Mr.  Moss  covered  the  entire  United  States  and  he  had 
not  received  them?  A.  I  testified  that  we  had  acted  upon-, them 
specially  at  different  times,  but  not  by  a  general  order  up  to  that 
time. 

Q.  I  was  inquiring  why  you  acted  upon  them  by  special. order 
and  thus  enlarged  Mr.  Moss's  receipts  ?  A.  Eor  the  reason  that. 
I  have  just  stated. 

Q  The  reason  that  you  were  paying  commiissions  to  some- 
body else?  A.  The  reason  that  we  were  having  business  writ- 
ten upon  the  old  members  and  their  commissions  upon  tho'^  new 
business  and  then  the  old  business  dropping  and  because  wo 
were  aware  that  business  waSr  being  taken  from  the  company  andi 
placed  elsewhere  that  we  might  secure  and  which  was  deteriorating 
the  character  of  the  risks. 
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Q.  Did  you  make   any  computation  to   ascertain  bow  mucli' 
business  was  being  taken  elsewhere?     A.  No,  I  never  made  any 
computation  of  thut. 

Q.  As  I  a  matter  of  fact  you  had i  not  paid' any  commissions 
before  the  special  order  of  the  Executive  Committee .  on  par- 
ticular transfers?  A.  Those  special  orders  came  up  very  early 
in  the  year. 

Q.  About  the  time  the  contract  was  made?  A.  Very  soon 
after. 

Q.  What  amount'of  money  did  Mr  Moss  receive  by,  virture  of 
this  extension  in  his  contract  in  the  year  1897?     (No  reply*)  • 

Q.  What  proportion  of  his  $86,000  or  $87,000  was  made  up 
of  i  commissions  upon  these  transfers?  A.  If  you  will  allow  me 
to  exchange  a 'word  with  Mr.  Tyng  I"  think  I  can  get'  at  it. 
(After  consultation  with  Mr.  Tyng.)  I  should  judge  that  about 
one^jwelfth  of  the  business— this  is  1897 — I  should  ju<ige'that 
fifteen  or  sixteen  and  two-third  ■  per  cenft.  of  the  business  was  that 
nature. 

Q.  Were  the  commissions  paid  to  Mr.  Moss  charged  against 
the"  mortuary  funds?     A    They  were  not. 

Q.  Were  any  commissions  paid  to  agents  ever  charged -against 
the  mortuary  funds?     A.  No,  sir. 

Q.  How  did  you  charge  your  commissions?  A.  Under  the 
contract  the  first  year's  premiums  less  the  mortality  cost  of  the 
business '  b&longed-i— was  a  loading  for  the  expense  of  the  business. 

Q.  I  show  you  a  form  of  voucher  addressed  to  Mr.  Hoffecker 
as- auditor  of  accounts  purporting  to  be  signed  by  an  agent  for 
comimission,  and  I  will  ask  you  if  that  was  the  form  that' such 
vouchers  took?     A.  That  is  probably  a  part  of  the  form. 

Q.  Have  you  the  full  form?  Ai  There  is  the  form  on  which 
it  would  actually  be  done 

(Handing  paper.) 

ME.  HUGHES:  I  will  have  this  marked  for  identification: 

(Paper  marked  Exhibit  No.  582  for  identification.) 

Q.  Now,  in:  this  form,  purporting  to  be  addressed:  by  the- a9+ 
sistant  secretary  to  the  auditor  of  accounts  appears  the  follow- 
ing: "Please  draw  a: voucher  for  check  for  dollars  less 
cost  of  collection,  crediting  the  accoimt  of 

and  charge  to  mortuary  account."     What  is  the  meaning  of' the 
words  "Charge  to  mortuary  account"  ?    A.  It  was  the  last  call 
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that  had  been  paid  and  stood  mortuary  account  which  was  taien 
for  the  purpose  named  in  the  lower  part  of  the  order  there. 

Q.  These  amounts  for  which  the  checks  were  to  be  drawn 
were  for  commissions,  were  they  not?  A.  They  were  for  com- 
missions, yes. 

Q.  And  those  commissions  according  to  this  were  charged  to 
mortuary  accoimt  ?  A.  I  think  if  you  will  read  the  entire  voucher, 
the  lower  part  of  the  instructions,  you  will  see 

Q.  The  lower  part  to  which  you  refer  reads:  "  Memo.  These 
policies  have  been  exchanged  for  policies  of  the  five  year  plan 
mimbered  as  per  list  and  the  premium  upon  the  new  policies  has 
been  credited  and  the  old  policies  have  been  returned  for  can- 
cellation, and  under  the  terms  allowed  the  amount  of  the  last 
call  paid  on  the  old  policies  has  been  accepted  as  a  part  of  the 
premium  on  the  new  policies.  Said  amounts  belong  to  the  agents 
who  in  their  settlement  have  accounted  for  the  entire  premium 
on  the  new  policy  without  taking  credit  thereon  for  the  amount 
of  this  last  call.  Only  two-fifths  of  the  last  call  paid  on  the 
McBride  policy  No.  35,53T  for  the  reason  that  the  original 
policy  was  for  five  thousand  dollars,  while  the  new  policy  was  for 
two  thousand  dollars  only." 

Q.  From  that  it  appears  that  the  amount  of  the  last  call  paid 
on  the  old  policies  was  treated  as  a  part  of  the  first  premium  on 
the  new  policy?    A.  Yes,  sir. 

Q.  And  to  that  extent  the  mortuary  fund  under  the  old  policies 
was  depleted?     A.  I  do  not  so  interpret  it. 

Q.  The  amount  of  the  mortuary  fund  under  the  old  policies 
was  reduced?  A.  Yes,  and  the  liability  of  the  mortuary  fund 
was  also  reduced. 

Q.  In  other  words  the  mortuary  call  under  the  old  policies 
was  taken  as  a  premium  under  the  new  policies  out  of  which  the 
comjnissions  were  paid?  A.  'No,  I  do  not  think  that  was  the 
result.  The  insured  party  had  paid  the  mortuary  call  which 
would  carry  his  insurance  for  the  next  sixty  days  without  further 
rayment.  He  exchanged  his  policy  for  a  new  policy  and  the  old 
policy  was  canceled  as  of  that  date  sixty  days  before  the 
liability  of  the  company  would  expire  thereunder,  and  the  pre- 
mium which  he  had  paid  for  the  purpose  of  carriyng  his  insur- 
ai-ce,  sixty  days  under  the  old  policy,  was  allowed  as  a  part  of 
the  premium  for  carrying  his  insurance  under  the  new  policy, 
but  at  a  higher  rate  of  premium  to  avoid  double  liability  of  the 
company  through  the  sixty  days. 


Testimony  of  George  D.  Eldridge.  3249 

Q.  This  mortuary  call  was  for  the  purpose  of  meeting  death 
losses?    A.  Yes,  sir. 

Q.  It  was  a  call  upon  all  the  existing  policies  to  make  good 
claims  that  had  been  incurred?     A.  Yes,  sir. 

Q.  Now,  the  policyholders  that  had  changed  their  policies  to 
the  new  plan  met  that  mortuary  call?  A.  Yes,  some  of  them  did, 
and  some  of  them  did  not. 

Q.  Well,  ia  the  case  of  those  that  did,  the  amount  paid  by 
them  as  a  mortuary  call  to  meet  death  losses  already  incurred 
was  treated  as  a  premium  under  their  new  policies  and  as  a  basis 
for  the  payment  of  commissions?  A.  Not  as  a  basis  for  the  pay- 
ment of  commissions.  The  premium  was  the  basis  for  the  pay- 
ment of  commissions,  but  ^he  mortuary  call  paid  by  the  old 
members  did  not  simply  secure  to  him  the  payment  of  his  share 
of  the  death  losses  that  had  occurred,  but  it  also  insured  to  him 
insurance  for  the  next  sixty  days  with  the  option  at  the  end  of 
that  sixty  days  of  paying  or  not  paying  as  he  saw  fit. 

Q.  I  am  not  speaking  now  of  the  privileges  which  the  mem- 
ber obtained  through  the  payment  of  the  call,  but  directing  your 
iattention  to  the  fact  that  the  call  was  to  meet  death  losses.  Now, 
when  that  amount  of  money  came  in  which  had  been  called  to 
meet  death  losses  a  certain  amount  was  taken  out  of  it  through 
these  charges  of  commission  ?  A.  Well,  I  should  not  so  interpret 
it.  Ml.  Hughes. 

Q.  Well,  whether  you  interpret  it  so,  or  not,  the  fact  is  that 
the  amount  raised  on  the  mortuary  call  to  the  extent  that  they 
were  treated  as  premiums  on  the  new  policies  were  not  available 
to  meet  the  death  losses  for  which  the  call  has  been  made?  A. 
No,  neither  was 

Q.  That  is  the  fact,  is  it  not?  A.  That  would  be  the  fact, 
but  neither  would  be  the  payment  which  liad  been  called  on 
a  member  who  should  exchange  befoi'e  he  made  the  payment. 
He  had  a  perfect  right  —  he  had  thirty  days  within  which  to 
make  the  payment.  Now,  joxi  might  have  made  your  payment 
on  the  5th  of  the  month  and  exchange  on  the  6th.  I  might  ex- 
change on  the  6th,  not  having  made  my  payment.  The  result 
would  be  that  you  would  be  paying  for  sixty  days  succeeding 
insurance  which  you  would  not  get,  while  I  woiild  not  pay  for  it 
and  not  get  it,  of  course.  It  would  be  a  discrimination  against  you 
to  that  extent. 

Q.  But  the  fact  remains  that  the  amount  of  money  that  you 
had  called  for  to  pay  your  death  losses  was  reduced?      A.  It 
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would  .b&  reduced,  and  so  it  would  be  reduced  by  the  non-paymiSlit 
of  the  policyholder. 

Q.  Exactly, ,  and  the  amount  that  had  been  called  in"  the  case 
of  members  obtaining  insurance  on  the  new  plam  was  treated i if; 
paid  as  the  payment  of  their  premiums  ?    A.  Yes. 

Q,  And  out  of  that  amount  treated  as  their  premiuom  ■  pay- 
ments was  paid  the  commission  for  the  effecting  of ithle  new-in^ 
surance  ?  A.  Out  of  the  premium  was  paid  the  commission  f 6r 
collecting  :the  insurance. 

Q.  I  asked  you  yesterday  whether  in  the  suit  brought'  by 
Walter  Harper  the  company  had  not  put  in  an  affidavit  in  which 
it  alleged  that  the  contract  for  the  payment  of  commissions  to- 
President  Harper  was  illegal  and  void  and  had  not  been  properly 
entered  into  by  the  Association,  and  I  understood  you  to  •  say 
that  no  such  answer  had  been  put  in?  A.  I' said  I  was  witbout' 
inf  ormation  upon  that  point. 

Q.  Have  you  any  further  information  at  the  present  time? 

A.  I  have  not. 

Q.  I  show  you  what  purports  to  be  the  answer  of  your  associa^ 
tion,  or  a  copy  of  it,  veriiied  by^  Charles  W.  Camp,  Secretary,'  on. 
the  25th  of  May,  1897,  and  I  call  your  attention  to  Paragraph  13 
of  the  answerj  setting  up  the  constitution  and  by-laws  of  the  asso-' 
ciation.  Paragraph  14,  setting  up  the  office  of  Mi-;  Edward  B. 
Harper,  and  then  reading  in  Paragraph  15,  as  follows:  ^ 

"Alleges  upon  information,  and  beliefs  thati  upon  becoming 
such    director    and    president    as    aforesaid,    the    said!  Edward ' 

B.  Harper    assumed    and    exercised    complete    control'    of'  said 
Board '  of  Directors   and  the   business    of   said   associationi  ■  and 
thereafter,    and    some    time   before    the    said    9th    day  of   Feb- 
ruary,  1882,  while  so  having  and  exercising  such  control,  he 
induced  some  of  the  officers  of  said  association ' to  makec certain' 
propositions   to   him  respecting   his   compensation,   which   were 
by  him  accepted,  which  transaction  is  the  same  ref eryed  to  >  in>  > 
the  complaint  herein  and  called,   or  styled  an  =  agreement,  but' 
the    defendant    on    information    and    belief    denies    that    saidt 
pretended    agreement    was    ever    submitted    to,    authorized    by 
said  Board  of  Directors,   and  alleges,   if  at  all  made^  was  •  to 
continue  no  longer. than  until  the  9th  day  of  February,  1882,  and 
on  information  and  belief  denies  that  the  Board  of  Directors,  or? 
any  officer  of  said  association  has  any  power  or  authority  whatever" 
to  make  the  agreement  alleged  or  intended  to  be  alleged 'in  the 
complaint  herein." 
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Now,  do  you  recall  the  fact  that  such  a  defense  was  interposed  ? 
A.  I  do  not. 

MR.  HUGHES:  Will  it  be  admitted. by  the  association  that 
it  was  interposed  ? 

MR  LAWHElSrCE :    I  will  inquire  as  to  the  fact 

Q.  Now,  is  it  not  a  fact  that  later  in  the  year  in  and  about  De- 
cember, by  an  agreement  between  the  parties  that  answer  was  with- 
drawn and  a  new  answer  interposed,  which  said  nothing  about 
President  Harper's  act  in  procuring  that  agreement,  and  its  in- 
xalidity,  pursuant  to  which  there  was  a  stipulation  and  a  recovery 
of  judgment  by  the  Mutual  Reserve  Fund  life  Association,  upon 
a  difierent  issue?  A.  As  to  the  details  of  that  affair,  Mr.  Hughes, 
I  am  utterly  unable  to  testify  —  I  am  without  knowledge  of  the 
details  and  my  testimony  would  absolutely  be  incompetent. 

Q.  After  the  association  had  as  it  has  appeared  set  up  the  in- 
validity of  the  Harper  contract  in  resisting  the  suit  of  Walter 
Harper,  did  not  the  assqciation  set  aside  the  commission  after  that 
for  President  Harper's  use  ?    A.  I  don't  know  the  date  of  that. 

Q.  That  is  May,  1897?  A.  The  payment  of  the  contingent 
fund  was  as  I  testified  yesterday,  through  and  to  August,  1898. 

Q.  Is  it  a  fact  that  President  Harper  procured  the  payment  of 
the  individual  liabilities  of  Mr.  Moss  by  the  association  ?  A.  No, 
sir.  Mr.  Hughes,  may  I,  before  you  take  up  that,  refer  back  to  this 
taatter  of  the  mortuary  call  and  complete  the  record.  The  total 
amount  that  was  used — that  was  transferred  in  this  manner  from 
the  last  mortuary  call,  was  a  little  in  excess  of  $18,100  on  all  the 
transfers  that  were  made.  At  the  close  of  1897  the  Board  of  Di- 
rectors transferred  from  the  expense  fund  some  fifty-one  thousand 
dollars  to  the  mortuary  or.  reserve  fund  of  the  association.  I  would 
like  to  have  that  go  on  the  record  just. simply  to  complete  that. 

Q.  Did  President  Harper  at  any  time  procure  any  advances  to 
Mr.  Moss  ?    A.  You  mean  President  Burnham,  of  course. 

Q.  I  mean  President  Burnham  —  for  the  purpose  of  liquidating 
any  of  his  individual  debts  ?  A.  I  presume  you  are  referring  to 
the  draft  for  fifteen  hundred  pounds  that  was  drawn  in  London  in 
1896,  on  the  company  and  the  amount  advanced  to  Mr.  Moss  and 
charged  to  Mr.  Moss  on  the  books  of  the  company.  If  that  is  so, 
that  was  done. 

Q.  What  reason  was  there  for  the  association's  paying  Mr. 
Moss's  bills?    A.  The  association  did  not  pay  Mr.  Moss's  debts. 
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Q.  "Well,  advancing  money  for  the  purpose  of  paying  them  ?  A. 
Mr.  Moss  was  sent  to  Europe  at  the  earnest  request  of  the  acting 
president  and  Chief  Executive  of  the  Committee  in  this  country, 
Mr.  Bumham  heing  in  Europe  at  the  time,  and  when  he  reached 
England  troubles  from  his  old  indebtedness,  or  old  accounts  arose, 
which  thfeaVeneJ  to  detain  him  in  England.  Mr.  Biirnham  as  a 
matter  simply  of  business  judgment  agreed  to  advance  to  Mr.  Moss 
fifteen  hundred  dollars  which  would  enable 

Q.  Pounds?  A.  Eifteen  hundred  pounds,  which  would 
enable  him  to  meet  those  obligations  and  return  to  this 
country,  and  he  acted  upon  his  judgment  as  the  executive 
officer  of  the  company  in  the  interest  of  the  business  of  the 
company  and  made  the  advance,  which  was  ratified  when  it  reached 
this  country  by  the  Executive  Committee. 

Q.  Did  Mr.  Moss  repay  that  amount?  A.  Mr.  Moss  repaid 
that  amount  by  an  allowance  that  was  made  him  toward  the  end 
of  the  year  for  the  special  services  rendered  by  him  in  placing 
Metropolitan  agents  who  were  at  work  in  the  Metropolitan  Dis- 
trict, which  was  under  his  charge  at  that  time,  into  the  general 
field  to  increase  the  product  of  the  business. 

Q.  In  other  words  he  did  not  pay  it  back  but  he  was  allowed 
a  credit  which  offset  it  ?  A.  We  allowed  him  a  credit  for  special 
sei-vices  which  offset  it. 

Q.  What  were  the  special  services  ?  A.  He  placed  agents  who 
were  working  for  him  in  the  Metropolitan  District  in  other  sections 
of  the  country  to  increase  the  product  of  new  business  during  the 
latter  part  of  the  year  1896. 

Q.  What  sort  of  a  service  was  that — ^he  was  in  charge  of  the 
Metropolitan  District — what  had  he  to  do  with  placing  of  agents 
in  other  districts  ?  A.  He  would  not  have  had  under  his  contract, 
but  at  the  request  of  the  executive  he  did  place  certain  agents 
where  we  thought  a  larger  production  of  business  could  be  obtained. 
This  allowance  was  made  him  as  any  company  would  make  an 
allowance  of  a  bonus  for  special  production  to  its  agents. 

Q.  You  say  agents  were  placed  in  accordance  with  your  wishes 
— ^who  determined  that  they  should  be  placed  in  other  districts  ? 
A.  AVe  asked  Mr.  Moss  to  place  some  of  his  best  producers  in 
different  districts  that  we  designated. 

Q.  You  designated  the  districts  ?     A.  Yes. 

Q.  You  decided  what  should  be  done  ?     A.  Yes. 

C^.  The  placing  of  those  agents  consisted  in  making  contracts 
with  them  ?     A.   In  his  sending  them  to  those  different  cities. 
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Q.  Did  you  make  contracts  with  thein  ?     A.  No. 

Q.  Tkey  were  simply  instructed  to  go  to  other  cities  aad  work 
there?     A.  Yes. 

Q.  Under  whose  direction  ?  A.  Work  under  Mr.  Moss's  direc- 
tion. 

Q.  He  was  at  that  time  merely  Metropolitan  manager?  A. 
Yes. 

Q.  And  did  he  assume  direction  of  those  agents  in  other  dis- 
tricts ?     A.  Yes,  he  did. 

Q.  Did  he  have  an  overriding  commission?  A.  It  fell  under 
the  commission  on  his  other  contract. 

Q.  That  is  under  his  Metropolitan  contract?  A.  Yes,  I 
think  so. 

Q.  And  he  got  commissions  on  all  the  business  they  did?  A.  I 
think  he  got  no  commissions  on  the  business  they  did  because  I 
think  he  gave  them  his  full  commissions  for  going  to  those  districts 
and  leaving  theit  own  districts ;  that  is  my  understaading. 

Q.  So  that  they  were  regarded  as  coming  under  his  contract  and 
becoming  his  sub-agents  ?     A.  Yes. 

Q.  And  then  for  that  special  service  of  placing  them  as  you  have 
stated  you  voted  him  an  allowance  which  was  the  exact  equivalent 
of  his  indebtedness  to  the  Association  on  this  draft?  A.  He 
wanted  a  much  larger  allowance,  claimed  a  much  larger  allowance, 
and  the  ordinary  bonus  that  would  be  granted  by  most  any  com- 
pany, for  the  special  production  would  have  amounted  to  consid- 
erable more,  but  the  executive  committee  reduced  it  to  that  amount. 

Q.  In  other  words  you  gave  him  an  amount  which  would  wipe 
out  his  debt  to  the  company  ?     A.  Yes. 

Q.  And  when  was  that  ?  A.  That  was  the  very  last  of  the  year 
or  very  early  part  of  1897. 

Q.  Just  about  the  time  you  made  the  new  contract  with  him 
for  his  services  as  general  manager  in  the  United  States?  A. 
Probably,  about. 

BY  THE  OHAIKMAN: 

Q.  The  services  I  take  it  of  those  agents  who  were  thus  trans- 
ferred to  other  territories  were  not  less  expensive  then  to  the 
company?  A.  They  were  not  less  expensive  to  the  company; 
they  were  more  expensive  to  him. 

Q.  The  results  of  their  labor  except  in  the  volume  of  business 
which  they  produced  did  not  lessen  the  expense  of  the  company 
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as  to  them?  A.  Certainly  not,  but  witkout  regard  to  whether 
the  practice  is  vicious  or  not  —  T  have  my  opinion. on  that  sub- 
ject— I  think  you  know  by  this  time  that  it  has-been  for  jears 
the  practice  of  the  companies  <  during  the  latter  part  of  the  year 
to  give  special  inducements  for  the  product  of  a  large  amount 
of  business.  J  could; pass  a  judgment. on  whether  J  thinkiit  is 
good  business  policy,  but  it  is  the  practice  without  any  ■  ques- 
tion and  it  was  done .  in .  exactly  the  way  as  Gonipanies  do  and 
the  inducement  to  us  was  the  increased  amount  of  business  that 
it  produced. 

BYMK.  HUGHES: 

Q.  You  have  spoken  of  an  opinion  by  General  Tra,cy.  Who 
obtained  the  opinion  !  from  him?  A.  Well,  I  have  always  (sup- 
posed that  J.  D.  Wells  did  it. 

Q.  Who  was  J.  D.  Wells?  A.  He  was  at  the  time  second  vice- 
president' of  the  company. 

Q.  And  when  did  he 'leave  the  company?  A.  He  left  k  at  the 
annual  meeting  in  1899. 

Q.  What  was  the  date  of  the  annual  meeting,  ?  A.  Can  you 
tell, me,  Mr.  Tyng? 

MR.  TYISTG:  Either  January  25th  or  January  26th. 

Q.  Had  he  had  controversies  with  President  Burnham?  A. 
Well,  I  may  say  that  all  through, the ! latter  part  of  1898  there  was 
a, great' deal  of  friction  between  the  management  of  the/ company 
!  as 'represented  by  President  Burnham  and  Mr.  Wells. 

Q.  Were  you  advised  of  the  opinion  given  by  General  Tracy? 
A.  I  have  seen  the  opinion  that  was  given  by  General  Tracy.  I 
do  not  recall  when  I  first  saw  it. 

Q.  That  was  given  upon  facts  submitted  to  him  by  Mr.  Hof- 
■fecker,ithe  auditor,  was  it  not?  A.  Idon't  know;  1  do  notinow 
recall  who  did  submit  the  facts  to  him ;  I  think  very  sprbbably 
the  opinion  states. 

Q.  July  8,  1898,  was  it  not?     A.  Yes,  that  is  July 8th. 

Q.  You.  said  before 'recess  that  Mr.  Hoffecker  had  ■demanded 
an, increase  of  salary;  is  this  the  letter  to  which  you  refer  of  May 
13,  1898.     A.  Yes. 

ME.  HUGHES:  As  I  have  read  the  others  I  will  read  this: 
May  13,  1898,  addressed  to  J.  D.  Wells,  Chairman  Executive 
Committee. 
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Dear  Sir : 

I  respectfully  beg  to  bring  before  your  committee,  the  mat- 
ter of  my  present  compensation,  with  the  request  that  an  early 
and  satisfactory  adjustment  be  made  thereof. 

I  have  for  the  past  two  years  rendered  faithful,  and  as 
far  as  I  can  ascertain,  eificient  service,  in  this  department  on 
a  salary  of  $35  per  week. 

With  my  knowledge  of  the  basis  upon  which  our  present 
disbursements  are  made,  this  amount  is  unnecessarily  small 
and  unjust,  when  the  responsibility  of  my  duty  is  considered. 

I  have  been  compelled  to  cease  my  $10,000  policy  of  insur- 
ance in  the  association,  and  on  June  1st,  will  be  obliged  to  give 
up  my  present  home  in  this  city,  which  to  the  most  critical  can- 
not be  but  called  modest. 

I  therefore  ask  that  beginning  with  May  1st,  my  salary  be 
placed  at  $100  per  week. 

I  have  other  prospects  that  promise  such  a  return,  if  not  more, 
and  under,  the  circumstances  now  existing,  feel  obliged  to  place 
my  services  where  they  will  be  the  most  appreciated  and  remuner- 
ative to  me. 

Yours  very  truly, 

J.  S.  Hoffecker." 

Q.  Now,  I  understand  you  to  say  you  discharged  Mr.  Hoff- 
ecker on  receipt  of  his  demand?  A.  I  did  not  state  we 'had  dis- 
charged him 

Q.  Mr.  Lawrence  says  there  is  another  letter.  A.  There  was 
other  correspondence. 

Q.  You  refer  to  the  letter  of  May  20,  1898  ?     A,  Yes. 

ME.  HUGHES:  That  is  as  follows: 

Dear  Sir : 

I  have  received  only  my  usual  salary  from  the  paymaster  to- 
day. I  desire  to  know  if  your  committee  has  acted  on  my  lettei 
of  May  13th  or  intends  taking  action  thereon. 

Yours  truly, 

J.  S.  Hoffecker. 

Q.  There  is  another  letter  of  May  24,  1898?    A.  Yes,  sir. 
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Letter  read  by  Mr.  Hughes  as  follows: 
Dear  Sir: 

In  reply  to  your  inquiry  I  beg  to  say  tbat  for  the  present  I  will 
accept  $75  per  week. 

By  this,  I  do  not  make  the  admission  that  my  first  amount  was 
too  high,  but  I  am  willing  'to  assume  my  share  of  the  burden, 
naturally  arising  from  the  depressed  condition  of  our  business  at 
present. 

Yours  very  truly, 

J.  S.  Hoffecker. 

Q.  This  is  May  24th.  "When  did  you  discharge  Mr.  Hoffecker? 
A.  I  think  he  was  discharged  on  the  9th  day  of  July. 

Q.  So  you  didn't  discharge  him  until  he  had  written  the  letters 
that  were  introduced  in  evidence  this  morning,  and  resigned  from 
the  Association  ?    A.  The  date  is  the  same  as  that,  as  I  find. 

Q.  That  is  a  fact,  that  he  was  retained  despite  his  desire  for 
an  increase,  he  then  refused  to  accede  to  certain  requests  with 
regard  to  the  accounts,  and  offered  his  resignation?  A.  I  do  not 
think  that  that  statement  that  he  refused  to  accede  to  certain 
requests  that  were  made  is  subject  to  proof  or  that  it  is  the 
fact.  I  know  of  no  demands  that  were  made  upon  him.  The 
facts  of  the  case  are  that  Mr.  Wells  was  extremely  anxious  that 
Mr.  Hoffecker  should  remain,  and  he  did  every  thing  in  his 
power  to  secure  the  retention  of  Mr.  Hoffecker,  and  carried  on 
during  that  time  negotiations  for  the  purpose  of  trying  to  in- 
duce Mr.  Hoffecker  to  remain  and  bring  about  some  arrange- 
ments that  would  retain  his  services.  Mr.  Hoffecker,  I  think, 
continued  in  the  hope  that  his  demand  would  finally  be  granted 
and  when  he  was  convinced  of  the  fact  that  it  was  not,  then 
he  took  the  means  of  his  letter  of  the  9th  to  place  himself  on 
record  upon  leaving  the  company. 

Q.  That  is  he  resigned  and  stated  those  reasons?  A.  Yes,  sir, 
that  is  my  interpretation  of  the  whole  matter. 

Q.  Then  he  went  to  General  Tracy  and  got  his  opinion?  A. 
This  is  not  the  Mr.  Hoffecker  that  I  refer  to. 

Q.  That  is  another  Hoffecker?    A.  Another  Hoffecker. 

Q.  Any  relation?     A.  I  think  he  was  brother  or  cousin. 

Q.  "Was  he  connected   with  the   company?     A.  Not  at  all. 
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He  was  an  attorney  in  Delaware.  That  bears  date,  one  day  be- 
fore Mr.  Hoffecker  resigned. 

Q.  I  see — July,  1898;  but  in  the  course  of  that  sununer  the 
matter  was  presented  to  General  Tracy  upon  certain  facts,  and 
his  opinion  was  requested  on  those  facts?  A.  Upon  certain  things 
stated  as  facts. 

Q.  And  was  it  about  that  time  that  the  matter  was  taken  up 
with  the  Superintendent  of  Insurance?  A.  And  that  the  charges 
were  made? 

Q.  Yes.  A.  Oh.  no,  the  charges  were  not  made  until  the 
spring  of  1899. 

Q.  But  the  opinion  of  General  Tracy  was  followed  by  certain 
publications  in  the  press  which  led  to  libel  suits  that  you  men- 
tioned yesterday?  A.  T  think  those  libel  suits,  the  date  of  the 
publication  of  those  I  am  not  certain  in  regard  to. 

Q.  Did  they  come  in  1899  or  in  1898?  A.  My  impression  has 
been 

MR.  TYIsTQ:  1900,  Mr.  Hughes. 

Q.  "When  did  General  Tracy  or  his  firm  of  Tracy,  Boardman 
&•  Piatt  first  represent  the  Mutual  Reserve  Association?  A.  I 
should  have  to  appeal  to  the  legal  department  for  tnal. 

ME.  HUGHES:    What  is  the  date? 

MR.  TYISTG:  My  recollection  is  that  it  was  early  in  1899,  but 
1  don't  remember  the  exact  date.     January  26,  1899. 

Q.  The  first  payment  to  Tracy,  Boardman  &  Piatt  appears  to 
have  been  in  January,  1899?     A.  That  probably  was  the  time. 

Q.  Was  that  the  time  of  the  retainer?  A.  As  I  recollect  it 
now,  yes,  sir. 

Q.  Now,  what  were  the  circumstances  under  which  they  dis- 
continued action  on  behalf  of  Mr.  Hoffecker  and  Mr.  Wells  and 
became  the  attorneys  for  the  Mutual  Reserve?  A.  I  can  give  no 
testimony  as  of  personal  knowledge.  I  know  that  the  matter  was 
gone  over  between  General  Tracy  and  our  counsel,  Mr.  Lauter- 
bach,  and  Mr.  Lawrence,  through  whom  certain  of  the  charges 
were  taken  up  in  an-  informal  manner,  and  that  General  Tracy 
upon  finding  those  charges  unfounded  withdrew  from  his  former 
employment  or  retainer,  and  that  in  1899,  as  appears  from  that, 
January  26,  1899,  we  retained  the  firm,  but  as  to  the  details 
of  it  from  a  legal  standpoint,  I  should  have  to  go  to  the  legal 
department  rather  than  to  testify  of  my  own  knowledge,  I  thinfe 
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Q;  Now,. in  the  spring  of  1899  charges  were  lodged  with  the 
Insurance  Department  bearing  upon  the  matters  of  the  Moss: 
contract,  the  payments  to  Moss,  the  relations  with  Hoffecker, 
the  Harper  contract,  and  other  matters,  were  there  not?  A.  Yes, 
sir. 

Q.  And  what  action  did  the  department  take?  A.  The  de- 
partment oame  in  and  made  an  examination  of  the  company. 

Q.  And  what  time  did  that  examination  take  place  ?  A.  Have 
you  the  official  report  there  of  the  examination  in  1899? 

ME.  TYNG:  I  have  not  got  a  copy  of  the  report. 

THE  WITNESS :  I  think  that  Mr.  Vanderpoel's  report  states 
the  date  when  he  began  that  examination.  I  thought  I  had  a 
copy  here. 

ME.  TYNG :  It  began  May  15,  1899,  and  continued  to  .August 
1899. 

Q.  May  15,  1899,  to  August,  1899.  That  was  the. ordinary  pro- 
cedure connected  with  a  departmental  examination  ?     A.  Yes. 

Q.  Now,  during  that  time  had  you  any  attorneys  employed  for 
consultation  or  services  in  connection  with  Mr.  Vanderpoel's  ex- 
amination ?  A.  We  had  attorneys  employed  in  connection  with 
the  matters  coming  up  under  that  examination. 

Q.  While  the  examination  was  in  progress?     A.  Yes. 

Q.  What  occasion  was  there  for  that  ?  A.  Because  there  were 
questions  coming  up  at  different  times  with  the  Department. 

Q.  In  regard  to  the  examination?  A.  In  regard  to  the  ex- 
amination. 

Q.  What  questions  ?    A.  I  don't  recall  now. 

Q.  Do  you  recall  any  of  them  ?     A.  These  special  questions  ? 

Q,  What  examination  was  the  Department  making?  A.  The 
Department  was  making  an  examination  of  the  affairs  of  the  com- 
pany and  we  supposed  an  examination  of  the  charges  that  were 
filed  against  the  company. 

Q.  Did  you  have  attorneys  to  see  the  Examiner  or  Superin- 
tendent with  regard  to  the  course  of  the  examination  ?  A.  I 
don't  know.  I- don't  recall  now  that  they  saw. the  Superintendent 
during  the  progress  of  the  examination,  but  of  course  they  ap- 
peared for  us  in  the  hearing  that  followed  the  examination. 

Q.  Well,  before  we  come  to  the  hearings  what  I  wanted  to  get 
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at  was  what  reason  there  was  for  the  employment  of  attorneys 
with  reference  to  the  Department's  action  during  the  progress  of 
the  examination  itself  ?  A.  Because  the  examination  was  a  matter 
of  long  continuance  with  a  great  deal  of  detail,  and  if  we  wore 
to  appear  by  counsel  at  the  end  of  it,  counsel  must  be  posted  in 
reference  to  the  matters  as  it  went  along,  and  not  be  asked  to 
take  the  whole  matter  up  right  at  the  end  with  the  short  notice 
that  we  probably  would  have  for  a  hearing,  before  the  Department. 

Q.  Did  you  procure  any  changes  in  the  Chief  Examiner's  Ke- 
port?  A.  There  were  certain  changes  made  in  the  Chief  Ex- 
aminer's Keport. 

Q.  What  were  they  ?  A.  There  were — ^the  main  thing  that  was 
eliminated  by  the  Superintendent  after  the  hearing-^-^ — 

Q.  I  am  not  speaking  now  of  what  was  eliminated  by  the  Super- 
intendent after  the  hearing.  I  want  to  know  whether  any  changes 
were  made  in  the  Chief  Examiner's  Keport  to  the  Superintendent. 
A.  Prior  to  his  submitting  it  to  the  Superintendent? 

Q.  Tes.     A.  Certainly  not,  that  we  know  of. 

Q.  Then  this  report  that  was  submitted  to  the  State  Superin- 
tendent by  Mr.  Vanderpoel,  under  date  of  August  22,  1899,  was 
the  report  as  drafted  by  him  without  any  changes  or  modifications 
suggested  or  requested  by  your  association  ?  A,  No,  sir,  that  is 
the  report,  the  final  form  of  the  repvu't. 

Q.  Were  you  advised  of  the  form  of  this  report  before  it  was 
submitted  to  the  Superintendent  ?  A.  No,  but  the  form  of  action 
is  this:  the  examiner  sends  to  the  Superintendent  a  copy  of  his 
report  and  the  Superintendent  sends  to  the  company  a  certified 
copy  of  that  report  with  notice  of  a  date  for  hearing  thereon. 

Q.  Yes,  but  prior  to  the  submis^on  of  Mr.  Vanderpoel's  report 
were  you  advised  as  to  its  character  or  purport?  A.  Qh,  no,  we 
were  not. 

Q.  So  that  the  first  intimation  you  had  of  the  result  of  the  ex- 
amination was  the  notice  by  the  Superintendent  of  the  filing  of 
the  report  and  of  a  date  of  hearing  ?     A.  Yes. 

Q.  Now,  did  you  suppose  that  those  matters  involved  in  the 
various  changes  that  had  been  filed  with  the  Superintendent  were 
the  subject  of  examination  by  Mr.  Vanderpoel?     A.  We  did. 

Q.  Did  you  suppose  that  a  report  would  be  made  on  those  mat- 
ters ?     A.  We  most  certainly  did. 

Q.  So  that  it  was  an  entire  surprise  to  you  that  the  report 
contained  no  reference  to  them  ?  A.  It  was  a  most  grievous  sur- 
prise to  Ufl. 
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Q.  Had  you  taken  any  mefans,  through  your  attorneys  or  other- 
wise, to  have  included  in  the  report  any  mention  of  those  matters  ? 
A.  We  had,  as  I  stated  yesterday,  or  the  president  had,"  as  I  stated 
yesterday,  written  to  Mr.  Vanderpoel,  asking  him  to  go  into  those 
charges  and  make  a  finding  on  every  one  as  to  the  actual  facts. 

Q.  Have  you  that  letter  here  ?  A.  I  have  made  a  search  for 
the  letter  but  have  not  been  able  to  find  it  on  account  of  the 
absence  of  the  president. 

Q.  "Was  that  addressed  to  Mr.  Vanderpoel  or  the  Superintend- 
ent Payn?  A.  My  impression  is  it  was  addressed  to  Mr.  Van- 
derpoel. 

Q.  Now,  then,  when  the  matter  came  up  for  hearing  you  ap- 
peared before  the  Superintendent  ?     A.  We  did. 

Q.  And  by  counsel  ?     A.  We  did. 

Q.  And  by  what  counsel  ?  A.  Mr.  Lawrence ;  my  impression 
is  that  Mr.  Lauterbach  was  with  us. 

ME.  TYNG :  Mr.  Lauterbach  and  Colonel  Jamea. 

Q.  Anybody  else?     A.  Only  the  officers  of  the  company. 

Q.  And  your  regular  counsel  ?  A.  I  do  not  think  our  regular 
counsel  was  present. 

Q.  Did  Tracy,  Boardman  &  Piatt  appear  for  you  before  the 
Superintendent?     A.  They  did  not. 

Q.  Or  were  they,  retained  at  all  in  the  matter  ?  A.  Only  we 
had  consulted  somewhat  with  them  on  certain  of  the  matters  not 
to  appear — ^they  did  not  appear  generally ;  it  was  only  a  matter  of 
consultation,  I  think. 

Q.  Did  they  appear  before  the  Superintendent  or  have  any 
communication  with  him  so  far»as  you  know,  or  any  member  of 
the  firm  ?     A.  Not  to  my  knowledge. 

Q.  Now,  the  Superintendent  came  down  with  a  report  on 
September  18,  1899  ?     A.  Yes,  that  was  after  the  hearing. 

Q.  Now,  you  were  about  to  refer  a  moment  ago  to  matters  that 
were  eliminated.  How  were  they  eliminated?  A.  The  report, 
as  made  by  Mr.  Vanderpoel,  was  taken  out  and  the  Superintendent 
beard  our  counsel  in  reference  to  it,  then  after  the  hearing  the 
Superintendent  took  the  matters,  took  the  report  of  Mr.  Vander- 
poel, together  vsdth  matters  presented  by  our  counsel  at  the  hear- 
ing, and  as  a  result,  I  presume  his  instructions  were  given  to  Mr. 
Vanderpoel  as  to  the  form  in  which  the  report  was  to  appear. 

Q.  That  is  the  Superintendent's  report?     A.  No,  Mr.   Van- 
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derpoel's  report.  Mr.  Vanderpoel's  report  then  was  presented  to 
us  in  the  form  in  which  it  is  printed  here. 

Q.  Then  the  form  in  which  this  report  of  Mr.  Vanderpoel  is 
printed  in  the  o£Bcial  document  under  date  of  August  22,  1899, 
is  not  the  form  in  which  it  was  originally  written  and  submitted 
to  the  Superintendent  ?     A.  No,  sir. 

Q.  And  the  matter  that  was  eliminated  from  Mr.  Vanderpoel's 
report  is  contained  in  this  memorandum  that  you  now  show  me  ? 
A.  There  may  possibly  have  been  some  verbal  changes  beside 
that,  but  that  is  the  main  matter. 

ME.  HUGHES :  I  offer  this  in  evidence. 

(Paper  marked  Exhibit  No.  583,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Now,  was  that  a  part  of  Mr.  Vandei-poel's  report  as  origin- 
ally served  upon  you  under  date  of  August  22,  1899  ?  A. 
Whether  the  date  was  altered  or  not  I  don't  know,  but  it  was  a 
part  of  the  original  as  served  upon  us  by  the  Superintendent  of 
Insurance. 

Q.  A  part  of  your  proceedings  before  the  Superintendent  of 
Insurance  was  to  procure  the  elimination  of  that  part  of  the 
report?  A.  It  was  addressed  to  the  consideration  of  that  part 
of  the  report. 

Q.  This  part  of  the  report  in  effect  took  out  of  your  surplus 
about  a  million  dollars  and  reduced  your  surplus  to  twenty-three 
thousand  dollars?  A.  Well,  I  suppose  that  would  be  the  effect. 
I  should  state  it  that  it  excluded  all  of  our  assets  that  were  not  in 
cash  and  charged  us  with  all  of  our  liabilities;  then  we  still  had 
twenty-three  thousand  dollars  left. 

Q.  Is  this  matter  commented  upon  in  the  report  of  Superin- 
tendent Payn?     A.  My  impression  is  that  it  is  not  referred  to. 

Q.  Is  the  fact  of  this  elimination  a  matter  of  public  record 
anywhere  that  you  know  of?  A.  Whether  the  original  report 
is  on  file  in  the  Department  or  not,  I  don't  know. 

Q.  What  was  done  with  the  original  report  when  this  elimina- 
tion took  place  ?     A.  I  don't  know. 

Q.  Was  it  put  at  all  in  the  custody  of  your  association?  A. 
The  copy  that  was  served  upon  us  still  remained  in  our  hands. 

ME.  HUGHES :  I  should  like  to  have  that  produced.  Have 
you  got  it  here  ? 

ME.  TYNG  :  I  have  not  got  it  here,  I  will  get  it  for  you. 
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Q.  Mr.  Lawrence  calls  my  attention  to  certain  arguments  pro- 
duced before  the  Superintendent  to  show  that  this  reduction  of 
surplus  by  treating  a  certain  portion  of  your  assets  as  unavailable, 
was  unfair  and  improper.  That  was  a  public  argument^  addressed 
upon  the  hearing  to  the  Superintendent  ?    A.  It  was. 

Q.  And  the  argument  was  that  those  deposits  had  been  included 
among  the  assets  of  the  association  for  many  years?  A.  That 
was  a  part  of  it. 

Q.  And  that  no  question  had  been  raised  prior  to  this  time 
about  there  being  assets  ?     A.  That  was  a  portion  of  it. 

Q.  And  that  they  were  assets  which  the  Department  had  put 
up  —  the  company  had  put  up  with  the  various  departments,  and 
which  it  was  judged  should  be  treated  as  part  of  their  accumula- 
tion ?  A.  That  was  a  portion  of  it.  I  think  you  will  find  a  por- 
tion of  it  to  be  a  question,  how  it  happened  that  two  hundred 
thousand  dollars  deposited  with  the  State  of  New  York,  which 
had  always  been  assets  of  the  company,  ceased  to  be  when  they 
got  into  the  hands  of  Mr.  Louis  F.  Payn,  Superintendent  of 
Insurance. 

Q.  Now,  in  connection  with  that  let  me  ask  you  how  it  hap- 
pened you  ever  put  up  $200,000  with  the  Insurance  Department 
in  the  State  of  New  York.  Was  there  any  law  requiring  any 
such  deposits?  A.  No.  There  is  a  law  permitting  assessment 
companies  to  make  such  a  deposit. 

Q.  Yes.  That  was  put  up  in  the  early  days  of  the  Association 
without  any  legal  requirement  for  it  at  all?  A.  Not  any  legal 
requirement. 

Q.  Eand  of  an  advertising  department,  wasn't  it?  A.  I  pre- 
sume so.     It  was  put  up  before  I  went  there. 

Q.  But  being  put  up  you  could  not  get  it  unless  you  wound  up  ? 
A.  I  believe  that  is  subject  to  question,  at  least  regarding  $100,- 

000  of  that  amount. 

Q.  It  is  suggested  to  me  that  because  of  that  deposit  you 
were  unable  to  make  cash  dividends.  Is  there  anything  in  that  ? 
A.-  Well,  when  the  law  of  1892  was  passed  there  was  placed  in 
that  law  a  provision  that  companies  which  had  on  deposit  or 
had  deposited  with  the  Superintendent  $100,000  would  be  per- 
mitted to  enter  into  contracts  for  the  payments  of  dividends  to 
their  policyholders  and  carry  out  contracts  already  entered  into. 

1  think  you  will  find  it  in  section  15,  but  that  was  of  course  subse- 
quent to  the  actual  deposit  of  this  money,  because  it  was  de- 
posited much  earlier  than  that. 
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Q.  What  I  am  interested  in  at  present  is  not  so  much  the 
arguments  pro  and  con  with  regard  to  the  propriety  of  this 
part  of  Mr.  Vanderpoel's  report  but  why  it  was  eliminated  and 
did  not  appear  in  the  report  as  a  public  record?  A.  Well,  I 
think,  Mr.  Hughes,  you  will  find,  that  has  been  my  experience 
in  dealing  with  the  New  York  Department,  that  the  rule  has 
been  that  a  copy  of  the  report  is  served  upon  the  company;  then 
the  hearing  is  given  and  the  examiner's  report  is  put  into  its 
final  shape,  and  if  you  will  refer  to  the  law  I  think  you  will 
find  the  provision  there  that  not  until  after  this  hearing  and  the 
final  decision  is  the  report  to  be  put  on  file.  That  is  my  impres- 
sion of  the  provision  of  the  law  now. 

Q.  ISI'ow  the  superintendent  in  his  report  upon  the  hearing  ror 
rather  in  the  statement  of  his  conclusions  upon  the  hearing- 
discusses  the  report  of  the  chief  examiner  as  it  stood  iv.  its  final 
shape?     A.  Yes. 

Q.  And  approved  some  things  and  disapproved  some  things  ? 
A.  Well,  I  don't  think  he  brought  off  us  any  disapproval  on  any- 
thing that  the  examiner  said,  that  is  not  my  recollection  of  it. 

Q.  Well,  I  have  not  read  it  carefully  to  bring  out A.  I 

think  he  mostly  expressed  disapproval  of  the  Association. 

Q.  But  he  takes  up  and  deals  with  the  final  report  in  its  final 
shape?    A.  Yes. 

Q.  He  makes  no  mention  whatever  of  the  suggestions  of  the 
examiner  with  regard  to  the  exclusion  of  these  items  or  assets? 
A.  My  recollection  is  not. 

Q.  He  makes  no  suggestion  of  the  sufiiciency  of  the  argu- 
ments adduced  by  the  Association  in  reply  to  the  Examiner's 
suggestions?  A.  My  recollection  is  he  does  not  refer  to  the 
svibject  in  any  manner. 

Q.  That  matter  was  dealt  with  without  open  official  action 
but  by  an  elimination  of  the  objectionable  matter  from  the  ex- 
aminer's report?     A.  That  is  my  recollection. 

Q.  Now  the  provision  of  the  law  to  which  you  refer  is  this, 
of  section  39 :  "  Every  such  examiner  shall  make  a  full  and  true 
report  of  every  examination  made  by  him,  verified  by  his  oath; 
which  reports  so  verified  shall  be  presumptive  evidence  in  any 
action  or  proceeding  in  the  name  of  the  people  against  the  cor- 
poration, its  officers  or  agents,  of  the  facts  stated  therein.  The 
superintendent  shall  grant  a  hearing  to  the  corporation  examined 
before  filing  any  such  report;  and  may  withhold  any  such  re- 
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port  from  the  public  inspection  for  such  time  as  he  may  deem 
proper  and  may,  if  he  deems  it  for  the  interests  of  the  public 
to  do  so,  publish  any  such  reports  or  the  result  of  any  such 
examination,  as  contemplated  therein,  in  one  or  more  news- 
papers of  the  State."  That  is  what  you  refer  to?  A.  That  is 
what  I  refer  to. 

Q.  The  matter  of  the  examiner's  reports,  it  is  proper  to  sug- 
gest, to  which  attention  has  been  draAvn  as  having  been  elimi- 
nated, was  a  matter  of  conclusion?    A.  Yes. 

Q.  With  regard  to  the  way  certain  assets  should  be  dealt  with  ? 
A.  Yes. 

Q.  Do  you  know  who  it  was  that  made  the  request  that  the 
superintendent  should  procure  the  elimination  of  this  from  Mr. 
Vanderpoel's  report  ?  A.  I  do  not  think  that  any  formal  request 
that  it  should  be  eliminated  was  made,  but  we  addressed  our  ar- 
gument to.  any  point  in  the  report  that  we  regarded  as  unjust  or 
unsound  and 

Q.  Well,  was  it  the  question  by  or  on  behalf  of  the  association 
that  this  matter  should  be  dealt  with  by  an  elimination?  A.  I 
presume  it  was  suggested  in  the  argument  that  it  should  be 
stricken  out. 

Q.  Well,  does  that  appear  in  the  stenographer's  minutes?  A. 
That  I  am  not  certain  of. 

ME.  LAWEElsrCE:    It  does.     It  begins  on  page  118. 

ME.  HUGHES:  About  the  elimination  of  it?  I  am  not  speak- 
ing of  the  criticism  of  the  subject-matter. 

THE  WITNESS:    I  doubt  if  there  was  any  specific  request. 

Q.  Was  it  requested  at  all  that  this  should  be  dealt  with,  not 
by  overruling  the  provisions  of  the  examiner  but  by  withdrawing 
them  from  the  report?  A.  I  do  not  thinik  so.  I  do  not  recall 
that  it  was. 

Q.  And  as  the  examiner  had  said  nothing  whatever  about  the 
charges  which  were  brought  against  your  company  so  far  as  they 
related  to  President  Bumham's  dealings  with  Moss  and  with  the 
moneys  of  the  society,  those  matters  were  not  discussed  before 
Superintendent  Payn  upon  the  hearing. 

ME.  LAWEENOE :  I  think  those  two  paragraphs  answer  your 
last  question.  (Producing  papers.)  Mr.  Lawrence  suggests  that 
these  two  paragraphs  in  the  argument  of  Mr.  Lawrence  before  the 
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Superintendent  on  August  25,  1899,  meet  the  questions  I  have  just 
asked,  and  I  will  read  this  part  of  his  argument : 

"  As  to  the  allegations  or  charges  against  the  management,  had 
your  examiner  found  them  to  contain  anything  of  substance  he 
would,  of  course,  have  so  reported,  and  as  there  is  no  finding  upon 
this  subject,  we  understand  that  the  allegations  or  charges  are 
dismissed  as  not  meriting  further  consideration.  But,  however, 
in  view  of  the  protracted  investigation  made  and  the  large  ex- 
penses incurred  in  that  connection  it  would  have  been  more  satis- 
factory to  the  Association  if  the  examiner  had  thought  proper  to 
say  so.  However,  as  the  report  now  before  you  for  hearing  says 
nothing  upon  this  subject,  we  are  not  required  to  consider  or  discuss 
these  matters.  The  report  of  the  examiner  does,  however,  contain 
certain  matters  which  are  grievously  wrong  and  unjust  to  this 
Association,  and  which  it  cannot  permit  to  be  accepted  or  adopted 
by  you  without  its  most  earnest  protest."  What  were  the  largest 
expenses  incurred  in  connection  with  the  examination  or  investiga- 
tion? A.  Well,  I  presume  what  it  mainly  referred  to  there  was 
the  expense  of  examination  by  the  department. 

Q.  Was  that  borne  by  the  Association?     A.  Yes,  sir. 

Q.  What  was  the  amount  of  that  expense  which  the  Association 
paid?  A.  My  recollection  now  is  that  it  was  between  $5,500  and 
$6,000. 

Q.  And  when  was  that  paid?  A.  Well,  I  think  shortly  after  — 
no,  I  think  we  were  paying  it  along  during  the  examination.  My 
impression  is  that  in  regard  to  that  examination  that  about  once  a 
month  the  Superintendent  submitted  to  us  a  verified  bill  of  the 
expenses  incurred  to  that  time,  and  we  paid  them.  That  is  my 
impression  with  reference  to  that  examination.  Some  of  the  exam- 
inations we  have  not  had  any  bill  of  until  the  examination  was 
over,  but  I  think  in  that  one  it  was  the  other  way. 

Q.  I  will  ask  you  to  take  the  statement  of  legal  expenses  for  1899 
and  inform  me  what  part  of  the  expenses  were  incurred  in  con- 
nection with  the  departmental  examination  of  that  year.  A. 
There  is  on  August  26th  an  item  to  James  Schell  and  Elkus,  a 
portion  of  which  I  presume  was  connected  with  that  matter. 

Q.  What  was  that  payment  ?     A.  Five  thousand  dollars. 

Q.  And  how  much  of  it  was  connected  with  that  matter  ?     A. 
With  that  I  do  not  know  whether  the  voucher  would  be  with  the 
legal  department,  and  it  would  give  the  particulars — whether  he 
gave  a  detailed  bill  or  not  I  do  not  know. 
103 
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MR.  HUGHES :     Have  you  that  voudier  here  ? 

ME.  LAWRENCE :     Yes. 

MR.  HUGHES:  Does  the  voucher  show  that  it  was  for  this 
matter  ? 

MR.  TYNG:     It  does  not. 

MR.  HUGHES :     It  is  merely  a  general  voucher? 

MR.  TYJSTG :     Merely  a  general  voucher. 

Q.  Go  on,  Mr.  Eldridge.  A.  There  Avere  certain  payments  to 
Lawrence  &  Hughes  during  that  year,  and  from  Lawrence  & 
Hughes 

Q.  That  is  Mr.  Lawrence's  firm  ?     A.  Yes. 

Q.  And  what  amounts  we?e  they  ?  '  A.  There  was  one  on  the 
19th  of  January  for  five  thousand  dollars,  one  on  the  20th  of 
April  for  five  thousand  dollars  and  one  on  July  Yth  of  $2,185.19. 
We  have  a  complete  and  itemized  bill  from  Lawrence  &  Hughes 
of  everything  that  we  have  paid  on  their  account,  more  complete 
probably  than  of  almost  any  other  firm  of  lawyers  that  we  have. 
And,  as  I  remember,  $2,500  of  one  of  these  payments  represented 
Mr.  Lawrence's  services  in  connection  with  the  investigation. 

Q.  And  that  is  the  only  amount  in  connection  with  the  depart- 
mental investigation  paid  to  Lawrence  &  Hughes  ?     A.  Yes. 

Q.  Was  anything  paid  to  Mr.  Lawrence  separately?  A."^]Sro, 
everything  is  included  under  that. 

Q.  Go  on.  A.  And  Mr.  Lauterbach  was  engaged  in  connection 
with  the  matter,  but  what  of  the  payments  here  is  on  that  account 
I  do  not  know. 

Q.  How  much  was  paid  to  Mr.  Lauterbach  ?     A. 

February  1 $5,000 

April  5    , ,  2,500 

April  29 6,000 

July  20 , 5^000 

October  12 , 2,000 

Q.  Making  a  total  of  how  much  ?     A.  $20,500. 

Q.  How  much'  of  that  was  in  connection  with  the  departmeni  al 
investigation  ?     A.  That  I  cannot  answer. 

Q.  Was  Mr.  Lauterbach  representing  you  in  other  matters  at 
that  time  ?     A.  He  did,  during  that  year. 
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Q.  What  otlier  matters  ?  A.  lie  represented  us  in  tlie  Deming 
matter,  and  I  think  some  of  these  payments  were  for  services  ren- 
dered in  the  previous  year. 

Q.  In  prior  years  ?     A.  Yes. 

Q.  Were  there  any  others  ?  A.  ISTo,  I  think  that  covers  all  the 
payments  that  were  made. 

Q.  All  the  payments  in  connection  with  this  matter  of  the 
department?     A.  Yes. 

Q.  Were  there  any  payments  charged  for  general  expenses  for 
legal  work  in  that  year  ?  A.  I  do  not  know,  but  if  there  were  the 
instruction  was  given  to  include  them  all  in  here,  and  I  will  say 
that  after  we  went  from  here  this  morning  I  made  the  inquiry,  and 
I  am  satisfied  that  everything  paid  to  lawyers  is  included  in  here, 
even  if  it  was  carried  in  general  expenses. 

Q.  What  amounts  in  1899  were  carried  in  general  expenses 
and  not  to  legal  expenses?  A.  That  is  not  indicated  licre,  and 
I  could  only  tell  that  by  going  to  the  warrants. 

Q.  Of  course  the  amounts  carried  to  general  expenses  did  not 
appear  in  yoiir  report  at  the  end  of  the  year  as  disbursed  for  legal 
expenses?    A.  Ko,  they  appeared  under  general  expenses. 

Q.  W^hat  reason  was  there  for  treating  any  legal  expenses  in 
that  way?  A.  Well,  in  that  matter  I  should  have  to  go  to  the 
warrants.  Most  of  the  warrants  for  those  are  drawn  in  the  legal 
department,  and  there  would  be,  by  analyzing  or  by  going  to  the 
warrants,  probably  a  reason  given  for  any  special  charge  of  that 
kind.    I  do  not  think  that  they  amount  to  any  great  sum. 

Q.  Was  there  not  an  item  of  fifteen  thousand  dollars  for  legal 
services  which  were  charged  to  general  expenses  at  one  time? 
A.  You  are  referring,  I  suppose,  to  the  MacDonald  payment, 
are  you? 

Q.  I  am  not  sure  that  is  it.  A.  T  think  the  MacDonald  pay- 
ment was  probably  charged  to  general  expenses. 

Q.  Is  that  the  only  item  of  $15,000  which  has  been  carried  to 
general  expenses  ? 

ME.  TYNG:  I  beg  your  pardon,  the  MacDonald  amount  was 
charged  to  legal  expenses^ 

THE  WIT:N'ESS:  Then  I  do  not  know  the  item  to  which  Mr. 
Hughes  refers. 

Q.  Well,  you  can  look  up  those  matters.  Are  there  any  other 
disbursements  made  by  your  association  in  connection  with  the 
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investigation  or  proceedings  of  tlie  Department  in  1899  than  those 
yon  have  mentioned?     A.  I  think  that  covers  all. 

Q.  Directly  or  indirectly?    A.  Yes,  sir. 

Q.  "Were  any  moneys  directly  or  indirectly  paid  by  your  com- 
pany to  anyone  connected  with  the  Insurance  Department,  other 
than  the  five  thousand  or  six  thousand  dollars  you  have  mentioned 
for  the  expenses  for  the  examination  ?    A.  ISTo,  sir. 

Q.  Did  you  ever  hear  of  any  such  payments?  A.  I  have  heard 
the  allegation  made  that  in  1898  such  a  payment  was  made,  or 
that  Mr.  Burnham  stated  to  a  gentleman  that  he  did  make  such  a 
payment. 

Q.  Mr.  Wells  so  testified  in  Canada?  A.  Mr.  Wells  so  testi- 
fied in  Canada. 

Q.  And  Mr.  Burnham  had  said  he  had  to  raise  some  money 
for  that  purpose?    A.  That  is  the  substance  of  it. 

Q.  And  the  sum  of  forty  thousand  dollars  was  mentioned  ?  A. 
That  is  the  substance  of  Mr.  Wells'  statement. 

Q.  Have  you  any  information  as  to  that?  A.  I  have  not,  except 
that  I  am  absolutely  certain  there  is  no  truth  in  the  matter. 

Q.  What  gives  you  that  feeling  of  certainty?  A.  There  was 
no  money  ever  paid  of  the  association  for  that  purpose,  and  the 
matter  has  been  absolutely  without  any  proof,  or  without  any 
substance,  except  the  simple  statement  that  Mr.  Burnham  told 
Mr.  Wells  that  he  done  so.  And  further  than  that,  I  think 
what  might  be  called  very  strong  inferential  proof,  at  least,  is 
that  I  don't  know  of  anything  in  the  report  of  1898  that  anybody 
would  have  paid  for.  I  do  not  mean  to  say  by  that  that  if  there 
was  anything  there  we  would  have  paid  for  it,  but  I  do  not  see 
anything  that  could  possibly  have  been  the  basis  for  paying  for  it. 

Q.  Was  there  anything  omitted  the  inclusion  of  which  would 
have  been  disagreeable?  A.  I  do  not  recall  that  there  was  any- 
thing omitted  from  the  report  of  1898.  There  may  have  been  a 
verbal  change  or  so,  but  as  for  any  substantial  omission  from  that 
report,  I  do  not  think  there  was  any. 

Q.  Did  Mr.  Burnham  get  any  money  from  you  for  any  such 
purpose?     A.  He  did  not. 

Q.  Or  through  you?     A.  No,  sir. 

Q.  Did  the  payment  by  Mr.  Brockway  have  anything  to  do 
with  that?     A    I  am  satisfied  that  it  did  not. 

Q.  Have  you  had  any  talk  with  Mr.  Burnham  in  regard  to 
these  statements  of  Mr.  Wells?  A.  I  have  many  times  since 
that  came  to  my  notice. 
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Q.  Has  Mr.  Burnliam  ever  informed  you  that  lie  was  held 
Tip  by  the  Department,  or  to  that  effect?     A.  He  never  has. 

Q.  Or  that  he  had  to  pay  out  any  money  to  anybody  in  con- 
nection therewith?    A.  He  has  never  done  so. 

Q  Or  in  connection  with  any  action  or  anybody  connected 
with  the  Department?     A.  ISTo,  sir. 

Q.  Did  Mr.  Bumham  have  at  his  disposal  the  contingent  fund 
at  this  time?  A.  In  1899  he  had  the  two  hundred  dollars  a 
week. 

Q.  And  in  1898  as  well?     A.  Yes. 

Q.  "What  did  he  do  with  that  money?  A.  The  payment  from 
1898  to  1899  was — ^I  think  a  statement  of  those  expenditures  was 
submitted  to  the  Board. 

Q    Have  you  got  it?     A.  "We  have  not. 

Q.  Can  you  get  it?     A.  I  don't  know  that  it  is  in  existence. 

Q.  "What  did  it  contain?     A.  I  do  not  recollect. 

Q.  But  were  there  any  payments  for  campaign  contributions? 
A.  I  think  not. 

Q.  Has  not  your  association  made  any  contributions  for  politi- 
cal purposes?     A.  Not  to  my  knowledge. 

Q  According  to  your  information?  A.  No,  sir.  I  will  say 
this,  with  regard  to  a  very  considerable  amount  of  the  earlier 
portion  of  the  contingent  fund,  Mr.  Bumham  was  sent  to  Europe 
by  the  association  in  1896,  and  a  considerable  fund  of  the  con- 
tingent fund  was  expended  in  his  expenses  there.  All  of  them 
were  met  from  that  fund. 

Q.  "Was  there  not  any  provision  for  campaign  purposes  in  1896? 
A.  My  recollection  of  the  statement  is  that  there  was  not. 

Q.  "Was  not  this  contingent  fund  put  in  Mr.  Bumham's  hands 
so  he  could  use  it  without  having  any  account  which  would  have 
to  appear  in  the  company's  books?  A.  It  was  put  in  his  hajnds 
for  the  purpose  of  meeting  many  expenditures  that  the  head  of  a 
company  might  be  expected  to  meet,  and  withoi^t  being  respon- 
sible for  an  accounting  to  the  company. 

Q.  "What  sort  of  expenses  did  he  pay  out  of  that?  A.  Well, 
I  imagine  that  he  paid  a  great  many.  I  know  he  paid  a  great 
many  expenses,  such  as  an  oiEcer  in  that  position  has  constantly 
to  meet. 

Q.  "What  do  you  mean  by  that?  A.  There  were  these  expen- 
ditures for  his  trip  to  Europe. 

Q.  You  paid  his  traveling  expense   on  the   company's  busi- 
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iiess,  did  you  not?  A.  ISTo,  sir,  he  paid  tliat  from  his  contingent 
fund. 

Q.  Anything  else?  A.  And  several  trips  through  the  country 
for  the  association.     He  paid  all  those  from  the  contingent  fund. 

Q.  There  was  not  any  reason  in  giving  Mr.  Burnham  a  con- 
tingent fund  to  pay  his  traveling  expenses?  A.  Well,  that  was 
one  of  the  purposes  for  which  it  was  given  and  one  of  the  pur- 
poses for  which  it  was  used. 

Q.  Is  that  the  only  purpose  for  which  it  was  used?  A.  No, 
I  remember,  among  other  expenditures,  I  think  there  was  one 
t]:ousand  or  five  hundred  dollars  given  to  Mr.  Straus  for  the 
Hebrew  Eair,  and  there  were  a  number  of  others  of  that  kind. 

Q.  Charitable,  expenditures?     A.  Charitable  expenditures. 

Q.  But  no  political  expenses?     A.  I  do  not  recall  any 

Q.  Or  expenses  in  connection  with  legislation?     A.  No,   sir. 

Q.  Or  expenses  in  connection  with  Departments  of  other 
States?  A.  No,  sir.  Where  we  have  been  held  up  by  Depart- 
ments of  other  States  we  have  paid  it  directly  from  the  company's 
treasury. 

Q.  When  have  you  been  held  up  by  Departments  of  other 
States?  A.  I  testified  yosterday  that  I  did  not  recall  in  the  mat- 
ter of  Iowa.  Afterward  my  memory  was  refreshed,  and  I  know 
we  were  held  up  by  that  Department. 

Q.  How  were  you  lieM  up  by  that  Department?  A.  When 
the  license  was  granted  in  1890,  the  commissioner,  or  auditor,  as 
he  is  called  there,  took  particular  pains  to  notify  us  that  it  was 
granted  subject  to  the  verification  of  our  reports,  as  I  think,  as 
far  as  Iowa  business  was  concerned,  at  some  subsequent  period. 
At  a  somewhat  later  date  a  man  whose  narae  is,  I  think,  f  aniiliar 
in  most  of  the  insurance  offices  in  this  city,  by  the  name  of  Max 
Dehler 

Q.  How  do  you  spell  that?    A.  M-a-x  D-e-h-1-e-r. 

Q.  Who  was  he?  A.  He  was  the  so-called  Examiner  of  the 
Iowa  Department.  I  think  that  was  his  title  —  appeared  at  our 
office  with  his  son  as  stenographer  or  clerk,  announced  that  he 
was  there  for  the  purpose  of  beginning  a  thorough  examination 
of  the  company.  He  had  an  interview  with  Mr.  Burnham  and 
myself,  and  we  stated  to  him  that  if  it  was  a  question  of  making 
a  thorough  examination  of  the  company,  that  the  expenses  in- 
volved in  so  doing,  we  should  prefer  to  withdraw  from  tlio  State 
of  Iowa,  as  we  were  doing  a  very  small  amount  of  business  thej'e. 
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and  it  was  not  possible  to  make  an  examination  of  a  company  of 
our  size  without  a  very  large  clerical  force  and  expending  a  great 
deal  of  time,  so  that  if  an  actual  examin£\tion  was  made,  it  could 
not  fail  to  cost  $5,000  or  $6,000  and  if  any  other  was  made  it 
would  be  simply  a  farce.  He  then  stated  that  he  would  confine 
his  examination  to  matters  relating  to  the  operation  of  the  com- 
pany in  Iowa.  To  that  we  gave  our  consent.  He  remained  there 
about  a  week  and  then  called  me  into  the  office  one  day  and 
stated  he  was  going  to  Iowa  to  take  part  in  the  Eepublican  cam- 
paign and  that  when  he  was  through  with  that  he  should  return 
to  New  York  with  a  force  of  clerks  from  Iowa,  sufficient  to  make 
a  complete  and  thorough  examination  of  all  the  affairs  of  the 
company.  I  laid  the  matter  before  the  Board  of  Directors, 
whereupon  the  Board  of  Directors  —  Oh,  and  he  then  submit- 
ted a  bill  for  the  week's  service  amounting  to  $489.78.  I  laid  the 
matter  before  the  Board  of  Directors  and  we  withdrew  from 
Iowa  and  declined  to  pay  the  bill.  The  matter  was  put  in  suit 
and  subsequently,  or  later  in  the  year,  upon  our  wishing  to  re- 
enter the  State,  and  through  the  reinsurance  in  the  Northwestern, 
we  had  considerable  business  of  that  company  there,  an  arrange- 
ment was  made  by  which  he  came  to  the  home  office,  completed 
his  verification  so  far  as  the  Iowa  business  was  concerned,  re- 
mained about  a  week  longer,  and  submitted  a  further  bill  for 
$346.60,  both  of  which  we  paid. 

Q.  "Were  you  ever  held  up,  as  you  say,  by  any  other  depart- 
ment? A.  Well,  there  was  an  incident  that  occurred  in  the  State 
of  Missouri  which  I  think  comes  thoroughly  "  to  being  of  the 
same  nature." 

BY  MR  COX: 

Q.  Before  you  go  on  -wdth  that,  may  I  ask  how  that  bill  was 
made  up  by  that  examiner  and  on  what  basis  he  comiJuted  those 
fees?  A.  I  think  that  is  one  where  he  signed  papers.  There  is 
one  in  which  he  refers,  for  the  larger  amount,  to  an  itemized 
bill,  which,  however,  I  do  not  find. 

MR.  HUGHES :  I  will  read  these  two  bills  upon  the  record 
and  offer  them  in  evidence.  They  are  both  under  the  same  date. 
Were  they  rendered  at  the  same  time,  that  is,  when  you  closed  the 
matter  up  ? 

A.  When  we  closed  the  matter  up,  the  original  bill,  I  find  a 
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statemenl  here  filed  with  the  suit  in  Iowa,  and  that  is  the  reason 
it  is  not  here. 

(Papers  marked  Exhibit  584  and  5&5.) 

THE  WITIfESS:  I  should  have  said  1900  instead  of  1896. 

BY  ME.  HUGHES: 

Q.  Did  he  have  an  assistant  with  him?    A.  His  son. 

Q.  Was  there  any  other  assistant  beside  his  son?    A.  'No,  sir. 

Q.  Was  his  son  his  companion  on  both  his  trips  ?  A.  Yes,  sir. 
I  show  you  this,  Mr.  Hughes,  as  indicating  that  this  was  not  a 
matter  alone  to  this  company.  It  was  a  matter  that  became 
notorious  out  there  in  Iowa  and  called  for  action  of  the  Executive 
Council,  and  action  of  the  Legislature,  although  the  legislative 
action  is  not  there. 

Q.  You  now  refer  to  a  letter  from  the  State  Department  with 
regard  to  the  matter  ?    A.  Yes. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  586.) 

Q.  How-  old  was  Mr.  Dehler's  son  ?  A.  I  should  think  he  wa'? 
a  young  man  19  or  20. 

Q.  Was  he  an  examiner  of  the  department  ?  A.  No,  his  father 
was  an  examiner  of  the  department  and  he,  I  think, 'was  a  sten- 
ographer. 

Q.  ISTow,  you  were  about  to  speak  of  the  matter  in  Missouri. 
A.  There  an  examination  of  the  company  was  made  in  1898,  Mr. 
J.  H.  Childers  and  L.  H.  Orear  being  the  examiners.  They  were 
here- 

ME.  TYNG:  Is  this  table  what  you  want? 

THE  WITNESS:  This  is  a  subsequent  portion  of  the  same 
letter.  There  was  a  bill  (handing  paper).  That  is  their  bill  for 
the  examination. 

Q.  Did  you  employ  an  attorney  in  Missouri  ?  A.  Yes.  Hav- 
ing submitted  that  bill,  I  will  go  on  and  make  the  statement. 

ME.  HUGHES :  I  will  offer  this  bill  in  evidence. 
(Paper  marked  Exhibit  587.) 


Testimony  of  (jteorge  t).  tlldridge.  SS73 

Q.  How  long  were  they  down  here?  A.  My  recollection  is 
about  ten  days. 

Q.  Were  they  here  more  than  once  ?     A.  No. 

Q.  Now,  what  attorneys  did  yoti  employ  in  connection  with 
that  matter?  A.  After  the  return  of  these  gentlemen  to  Mis- 
souri we  received  information  from  that  department  that — no, 
from  Mr.  Childers,  that  he  had  submitted  his  report  and  that  a 
copy  of  the  said' report  would  be  forwarded  to  iis.  We  waited 
for  a  considerable  time  and  I  think  wrote  once  or  twice  for  the 
report  and  failed  to  get  it,  and  then  received — subsequently  re- 
ceived a  letter  from  the  Superintendent  of  Insurance,  Mr.  Ed. 
T.  Orear,  in  which  he  raised  questions  as  to  whether  we  were 
empowered,  under  the  Missouri  law,  to  issue  a  policy  in  Mis- 
souri under  the  Missouri — under  the  Missouri  assessment  law  to 
issue  a  policy  in  that  State  which  provided  that  a  premium  should 
be  paid  at  stated  intervals,  even  though  we  reserved  the  right 
to  call  for  additional  amounts,  and  also  whether  we  had  a  right 
to  make  any  payments  in  the  way  or  surrender  of  such  a  policy, 
claiming  that  essentially  any  policy  that  provided  for  a  siirrender 
in  any  event  was  an  endowment.  After  considerable  correspond- 
ence I  went  to  Missouri  and  jBnding  that  I  was  likely  to  have  this 
trouble,  as  he  insisted  upon  this  interpretation  of  the  law,  I  em- 
ployed an  attorney  by  the  name  of  Clardy  who  was  general  coun- 
sel, I  think,  for  the  Missouri,  Kansas  &  Pacific  Railroad,  the 
purpose  being  for  him  to  bring  mandamus  proceedings  to  compel 
the  issuance  of  the  license.  Mr.  Orear  heard  that  we  were  in 
consultation  with  Mr.  Clardy  and  notified  us  that  he  should  not 
issue  the  license.  I  then  went  to  Jefferson  City  and  saw  Mr. 
Orear,  who  stated  that  the  matter  had  been  referred  to  the  At- 
torney General  and  was  in  his  hands.  I  went  to  the  oflSce  of  the 
Attorney  General  and  he  made  an  appointment  as  to  the  time 
when  he  would  hear  me  upon  the  subject,  I  went  there  at  the 
time  and  went  over  the  matter  with  him  and  when  it  was  con- 
cluded he  said  that  upon  the  matter  being  officially  referred  to 
him  by  the  Superintendent  he  would  pass  upon  the  question.  I 
had  been  beating  back  and  forth  from  the  Attorney  General's 
office  to  the  Insurance  Department  until  I  concluded  that  there 
was  no  intention  of  dealing  with  the  subject;  and  I  finally  made 
up  my  mind  to  leave  Jefferson  City.  While  I  was  waiting  at  the 
hotel  an  employee  of  the  department  came  to  the  hotel  and  stated 
to  me  that  in  the  employment  of  Mr.  Clardy  we  were  employing 
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a  man  who  was  personally  bitterly  hostile  to  the  Attorney  General 
and  the  Superintendent  of  Insurance,  and  suggested  a  name  which 
if  employed  would  imdoubtedly  —  the  attorney  would  undoubt- 
edly be  able  to  secure  the  license,  a  consideration  of  the  matter, 
and  if  the  matter  was  fairly  considered  undoubtedly  the  license 
would  be  granted.  I  declined  to  employ  the  man  and  came  back 
to  New  York,  but  after  consideration  the  attorney  was  employed 
and  he  procured  our  license. 

Q.  How  much  did  you  pay  the  attorney?  A.  There  is  the 
bill  (handing  paper). 

Q.  Thirty-five  hundred  dollars  ?     A.  Yes. 

MK.  HUGHES:     I  offer  that  in  evidence. 
(Paper  marked  Exhibit  ISTo.  587A.) 

Q.  How  long  was  it  after  the  employment  of  Mr.  Phelps  that 
you  got  the  license  ?     4^.  I  think  about  three  days. 

Q.  And  was  that  the  only  time  during  which  Mr.  Phelps  was 
serving  you?     A.  Yes,  sir. 

BY  MK.  COX: 

Q.  Did  he  render  you  a  bill  after  you  had  obtained  your 
license?  A.  Yes.  Now,  I  think,  Mr.  Hughes,  I  have  made  a 
clean  breast  of  every  time  that  we  have  been  held  up,  and  I  want 
to  say  this,  if  I  may  be  permitted  to  say  it,  I  think  it  is  a  matter 
of  justice  that,  considering  the  undoubted  troubles  the  various  in- 
surance departments  of  this  country  have  had  on  account  of  the 
peculiar  questions  that  have  arisen  in  connection  with  the  Mutual 
Reserve,  I  think  we  have  been  subjected  to  comparatively  little 
pressure  that  indicated  an  attempt  to  extort  money  from  us,  and 
I  think  that  as  a  rule  we  have  been  treated  with  a  great  deal  of 
courtesy  and  a  great  deal  of  consideration  by  the  various  insur- 
ance departments  of  the  State.  I  think  it  is  no  more  than  fair 
in  view  of  the  other  testimony  I  have  given  to  state  that. 

Q.  You  have  made  a  statement  with  regard  to  certain  rumors 
that  have  been  current  in  connection  with  the  New  York  De- 
partment in  1898.  Your  statement  as  to  the  fact  that  no  money 
had  been  paid  directly  or  indirectly  other  than  for  legal  services 
that  you  have  mentioned  applies  to  1899  ?     A.  It  does. 

Q.  Now  there  is  no  payment  of  any  kind  to  any  one  con- 
nected with  the  department  in  that  year?    A.  Yes,  sir. 

Q.  Directly  or  indirectly  ?    A.  Directly  or  indirectly. 
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Q.  When  was  the  next  examination  in  New  York?  A.  In 
1902. 

Q.  What  was  the  purpose  of  that  investigation?  A.  For  re- 
Incorporation. 

Q.  Your  company  was  active  iii  procuring  the  legislation  of 
1901  providing  for  such  reorganization,  that  is  the  amendment 
to  Section  52  which  has  already  been  testified  to  by  you?  A. 
Yes,  sir. 

Q.  What  amount  of  money  did  you  expend  in  connection  with 
that  matter?  A.  That  matter  was  in  the  charge  of  Tracy,  Board- 
man  &  Piatt,  and  I  think  you  will  find  in  this  list  of  legal 
expenses 

Q.  That  will  appear  under  the  services  for  1901  ?  A.  I  think 
it  will,  yes. 

Q.  When  was  the  passage  of  this  law  first  attempted  by  your 
company,  was  it  in  1900  or  in  the  session  of  1901?  A.  It  was 
either  the  season  of  1899  or  the  session  of  1900. 

Q.  That  it  was  brought  up  for  the  first  time?  A.  Yes,  my 
impression  is  it  was  1900. 

Q.  Was  a  bill  introduced  in  1899?  A.  Either  1899,  I  am  not 
certain  as  to  the  date. 

Q.  But  the  matter  did  not  get  very  far  at  that  time?  A.  It 
was  referred  to  the  insurance  committee  and  I  think  there 
rested. 

Q.  Was  it  reported  out?  A.  My  impression  is  that  it  was 
reported  out  to  the  Senate,  and  then  on  motion  of  a  member  of 
the  Insurance  Committee  was  returned  to  the  Committee,  and 
remained  there  until  the  close  of  the  session,  that  is  my 
recollection. 

Q.  I  see  a  payment  to  Tracy,  Boardman  &  Piatt,  or  Board- 
man,  Piatt  &  Soley  of  May  27,  1901,  $15,027.03.  What  was 
that  for?  A.  My  impression  is  that  it  was  the  expenditure  in 
connection  with  that  legislation. 

Q.  Covering  what  period?  A.  I  don't  know  what  length  of 
time  it  covered. 

Q.  Well,  it  was  for  services  during  that  session?  A.  It  was 
a  general  bill  for  services  in  connection  with  the  legislation. 

Q.  Have  you  got  a  voucher  for  that  item?  A.  Have  you  got 
it,  Mr.  Tyng? 

ME.  TYNG:    I  have  not  the  voucher  for  that  item. 
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Q.  Have  you  a  bill?    A.  "We  have  a  bill. 

Q.  An  itemized  bill?  A.  "We  have  a  bill  covering  that 
amount. 

Q.  Was  that  charged  to  legal  expenses  or  general  expenses? 
A.  My  impression  is  that  it'  vi^as  charged  to  legal  expenses. 

Q.  "Were  there  any  other  disbursements  made  by  your  com- 
pany in  connection  with  that  legislation?  A.  No,  not  that  I 
know  of. 

Q.  "Were  there  any  hearings  upon  that  legislation  or  in  refer- 
ence to  the  bill  ?  A.  I  think  there  was  a  hearing,  but  I  did  not 
attend  it. 

Q.  Before  what  committee  and  when?  A.  I  cannot  testify 
absolutely  as  to  the  time.  I  think  that  there  was  a  hearing 
before  the  insurance  committee,  that  is  my  impression. 

Q.  Of  both  houses  or  one  house?    A.  Both  houses. 

Q.  "Was  there  more  than  a  hearing?  A.  My  recollection  in 
regard  to  the  matter  is  not  clear,  but  it  is  my  recollection  that 
there  was  a  hearing  in  reference  to  it. 

Q.  "Was  there  any  opposition  to  this  bill?  A.  No  open 
opposition  at  that  time  that  I  knew  of. 

Q.  "Was  there  any  secret  opposition?    A.  Not  that  I  know  of. 

Q.  Was  the  department  opposed?  A.  The  department  con- 
sented after  the  introduction  of  the  provision  in  regard  to  the  re- 
serve liability,  I  think. 

Q.  Did  you  object  to  that  provision?  A.  On  principle  I  did 
not  think  it  was  a  correct  matter,  but  I  made  no  active  opposition. 

Q.  Is  it  a  fact  that  the  Mutual  Reserve  desired  to  have  the 
provision  inserted  for  the  valuation  of  existing  policies  as  one  year 
term  insurance  at  the  ages  attained  ?  A.  If  there  was  to  be  a  pro- 
vision for  the,  valuation  of  the  policies,  we  believed  that  on  those 
assessment  policies  it  should  be  distinctly  stated  that  they  should 
be  valued  in  that  manner  because  it  closed  the  question  as  to  how 
they  should  be  valued. 

Q.  Well,  did  you  originally  propose  a  bill  for  allowing  the  rein- 
corporation without  any  reference  to  the  valuation  of  existing 
policies?  A.  My  suggestion  was  originally,  the  first  suggestion 
that  I  made  was  for  a  valuation  of  policies  that  provided  for  sur- 
render values,  the  same  valuation  that  was  required  of  old  line 
companies,  but  I  think  my  first  suggestion  did  not  cover  any  valu- 
ation for  post  mortem  assessment  policies. 

Q.  Did  this  bill  receive  any  amendments  during  its  progress,  or 
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was  the  bill  tliat  was  introduced  on  your  behalf  passed  as  it  was 
introduced?  A.  My  impression  is  that  there  were  some  amend- 
ments. 

Q.  Were  there  amendments  of  substance?  A.  No,  they  mainly 
covered  the  wording  and  the  provision  in  regard  to  the  valuation  of 
post  mortem  assessment  policies. 

Q.  Then  the  original  bill  as  introduced  did  contain  a  provision 
for  valuation  of  policies  ?    A.  Oh,  yes,  sir. 

Q.  That  had  been  threshed  out  with  the  department  before  that  ? 
A.  That  had  been  threshed  out  to  a  certain  extent  before  that. 

Q.  When  was  that  threshed  out  ?  A.  My  impression  is  that  the 
first  bill  was  introduced  in  1899,  that  is  the  impression  that  re- 
mains in  my  mind  now,  if  it  was  in  1899  that  the  bill  was  intro- 
duced, I  think  that  if  there  was  opposition  that  we  did  not  know  of 
openly,  it  probably  arose  from  the  fact  that  it  permitted  the  or- 
ganization or  an  increase  in  the  number  of  mutual  companies,  there 
being  no  general  law  that  would  permit  the  incorporation  of  a  new 
mutual  company. 

Q.  Was  any  amount  disbursed  by  your  company  in  connection 
with  the  introduction  or  progress  of  a  similar  bill  in  the  session 
of  1900?  A.  Well,  I  speak  now  only  subject  to  memory.  My 
impreesion  is  that  I  visited  Albany  with  our  consulting  actuary 
and  that  probably  the  expenses  of  the  trip  were  paid  by  us,  that 
is 

Q.  I  mean,  did  you  pay  counsel  or  disburse  moneys  in  connec- 
tion with  the  introduction  of  the  bill  ?    A.  Oh,  no. 

Q.  That  was  all  in  1901  ?    A.  Yes. 

Q.  Did  you  in  connection  with  any  such  proposed  legislation  dis- 
burse any  moneys  in  1899  ?    A.  No. 

Q.  Tou  have  said  that  the  examination  of  the  department  took 
place  after  that  reincorporation.  That  was  in  1902  ?  A.  No,  it 
took  place  preliminary  to  our  reincorporation. 

Q.  But  after  the  bill  had  been  passed  ?  A.  Oh,  yes,  after  it  had 
been  passed. 

Q.  That  was  in  1902  ?    A.  Yes. 

Q.  On  the  eve  of  your  reincorporation  ?    A.  Yes,  sir. 

Q.  And  what  amounts  did  you  pay  out  in  connection  with  that 
examination?    A.  We  employed  counsel,  sir. 

Q.  And  what  amounts  did  you  pay  out  in  connection  with  that  ? 
A.  My  impression  is  that  the  bill  was  $10,000. 

Q.  What  is  the  period  of  service?    A.  Well,  the  examination 
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began,  I  believe,  in  January  and  extended  into  April,  and  it  cov- 
ered that  entire  period. 

Q.  Was  there  a  hearing?  A.  Oh,  yes,  there  were  several  hear- 
ings.    There  were  a  great  many  questions  that  came  up. 

A.  As  to  valuation?     A.  As  to  valuation,  yes,  sir. 

Q.  And  you  were  represented  by  counsel  on  these  matters? 
A.  Yes,  sir. 

Q.  Who  were  your  counsel.     A.  Tracy,  Boardman  &  Piatt. 

Q.  Was  there  anybody  else  at  that  time  representing  you? 
A.  No. 

Q.  In  that  matter?     A.  Not  in  that  matter,  but  we 

Q.  They  were  at  work  a  good  deal  of  the  time  during  that 
period?  A.  Yes,  we  called  upon  them  a  great  deal  because  there 
were  a  great  many  new  questions  coming  up  in  regard  to"  A'alua-, 
tions  and  other  matters,  which  called  for  several  conferences  at 
Albany  and  a  very  large  amount  of  work. 

Q.  It  is  suggested  that  I  should  ask  you  whether  the  twenty 
thousand  five  hundred  dollars  was  exclusively — in  1898  that  was? 
A.  I  think  that  was  in  1898. 

Q.  Was  that  exclusively  for  service,  or  does  that  include  any 
disbursements  ?     A.  I  think  that  includes  some  disbursements. 

Q.  Well,  to  any  extent,  was  that  to  cover  any  money  paid  to 
anybody  else?     A.  I  do  not  think  it  was. 

Q.  Have  you  any  vovichers  or  information  showing  anything 
of  that  kind?     A.  The  Legal  Department  would  have. 

MR  HUGHES:  Have  you  it  here? 

ME.  TYNG:     I  do  not  think  we  have  it  here. 

Q.  According  to  the  position  of  your  association,  were  you 
paying  for  Mr.  Lauterbach's  services  or  providing  Mr.  Lauter- 
bach  in  whole  or  in  part  to  pay  somebody  else?  A.  My  under- 
standing is  we  were  paying  it  entirely  for  services. 

Q.  Have  you  ever  heard  anything  to  the  contrary?  A.  No,  sir, 
and  as  I  have  stated  before,  a  portion  of  that,  at  least,  covered 
services  in  the  preceding  year,  and  it  also  covered  services — I  do 
not  want  it  to  be  understood  that  that  was  confined  to  services  you 
have  furnished  us,  that  is  disbursements  for  legal  services  before 
the  Insurance  Department. 

Q.  No,  I  think  you  have  already  stated  that  it  was  for  other 
services,  and  I  wanted  to  know  if  it  was  all  for  services,  or  em- 
braced other  items?     A.  No,  T  think  it  was  all  for  services. 

Q.  You  have  referred  to  a  disbursement  of  ten  thousand  dol- 
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lars  in  1902.     Does  that  appear  in  this  statement  of  legal  services 
you  have  furnished  us,  that  is  disbursements  for  legal  services,  I 

mean?     A.  Mr.  Tyng 

Q.  What  is  that?     A.  It  does  not  seem  to  be  here. 

MR.  TYNG:  I  cannot  see  that  there  was  any  such  payment 
in  1902,  at  all. 

Q.  No,  now  was  it  not: A.  Have  you  got  the  other  list, 

the  individual  list  ? 

MR.  TYlSTGr:  It  does  not  seem  to  be  in  the  other  list. 

Q.  It  is  not  in  either  one?  A.  It  should  be  here,  there  is  no 
doubt  about  it. 

Q.  There  is  no  doubt  about  the  fact  that  the  payment  was 
made  ?     A.  ISTo,  sir. 

Q.  Was  it  possibly  charged  to  general  expenses  rather  than 
legal  expenses?     A.  No,  sir.     Even  if  it  was  it  ought  to  be  here. 

Q.  You  know  it  was  paid  in  1902?  A.  Well,  as  to  just  when 
the  bill  was  presented  I  am  not  certain. 

Q.  But  it  was  for  services  in  connection  with  the  examination? 
A.  Yes,  it  was  subsequent  to  1901,  no  doubt  about  that. 

Q.  Referring  again  to  the  fifteen-thousand  dollar  payment  in 
1901,  in  connection  with  this  legislation,  was  there  an  agreement 
in  advance  as  to  the  amount  which  should  be  charged  in  the  event 
that  that  legislation  could  be  obtained?     A.  That  I  cannot  tell. 

Q.  Was  there  any  arrangement  in  advance?  'A.  I  do  not  know 
of  it. 

Q.  When  was  the  next  examination  by  the  New  York  Depart- 
ment?    A.  Last  year. 

Q.   1904,  completed  as  shown  by  the  report  of  1905?     A.  Yes. 

Q.  It  is  suggested  to  me  that  the  question  in  1902  had  a  broader 
range  than  a  mere  examination  of  the  company  would  embrace 
in  the  ordinary  sense,  that  it  involved  the  entire  matter,  whether 
you  should  reincorporate  under  the  act  which  had  been  passed. 
A.  Oh,  no  question  about  that.  There  were  very  large  and  very 
long  services,  and  there  was  the  preparation  of  a  number  of  briefs 
and  the  consideration  extending  sometimes  over  several  days  of 
questions 

O.  Thatis,  inl902?     A.  Yes. 

Q.  After  the  legislation  was  passed?  A.  Yes.  All  questions 
having  a  great  deal  of  importance  and  weight.  We  were  con- 
■tantly  calling  upon  Mr,  Piatt  for  services  in  that  connection. 
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Q  Mr.  Lawrence  suggests  to  me  that  there  was  a  report  by  Mr. 
Yanderpoel  in  connection  with  this  examination  in  1902,  in  such 
terms  that  had  Superintendent  Hendricks  adopted  it  the  society 
would  not  have  reincorporated  at  all.     Is  that  so?     A.     It  is. 

Q.  What  was  there  in  Mr.  Vanderpoel's  report  which  would 
have  prevented  your  reincorporating?  A.  It  left  open  the  ques- 
tion of  liens  as  assets. 

Q.  How  did  if  leave  it  open?  A.  It  stated  —  the  expression 
that  was  used,  as  near  as  I  can  recall  now,  was  that  admitting  the 
lien  —  the  signed  liens  received  in  the  exchange  of  business,  as 
offsets  to  the  liabilities  for  Cre  purpose  of  this  examination,  and 
then  there  was  one  other  question.  I  think  the  question  as  to  the 
valuation  of  the  Northwestern  policies  was  also  left  open. 

Q.  You  say  it  left  open  that  question?     A.  Yes. 

Q.  And  you  were  not  willing  to  reincorporate  under  the  act  of 
1901  unless  you  were  able  to  treat  as  assets  against  your  liabilities, 
the  liens  charged  upon  the  policies?  A.  The  liens  for  which  we 
held  signed  notes. 

Q.  Yes,  not  the  by-law  lien  but  the  others?  A.  Yes.  It  would 
have  been  simply  to  have  reincorporated  ourselves  into  insolvency 
because  we  would  have  been  charged  with  a  liability  which  had 
been  provided  for  by  these  liens  and  then  the  very  liens  thrown 
out. 

Q.  So  you  took  that  up  with  Superintendent  Hendricks?  A. 
Yes. 

Q.  And  there  were  hearings  upon  those  questions?  A.  There 
were  hearings  upon  those  questions  and  briefs  submitted  and  ex- 
tensive work  done  in  connection  with  it. 

Q.  "What  was  the  expense  which  your  company  incurred  iu 
connection  with  this  last  examination  of  1904?  A.  Well,  mv  im- 
pression now  is  that  there  has  been  no  specific  bill  rendered  for  it. 
We  consulted  Boardman,  Piatt  &  Soley  two  or  three  times  on  ' 
matters  that  arose  and  probably  if  the  bill  has  not  been  rendered  it 
will  be  a  bill  of  a  comparatively  small  amount.  There  was  no  very 
large  amount  involved. 

Q.  In  connection  with  that  examination,  did  you  have  occasion 
to  disburse  any  moneys  outside  of  the  services  of  counsel?     A.  No. 

Q.  To  anybody  directly  or  indirectly?    A.  No. 

Q.  Does  your  company  issue  preliminary  term  policies?  A.  It 
does. 

Q.  What  are  they?    A.  All  of  our  policies  are  preUiftW^ry 
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term  policies. 

Q.  What  do  you  mean  by  tbat?  A.  They  are  policies  which 
provide  that  the  premiums  paid  during  the  first  year  shall  be 
earned  by  the  payment  of  the  mortality  for  that  year  and  the 
balance  to  be 

Q.  What  option  does  the  insured  have  ? 

THE  CHAIEMAN:  The  balance  to  be  what? 

THE  WITNESS :  The  balance  to  be  a  loading  for  the  expense. 
What  option? 

Q.  Yes,  is  there  a  provision  for  the  continuance  of  the  insur- 
ance after  the  first  year  ?     A.   Yes. 

Q.  Upon  what  basis?  A.  Upon  the  basis  of  the  premium  at 
original  age  of  entry  as  a  level  premium  for  a  term  of  years  or 
for  the  whole  life,  as  the  case  may  be. 

Q.  What  is  the  effect  of  such  a  combination  policy  ?  A.  The 
effect  of  it  is  to  provide  from  the  initial  payment  for  the  expense 
of  placing  the  business  upon  the  books  and  for  the  reserve  accumu- 
lation to  begin  with  the  second  year  of  the  insurance. 

Q.  Well,  the  object  is  that  you  do  not  have  to  provide  a  reserve 
against  that  policy  the  first  year  ?     A.  That  is  the  effect. 

Q.  What  premiums  do  you  charge  the  first  year  ?  A.  We 
charge,  if  it  is  a  level  premium  for  whole  life,  we  charge  the  full 
premium. 

Q.  You  charge  the  full  premium  the  first  year,  don't  you  ?  A. 
Yes. 

Q.  You  charge  more  than  you  charge  for  an  ordinary  term  in- 
surance for  one  year  ?  A.  More  than  would  be  charged  for  a 
single  term  insurance  for  one  year,  yes. 

Q.  Is  not  that  discrimination  ?  A.  Well,  it  is  a  question  which 
is  a  mooted  question.     In  my  opinion  it  is  not  a  discrimination. 

Q.  What  is  your  reason  for  that  opinion?  A.  You  would 
give  to  the  parties  certain  options  and  rights  which  are  not 
embraced  in  a  single  term  insurance  for  a  year. 

Q.  Is  it  fair  to  say  that  anybody's  opinion  to  renew  at  any 
particular  time  under  a  policy,  that  the  value  of  that  is  measured 
by  the  reserve  ?  A.  I  do  not  think  it  is  a  scientific  measurement 
of  the  value  of  that  right.     I  think  the  right  has  value. 

Q.  If  there  is  no  right  to  renew  tliere  would  not  be  any 
reserve  ?     A.  "No. 

Q.  If  there  is  a  right  to  renew  \yhj  should  there  not  be  a  re- 
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ser?e?     A,  Because  the  reserve  is  provided  for  by  a  larger  net 
premium  beginning  with  the  second  year  of  insurance. 

Q.  A  larger  net  premium  ?     A.  Yes. 

Q.  Why  ?  A.  The  net  premium  becomes  the  net  premium  for 
the  advanced  age  and  the  loading  is  reduced. 

Q.  How  is  the  loading  reduced  *  A.  By  the  increase  of  the 
net  premium. 

Q.  Well,  that  is  a  mere  matter  of  calculation  in  your  office  ? 
A.  Well,  it  is 

Q.  As  a  matter  of  fact  you  take  all  the  moneys  and  apply  them 
for  expenses  ?  A.  The  valuation  of  the  policy  depends  upon  the 
net  premium  and  the  net  premium  if  the  policy  is  a  whole  life 
policy  beginning  with  the  second  year  is  the  net  premium  of  that 
age  and  not  of  the  original  age  of  entry,  and  it  might  make,  espe- 
cially in  the  short  term  policies,  a  very  substantial  difference. 

Q.  You  figure  a  larger  loading  the  first  year?  A.  A  larger^ 
loading  the  first  year  and  the  annuity  value  of  that  larger  load- 
ing is  deducted  in  effect  from  the  loading  of  the  succeeding  years. 

Q.  Figuring  that  larger  loading  the  first  year,  you  think 
you  meet  the  point  of  discrimination  ?  A.  I  think  it  does  meet 
the  point  of  discrimination.  I  am  free  to  say  that  I  think  a 
much  more  scientific  method  of  accomplishing  the  purpose  of 
preliminary  valuation,  term  valuation,  can  be  worked  out,  and 
that  it  should  be  worked  out. 

Q.  Well,  this  is  a  rough  and  ready  way  of  getting  rid  of  the 
reserve  the  first  year  ?  A.  It  is  a  rough  and  ready  way  of  pro- 
viding from  the  premium  for  the  first  year  of  the  expenses  of 
putting  the  business  on  the  books  instead  of  taking  that  ex- 
pense and  the  reserve  from  the  surplus  of  other  policyholders. 
As  an  actual  fact,  in  business  written  by  companies  Avhich  do 
not  practice  the  preliminary  term  they  take  the  expense  of 
putting  the  business  on  the  books,  and  the  reserve  with  which 
they  are  charged  by  the  law  from  the  surplus  of  old  policy- 
holders. 

Q.  Exactly.  A.  And  with  the  chance  of  whether  they  put  it 
back  or  not.  And  this  is  another  method  of  reaching  the  end. 
But  to  my  mind  a  far  more  equitable  method  than  the  other, 
although  I  do  not  say  either  is  perfectly  equitable. 

Q.  In  other  words  in  the  ordinary  case  of  a  company  which 
does  not  adopt  the  preliminary  term  business  the  excess  of  cost 
the  first  year  in  writing  the  business  is  paid  out  pf  the  s-nrphih 
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belonging  to  the  existing  policyholders?  A.  Xot  only  the 
existing  cost,  hut  the  reserve  which  is  carried  to  the  credit  of 
that  policy,  and  then  when  they  come  two  or  three  years  later 
to  make  a  surrender  of  that  policy  they  compute  that  sur- 
render as  if  this  reserve  of  the  first  year  had  been  paid  by  the 
new  entry  instead  of  being  paid  by  the  old  members,  so  that 
they  rob  the  surplus  both  ways. 

Q.  And  to  avoid  that  yovi  adopt  this  preliminary  term  plan 
so  you  will  not  have  a  reserve  the  first  year?  A.  So  you  won't 
have  the  reserve  the  first  year  and  you  won't  give  surrender 
values  based  upon  the  supposition  of  the  acctimulation  of  a 
reserve  which  everybody  knows  is  not  accumulated. 

Q.  But  the  fact  is  if  I  come  to  you  for  a  one  year  term 
insurance  I  will  get  a  much  less  rate  than  a  man  who  takes 
a  preliminary  term  for  one  year  and  has  the  privilege  of  con- 
tinuing it?     A.  Yes. 

BY  MR.  COX: 

Q.  That  method  is  recognized  by  the  department,  is  it  not? 
A.  It  is,  and  by  every  department,  every  department  in  the 
country  with  two  exceptions. 

Q.  What  are  those  two  exceptions  ?  A.  Massachusetts  and 
the  District  of  Columbia  and  in  many  of  the  States  it  is  in- 
cluded in  the  law  of  the  State.  Minnesota  and  Nebraska  occur 
to  me  as  two  of  the  States. 

BY  M.  HUGHES: 

Q.  You  spoke  a  little  while  ago  about  a  reqiiest  by  Mr. 
Bumham  that  an  examination  should  be  thorough,  and  the  charges 
against  him  should  be  examined  in  1898  or  in  regard  to  the 
examination  of  1899.  Mr.  Lawrence  suggests  that  you  perhaps 
had  in  mind  a  statement  by  Mr.  Vanderpoel  in  a  deposition 
which  was  taken  referring  to  such  a  request.  Is  that  so?  A. 
Well,  it  is  possible  that  that  is  what  created  the  impression  in 
my  mind,  although  I  still  believe  that  I  have  seen  a  letter  to 
that  effect. 

BY  THE  CHAIEMAN": 

Q.  Mr.   Eldridge,  the  writing  of  life  insurance  has  become 
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progressively  easier  in  tlie  last  ten  or  fifteen  years,  has  it  not? 
A.  I  do  not  think  so. 

Q.  You  do  not  think  that  the  increasing  volume  of  business 
written  has  heen  any  more  easily  obtained  than  when  a  much  less 
volume  was  written?  A.  Of  course,  there  is  a  much  greater 
population  to  draw  from.  I  think  that  the  —  well,  I  do  not 
want  to  use  the  word  fictitious,  and  yet  is  is  a  close  approach 
to  that  —  the  creation  of  impressions  that  there  are  immense 
values  in  policies  as  investments  I  think  has  created  a  demand 
for  insurance  from  the  standpoint  of  supposed  investment  value 
that  has  had  a  very  large  tendency  towards  increasing  the 
volume. 

Q.  Has  not  the  increasing  of  the  volume  of  business  made  it 
easier  to  write  business  for  the  solicitor?  A.  I  would  hardly 
think  so  in  view  of  the  tremendous  competition  it  has  developed  and 
the  tremendous  strife  there  is  for  it. 

Q.  Then  asWe  from  competition,  with  the  competition  laid 
one  side,  would  your  answer  be  different?  A.  Yes,  I  think  it 
should  be  easier  to  write  business. 

Q.  And  if  the  competition  were  laid  to  one  side  there  then 
is  no  reason  why  greater  commissions  should  be  paid  now  than 
were  paid  ten  years  ago  for  writing  similar  amounts  of  business? 
A.  I  think  one  of  the  great  evils  of  life  insurance  has  been  in  the 
increase  in  commission.  I  do  not  think  that  there  was  any  legiti- 
mate ground  for  the  immense  increase  in  commission,  and  that 
'the  real  purpose  of  it  was  to  build  up  certain  companies  into 

immense  institutions  for  the More,  perhaps,  for  the  pride 

in  doing  it  thaa  othei-wise.  I  believe  that  if  the  business  had 
continued  on  the  basis  of  commission  twenty-five  years  ago  it 
would  have  been  infinitely  better  for  the  public  and  the  com- 
panies themselves. 

Q.  Then  you  largely  assign  the  reason  for  increased  commis- 
sions to  competition  ?    A.  I  do. 

BY  ME.  HUGHES: 

Q.  I  understand  that  at  one  time  your  company  attempted  to 
have  or  desired  to  have  the  department  to  charge  a  contract 
reserve?  A.  We  made  a  report  to  the  department  at  one  time 
in  which  we  included  the  contract  reserve  among  our  liabilities, 
and  the  Department  instruced  us  to  correct  the  report. 
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BY  MR.  HUGHES: 

Q.  Did  these  departments  in  the  last  examination  in  1905  at- 
tempt to  value  the  five,  ten  and  fifteen  year  policies  ?  A.  Thev 
did. 

Q.  What  course  did  they  adopt  in  reference  to  them,  did  the 
company  then  object  to  the  charge  of  a  reserve,  based  upon  such 
contract  ?    A.  It  did,  yes. 

^Q.  Was  that  consistent  with  its  former  attitude  ?  A.  I  do  not 
qiiite  grasp  the  question.  It  was  certainly  consistent  with  the 
provision  of  the  law  under  which  the  liability  was  charged. 

MR.  HUGHES :  I  wiH  read  this  letter  in  the  record. 

(Letter  marked  Exhibit  No.  588  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  What  was  the  change  in  the  statement  of  assets  and  liabili- 
ties in  your  last  report  which  brought  your  surplus  down  to 
$38,000.00,  the  substantial  change?  A.  A  revaluation  of  the  real 
estate  and  a  very  radical  change  in  the  method  of  determining 
the  excesses  over  reserve  involved  in  uncollected  and  diverse 
premiums. 

Q.  What  was  that  latter  change?  A.  In  the  examination  of 
1901  the  department  admitted  the  next  due  premiums  without 
reduction;  they  took  the  net  preferred  premiums  and  set  them 
opposite  the  reserve  of  each  policy,  and  if  in  any  case  there  was 
an  excess,  they  excluded  that  excess  —  they  then  treated  sep- 
arately the  liens,  policy  by  policy,  in  the  same  way,  and  excluded 
the  excess ;  but  in  the  examination  of  1905,  they  took  against  the 
reserve  on  a  policy  the  due  premiums,  the  deferred  premiums 
and  the  liens,  added  them  together  and  deducted  the  reserve  and 
excluded  the  excess,  the  aggregate  excess,  whereas  before  they 
had  not  excluded  any  excess  with  regard  to  due  premiums,  and 
had  excluded  the  excess  as  regards  deferred  premiums,  liens, 
individually  and  separately. 

Q.  That  made  a  difference  of  how  much?  A.  Their  exclu- 
sion was  $532,000.  My  recollection  is  that  ours  was  about 
$137,000,  we  following  the  original  method  of  the  department. 

Q.  That  is  the  most  important  item  in  the  report  with  regard 
to  the  statement  of  assets  and  liabilities?  A.  Undoubtedly  — 
unquestionably. 

Q.  What  was  the  surplus  as  shown  by  your  report  of  December 
31,  1904  — about  $466,000,  wasn't  it?     A.  It  was  $359,000. 
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Q.  $359,000?     A.  You  said  of  December  — 

Q.   1st,  1904?     A.  $259,211.58. 

Q.  This  ^vas  reduced  to  $38,000?     A.  Yes. 

Q.  You  said  the  other  day,  or  your  attention  was  called  to  a 
statement  in  the  manual  of  1897,  that  you  had  a  surplus  of  up- 
wards of  $3,000,000.  What  has  become  of  that  surplus?  A. 
Well,  so  far  as  that  has  not  been  used  for  the  purposes  for 
which  it  was  accumulated,  that  is,  meeting  death  losses,  etc.,  it 
is  now  counterbalanced  by  the  reserve  charge  created  by  clause 
52  of  the  Insurance  Law. 

Q.  In  other  words,  it  is  represented  to  some  extent  in  the 
liability?     A.  Yes. 

Q.  Charged  as  a  legal  reserve?     A.  Yes. 

Q.  To  what  extent  is  this  rej^resentative  ?  A.  Well,  the  re- 
serve on  policies  that  were  issued  before  reincorporation  is  about 
$3,600,000,  the  reserved  charged  under  Section  52. 

Q.  If  it  had  not  been  for  your  reincorporation  would  you  have 
that  surplus  or  not,  that  amount  of  surplus  ?  A.  We  should 
have  but  for  our  reincorporation  —  I  should  say  we  would  have 
probably  a  surplus  of  a  couple  of  million  dollars. 

Q.  According  to  your  old  method  of  calculation?     A.  Yes. 

Q.  I  asked  you  yesterday  for  a  statement  of  the  persons  to 
whom  you  have  paid  the  commuted  renewal  commencing  in  your 
annual  report  ?  Have  you  such  a  statement  ?  A.  The  general 
statement  is  being  made  up.  It  embraces  some  others,  but  I  think 
covering  what  I  —  the  bulk  of  the  matter  is  under  that  agree- 
ment, and  those  are  the  payments  and  those  are  the  checks  (pro- 
ducing papers). 

Q.  You  hand  me  a  series  of  vouchers,  eight  in  number,  for 
payment  to  George  Storm.  Who  is  George  Storm?  A.  The 
assignee  of  De  Witt  C.  Merriam  under  contract,  a  copy  of  which 
I  hand  yoi! 'herewith. 

Q.  Is  this  the  contract?     A.  That  is  the  contract. 

MR.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  exhibit  589.) 

Q.  Is  the  De  Witt  C.  Merriam  mentioned  in  this  contract  the 
person  wlio  had  —  is  this  Mr.  Merriam  the  man  who  was  men- 
tioned in  connection  with  the  acquisition  of  the  ISTorthwestem  ? 
A.  Yes,  sir ;  this  relates  to  the  same  transaction. 
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Q.  He  had  tlie  contract  for  acquiring  companies  for  the  Miituitl 
Reserve  ?     A.  Yes,  the  general  contract. 

Q.  A  general  contract  ?     A.  Yes. 

Q.  Under  which  you  acquired  the  ISTorthwcsteru  K'ational  and 
commuted  the  commissions  at  $211,000  after  you  had  paid  ahout 
$66,000,  making  a  total  of  $277,000  paid  by  your  company  as 
commissions  on  that  transaction?     A.  On  that  contract,  yes. 

Q.  Now  this  contract  you  now  show  me  is  the  supplemental 
contract  ?     A.  It  is. 

MR.  HUGHES:     I  will  read  it. 

(Exhibit  N'o.  589  was  read  in  evidence  by  Mr.  Hughes.) 

Q.  When  was  that  that  this  two  hundred  and  eleven  thousand 
dollars  as  a  balance  of  the  commissions  under  the  contract  with 
Mr.  Merriam  was  fixed  ?     A.  In  July,  1901,  I  think.     I  think. 

Q.  Are  the  commissions  referred  to  in  this  supplemental  agree- 
ment of  July,  1900,  in  addition  to  the  two  hundred  and  seventy-six 
thousand  dollars  that  were  paid  as  already  testified  ?    A.   They  are. 

Q.  In  addition  ?     A.  Yes. 

Q.  Now,  what  relation  has  Mr.  Storm  to  this  matter  ?  A.  ilr. 
Storm  was  the  assignee  of  Mr.  Merriam. 

Q.  Have  you  a  copy  of  the  assignment?  A.  (Witness  pro- 
duced paper). 

(Paper  marked  Exhibit  No.  590,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Now,  when  did  Mr.  IMerriam  assign  that  first  contract  that 
he  h^d  to  Levinson?  A.  In  July,  I  think.  You  have  a  copy  of 
the  assignment  there,  approved  by  the  Board,  July  3,  1901. 

Q.  That  agreement  recites  that  on  or  about  the  24tli  day  of 
June,  1901,  Mr.  Merriam  had  assigned  his  agreement  bearing 
date  of  May,  1900,  so  that  assignment  to  Levinson  and  the  pro- 
vision for  the  payment  of  the  balance  of  the  commissions  of  $211,- 
000  was  exclusively  in  relation  to  that  first  contract?     A.  It  was. 

Q.  And  was  so  drawn  as  not  in  any  way  to  relate  to  this  sup- 
plemental contract?'    A.  Yes. 

Q.  And  the  supplemental  contract  meanwhile  was  held  by 
George  Storm?     A.  Yes. 

Q.  Was  he  in  the  insurance  business  ?     A.  He  was  not. 

Q.  Is  he  a  member  of  the  firm  of  Straiten  &  Storm,  cigar  man- 
nafacturers?  A.  He  was  in  the  cigar  business.  I  don't  biow 
{he  name  of  the  firm. 
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Q.  Is  he  living?     A.  He  is  not. 

Q.  Wtm  did  he  die?     A.  Sometime  in  January,  1904. 

Q.  Where  did  he  live  —  in  what  place  in  New  York  ?  A.  I 
don't  know. 

Q.  At  the  Savoy  Hotel  ?     A.  I  don't  know. 

Q.  Was  he  a  friend  of  Mr.  Burnham's  ?  A.  I  think  he  was,  yes. 

Q.  A  pretty  close  friend,  wasn't  he?  A.  That  I  don't  know. 
I  never  met  Mr.  Storm. 

Q.  Do  you  know  whether  Mr.  Burnham  had  any  interest  in 
this  assignment?  A.  I  have  never  understood  he  had,  in  any 
way,  shape  or  manner. 

Q.  Do  you  know  what  Mr.  Storm  paid  Mr.  Merriam  for  the 
assignment?     A.  I  do  not. 

Q.  Do  you  know  that  he  paid  anything?  A.  I  do  not.  I 
know  nothing  about  the  circumstances  under  which  the  assign- 
ment was  made. 

MR.  HUGHES:  Now,  I  offer  in  evidence  the  vouchers  for 
the  payment  to  Mr.  Storm  of  commissions  under  this  contract 
with  Merriam,  and  the  assignments  which  have  been  introduced 
in  evidence — ^the  eight  papers  which  have  been  referred  to. 

(Papers  marked  respectively,  Exhibits  591,  592,  593,  594,  595, 
596,  597  and  598.) 

ME.  HTCTGHES:  I  will  read  a  condensed  statement  of  these 
upon  the  record — I  will  read  the  first  Exhibit  E"o.  591. 

EXHIBIT  No.  591. 

Received,  New  York,  April  29,  1902,  from  the  Mutual  Re- 
serve Life  Insurance  Company,  fifteen  thousand  dollars,  being 
on  account  of  commissions  under  contract  entered  into  on  the 
6th  day  of  July,  1900,  between  the  Mutual  Reserve  Eund  life 
Association  and  De  Witt  C.  Merriam,  and  which  contract  was 
signed  to  George  Storm,  by  said  De  Witt  O.  Merriam,  by  a  deed 
duly  executed,  August  2,  1900;  voucher  for  same  attached. 

EXHIBIT  No.  592. 

May  27,  1902. 

Receipt  of  twelve  thousand  dollars  under  the  same  contract 
and  voucher  attached. 
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EXHIBIT  No.  593. 

June  24,  1902. 
Eeceipt  of  fifteen  thousand  dollai-s  under  tte  same  contract. 
Youcher  attached. 

EXHIBIT  No.  594. 

Receipt  of  October  6,  1902,  for  twelve  thousand  dollars  under 
the  same  contract.     Voucher  attached. 

EXHIBIT  No.  595. 

Receipt  of  December  8,  1902,  for  fifteen  thousand  dollars,  un- 
der the  same  contract.     Voucher  attached. 

EXHIBIT  No.  596. 

Receipt  of  January  22,  1903,  for  ten  thousand  dollars,  under 
the  same  contract.     Voucher  attached. 

EXHIBIT  No.  597. 

Receipt  of  June  3,  1903,  for  fifteen  thousand  dollars,  under 
the  same  contract.     Voucher  attached. 

EXHIBIT  No.  598. 

Receipt  of  January  12,  1904,  for  fifteen  thousand  dollars,  un- 
der the  same  contract.     Voucher  attached. 

All  signed  by  George  Storm;  making  a  total  of  $109,000;  and 
you  produce  the  checks  for  these  payments  made  to  George 
Storm  and  endorsed  by  him  for  deposit  in  the  Fifth  National 
Bank. 

Q.  Where  did  Mr.  Burnham  make  his  residence  in  1903— 
Frederick  A.  Burnham?  A.  1903,  I  think  he  was  living  at  the 
Savoy  Hotel  at  that  time. 

Q.  Mr.  Storm  lived  there  with  him  in  the  same  place?  A. 
I  don't  know  where  Mr.  Storm  lived. 

Q.  What  was  the  occasion  for  the  execution  of  this  supple- 
mentary contract  to  Merriam  in  July,  1900,  when  you  already 
had  a  contract  with  him  for  the  acquisition  of  these  companies? 
A.  Mr.  Merriam  came  to  New  York  and  saw  Mr.  Burnham 
and  myself,  stated  the  chance  to  obtain  the  Northwestern,  but  de- 
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iclared  that  he  would  have  to  have  a  commission  of  33^  per  cent. 
the  first  year,  and  7-|  per  cent,  aftervirards,  in  order  to  obtain  it. 

Q.  He  strucli  you  for  a  higher  commission  than  his  contract 
called  for?     A.  For  the  obtaining  of  this  particular  business. 

Q.  How  does  this  amount  of  $109,000  figure  in  your  books? 
A.  That  figure  as  commuted  commission  mainly — a  portion  of 
it  is  commuted  commission. 

Q.  How  much?  A.  That  I  am  not  absolutely  certain.  I 
'know  that  at  the  close  of  1901  there  was  in  the  item  of  liabilities 
;something  between  $50,000  and  $55,000,  charged  on  account  of 
this,  that  had  accumulated  at  that  time,  and  it  went  in  the  com- 
muted commissions  under  negotiations  with  Mr.  Storm  for  the 
:retirement  of  this  contract. 

Q.  When  were  those  negotiations?  A.  As  far  as  I  was  con- 
tcerned,  I  saw  him  twice  in  reference  to  a  question. 

Q.  When  was  that  ?     A.  I  don't  remember  the  first  time.    The 
second  time  was  on  the  6th  day  of  January,  when  we  finally 
reached  the  agreement  of  the  final  payment  of  $15,000,  for  the 
cancellation  of  the  contract. 
Vi.  That  is  1904?     A.  Yes. 

Q.  That  was  the  last  payment  ?  A.  That  was  the  last  pay- 
ment. 

Q.  Have  you  the  agreement  for  the  cancellation?  A.  He  made 
an  assignment  at  that  time ;  we  were  not  prepared  to  pay  on  that 
date  $15,000.  He  made  an  assignment  to  Mr.  William  Porter 
with  authority  to  release,  and  Mr.  William  Porter  released  upon 
the  12th  day  of  January,  upon  the  payment  of  the  $15,000. 

Q.  To  whom  was  the  $15,000  paid?  A.  Mr.  Storm.  It  is 
the  last  check  there. 

Q.  Then  he  was  paid  at  the  time  of  the  assignment  to  Mr. 
Porter?  A.  He  was  paid  six  days  afterwards.  The  agreement 
was  that  Mr.  Porter  was  to  release  us  from  the  payment  of  this 
$15,000. 

Q.  What  was  the  reason  for  having  it  done  through  Mr.  Porter  ? 
A.  Well,  Mr.  Storm,  as  T  understand,  was  at  the  time  con- 
templating going  away  and  he  wanted  the  money  paid  upon  that 
date,  the  6th,  but  we  were  not  prepared  to  make  payment  of  that 
amount  and  so  he  took  this  method  that  it  was  expected  that  a 
check  would  be  sent  him  to  Florida,  I  think — ^he  was  going  to 
Florida  to  his  tobacco  factory,  and  it  was  expected  a  check  would 
be  sent  him  then,  and  Mr.  Porter  was  to  release  us  as  soon  as  the 
check  followed. 
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ME.  HUGHES :  I  will  offer  the  assignment  to  Mr.  Porter  in 
evidence. 

(Paper  marked  "  Exhibit  599,"  and  read  in  evidence  by  Mr. 
Hughes. ) 

ME.  HUGHES :  I  also  offer  in  evidence  the  release  executed 
by  William  Porter  under  date  of  January  12,  1904. 

(Paper  marked  Exhibit  600  and  read  in  evidence  by  Mr. 
Hughes. ) 

Q.  Did  you  keep  a  regular  account  of  the  commissions  which 
accrued  under  this  contract  of  July  6th,  1900?  Well,  at  the 
end  of  each  year  we  made  a  calculation  of  the  commissions  that 
had  accrued  for  the  purpose  of  charging  in  our  liabilities  what- 
ever had  accrued  and  was  unpaid  at  that  time. 

Q.  Have  you  ever  in  any  statement  submitted  to  a  department 
or  otherwise  included  these  amounts  as  a  part  of  the  expenses  of 
obtaining  the  Northwestern  l^ational  ?  A.  I  don't  think  we  have 
ever  submitted  a  statement  to  the  Department  as  to  that  specially. 

Q.  I  see  that  in  the  last  report  of  Mr.  Vanderpoel  mention  is 
made  of  commissions  paid  by  the  Mutual  Eeserve  on  the  acqui- 
sition of  the  Northwestern  Life  business  and  nothing  is  said  of 
any  commissions  except  the  $277,000  ?  A.  He  apparently  refers 
only  to  that  contract  of  May. 

Q.  Were  these  matters  before  him?  A.  The  matters  were  mat- 
ters of  record  in  the  office. 

Q.  Yes,  but  were  they  brought  to  his  attention?  A.  I  don't 
know  whether  they  were  brought  specifically  to  his  attention  or 
not.  The  liability  was  included  in  the  liabilities  of  the  company 
at  the  time  of  the  reincorporation  and  I  am  confident  that  at  that 
time  he  examined  both  of  the  contracts.  They  are  both  spread 
in  full  on  the  minutes  and  I  am  very  positive  that  I  recall  his 
going  over  both  contracts  at  ^hat  time. 

Q.  It  appears  Mr.  Merriam  sells  this  supplementary  contract 
only  a  few  days  before  assigning  it  to  Mr.  Storm :  Now  what  was 
the  understanding  as  to  what  Mr.  Merriam  was  to  get  out  of  that 
contract  on  his  assignment  of  it?,  A.  I  know  nothing  about  the 
assignment  of  that  contract. 

Q.  Never  heard  any  facts  in  regard  to  that?  A.  I  am  posi- 
tively without  any  knowledge. 

Q.  You  don't  know  whether  its  assignment  was  in  contempla- 
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tion  when  it  was  made?    A.  No,  I  knew  nothing  at  all  of  it. 

Q.  Or  what  induced  Mr.  Storm  to  busy  himself  about  it?  A. 
I  know  nothing  of  it. 

Q.  Did  you  give  Mr.  Storm  any  calculation  of  what  commis- 
sions would  be  payable  under  that  Merriam  contract  ?  A.  I  don't 
know  that  I  gave  Mr.  Storm  any;  I  think  that  I  made  a  calcu- 
lation for  Mr.  Merriam  or  that  we  did  together  make  some  kind 
of  a  calculation. 

Q.  And  what  amount  do  you  estimate  would  be  payable  un- 
der them?  A.  I  don't  recall  now.  We  were  expecting  to  secure 
about  fifty  millions  of  business  under  that  contract. 

Q.  And  how  much  did  you  secure?  A.  About  thirty  millions 
I  think  really  paid  premiums. 

Q.  Did  you  keep  any  separate  account,  debit  and  credit  ac- 
count of  the  expense  to  which  you  were  put  in  acquiring  that 
business,  and  the  moneys  that  were  received  by  you  on  its  acquisi- 
tion, that  is,  did  you  keep  an  account  showing  the  two  hun- 
dred and  ninety  odd  thousand  dollars  you  got  out  of  the  assets  and 
charge  against  that  the  amounts  you  paid  out  as  commissions? 
A.  No,  I  don't  think  we  did;  no,  because  we  would  not  treat  that 
$290,000  as  moneys  from  which  those  commissions  would  be  pay- 
able. It  would  be  only  the  expense  portions  of  the  premiums  that 
would  be  available  for  that  purpose. 

Q.  When  you  were  arranging  a  commutation  of  the  commis- 
sions payable  under  the  principal  contract,  that  is  the  principal 
]\Ierriam  contract  at  $211,000  why  didn't  you  arrange  for  the  dis- 
position of  all  the  commissions?  A.  Mr.  Merriam  was  not  hold- 
ing that  contract. 

iQ.  You  dealt  exclusively  mth  Mr.  Levinson?    A.  Yes,  sir. 

Q.  Are  you  insured  in  the  Mutual  Life  Association?    A.  I  am. 

Q.  To  what  extent  ?    A.  $15,000. 

Q.  Is  that  the  most  you  have  held  at  any  time?  A.  I  have 
held  a  number  of  policies  at  different  times. 

Q.  Do  you  insure  and  hold  policies  to  lapse?  A.  I  have  been 
compelled  by  certain  personal  burdens  that  have  fallen  upon  me 
of  an  entirely  private  nature  to  allow  a  considerable  amount  of 
insurance  to  lapse,  not  only  in  the  Mutual  Reserve,  but  in  other 
companies  during  the  past  few  years. 

Q.  Do  you  receive  commissions  upon  the  insurance  you  carry 
in  the  Mutual  Reserve?    A.  I  do  not. 

Q.  Have  you  ever  received  such  ?    A.  On  some  of  the  policies 
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that  were  wi-itten  on  the  assessment  plan  the  assessment  fee  was 
givfn  off. 

Q.  When  was  that  ?  A.  Well,  I  think  when  I  first  came  there 
to  the  company. 

Q.  In  1896  ?  A.  Abont  1894  or  1895;  probably  the  insurance 
that  I  had  prior  to  that  which  I  was  carrying  at  the  time  I  came 
there,  and  then  I  think  in  1896  or  1897  the  insurance  I  took  I 
received  the  admission  fee  out. 

Q.  From  the  company  direct  or  through  an  agent  ?  A.  Through 
an  agent. 

Q.  And  who  was  the  agent  ?  A.  I  think  the  policies  written  in 
1896  and  189 Y  were  through  Mr.  Moss. 

Q.  The  fifteen  thousand  dollars  that  you  now  hold  is  of  recent 
date  ?  A.  Well,  there  is  ten  thousand  dollars  of  it  that  was  written 
on  the  assessment  plan,  and  has  been  changed  to  the  legal  reserve 
plan,  and  five  thousand  dollars  was  probably  written,  I  think,  in 
1896  or  1897. 

Q.  Have  you  received  any  commissions  or  returns  upon  that 
insurance?     A.  N^o,  sir. 

Q.  From  anybody?    A.  No,  sir. 

Q.  Was  it  obtained  through  agents  ?  A.  Well,  I  say  no.  The 
policy  —  in  1896  or  1897  —  is  one  of  those  I  referred  to,  written 
at  that  time. 

Q.  That  is  a  ten  thousand  dollar?  A.  No,  that  is  a  five 
thousand  dollar. 

Q.  Then  you  have  ten  thousand  dollars  ?  A.  Ten  thousand  dol- 
lars I  think  is  exchanged  for  a  policy  —  well,  I  probably  did  re- 
ceive the  admission  fee,  I  think  on  that.  It  is  an  exchange  for  a 
policy  that  was  written  before  I  came  to  the  Mutual  Eeserve. 

Q.  What  is  the  rest  of  the  insurance  that  you  hold  ?  A.  I  hold 
ten  thousand  dollars,  which  was  probably  written  before  I  came  to 
the  Mutual  Eeserve  under  an  assessment  policy,  but  has  com- 
paratively recently  been  changed  to  the  legal  reserve  form. 

Q.  Now,  in  addition  to  that  you  have  five  thousand  dollars  ?  A. 
Yes,  sir. 

Q.  That  is  taken  out  since  the  reincorporation?  A.  No,  that 
was  taken  out  in  1896  and  1897,  that  five  thousand,  and  that  is  a 
portion  of  the  insurance  taken  out  then  concerning  which  I  testified 
I  probably  received  the  admission  fee,  Mr.  Moss  writing  it 

Q.  Do  you  pay  the  premiums  or  calls  upon  those  policies  ?  A, 
I  do. 
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Q.  Does  the  company  hold  your  notes  for  any  premiums  ?  A. 
N"o,  sir. 

Q.  Has  it  held  them  ?  A.  There  has  been  one  or  two  occasions, 
I  think,  when  they  extended  the  time  of  my  payments. 

Q.  Is  Mr.  Burnham  insured  in  the  company  ?    A.  He  is. 

Q.  To  what  extent?    A.  I  think  fifty  thousand  dollars. 

Q.  Did  he  pay  any  of  his  premiums  by  not©  ?    A.  ISTo,  sir. 

Q.  Has  he  received  any  commissions  upon  such  insurance  ?  A. 
No,  sir,  I  know  that  he  has  not. 

Q.  Directly,  or  indirectly?    A.  Yes. 

Q.  Or  any  returns  of  premiums  ?    A.  That  I  know  absolutely. 

Q.  When  did  he  take  out  the  insurance  ?  A.  Well,  some  of  the 
insurance  he  had,  I  know,  before  I  went  to  the  company;  and  I 
think  in  1896  he  took  some  additional  insurance,  and  probably 
about  1898,  he  took  his  last;  I  think  that  was  the  time  we  raised 
our  limit  to  fifty  thousand  dollars,  and  my  impression  is  at  the 
time  we  raised  our  limit  he  took  enough  to  take  it  up  to-  that. 

Q.  Have  you  insurance  in  other  companies  ?    A.  I  have. 

Q.  In  what  companies  ?  A.  I  have  insurance  in  the  Equitable, 
some  in  the  Mutual  Life,  some  in  the  Connecticut  General,  some  in 
the  Phoenix  Mutual,  some  in  the  Boston  Mutual,  Fidelity  Mutual 
and  the  Banker's  Life  of  Des  Moines. 

Q.  Have  you  received  any  commissions  on  your  insurance  in 
the  Equitable  ?     A.  Not  in  the  Equitable. 

Q.  Or  in  the  New  York  Life  ?     A.  No,  sir. 

Q.  Or  in  any  of  those  companies  that  you  have  mentioned? 
A.  I  received  a  portion  of  the  first  commission  of  insurance  in  the 
Connecticut  General. 

Q.  When  was  that  ?     A.  That  was  last  year. 

Q.  1904?     A.  Yes. 

Q.  From  what  agent?     A.  His'name  was  Manchester. 

Q.  Where  does  he  do  business  ?     A.  Here  in  New  York. 

Q.  What  was  the  amount  of  that  insurance  ?     A.   $17,000,  sir. 

Q.  What  was  the  premium  ?  A.  Well,  I  pay  semi-annual  pre- 
mium, I  think,  of — I  think  of — I  think,  $550.  My  impression  is 
about  that. 

Q.  That  is  each  installment  $550  ?     A.  Yes,  semi-annual. 

Q.  What  amount  did  you  receive  in  commissions  ?  A.  About 
$100. 

Q.  On  each  installment?  A.  I  have  not  paid  the  second  yet. 
It  was  taken  out  about  six  months  ago. 

Q.  Whose  suggestion  was  it  that  you  should  get  the  commissions 
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— the  agent's  or  yours  ?  A.  I  had  clone  coiisictefahle  business 
through  Mr.  Manchester  and  when  he  brought  in  the  notice  of 
premium  he  said  give  me  a  check  for  so  much  money  taking  off  the 
hundred  dollars,  so  I  did.  He  took  off  $100  and  I  gave  him  a 
check. 

Q.  You  gave  him  a  check  for  the  $450  ?  A.  Yes,  he  took  off 
that. 

Q.  What  business  did  you  do  with  him — ^you  say  you  had  done 
considerable  ?     A.  I  had  insured  in  former  years  with  him. 

Q.  And  he  had  given  you  commissions  ?  A.  ISTo,  it  was  die 
first  time  I  had  ever  received  a  commission  from  him. 

Q.  And  your  other  policies  had  lapsed  ?  A.  The  one  im  the 
Xew  York  Life  had  lapsed  but  the  one  in  the  Equitable  had  not. 

Q.  He  represented  those  companies  ?  A.  The  insurance  was 
placed  with  him  in  both  companies. 

Q.  How  did  you  justify  the  taking  of  this  amount  of  commis- 
sions from  him  in  view  of  the  law  upon  that  subject  ?  A.  I  don't 
think  I  justified  it  in  any  degree,  simply  took  it. 

BY  THE  CHAIEMAN: 

Q.  Didn't  you  know  when  you  made  application  or  have  any 
understanding  when  you  made  application  for  the  policy  you  would 
receive  some  rebate  ?  A.  No,  I  had  not,  I  had  always  paid  him  in 
full. 

Q.  It  was  entirely  unexpected  that  he  asked  you  for  less  than 
the  amount  of  the  premium  ?     A.  Yes. 

BY  MB.  HUGHES: 

Q.  Is  that  the  only  case  you  have  received  any  commissions  from 
any  agent  of  any  other  company  ?  A.  I  do  not  recall  that  I  have 
received  commissions  on  other  business.  The  Boston  Miitual,  The 
Phcenix  and  the  Fidelity  and  also  the  Bankers  are  policies  that 
have  been  in  force  a  good  many  years. 

BY  THE  CHAIEMAN: 

Q.  Since  you  have  been  connected  with  this  company  have  you 
ever  written  any  insurance,  yourself?  A.  Oh,  probably  half  a 
dozen  policies. 

Q.  Received  the  commissions  upon  that  I  suppose — ^upon 
those  policies?  A.  ISTo,  I  did  not  receive  any  commissions.  They 
would  not  allow  an  offieer  to  receive  commissions. 
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BY  MK.  HUGHES: 

Q.  I  would  like  to  ask  wlietlier  you  have  charged  to  any  ac- 
count on  your  books  any  payments  that  you  make  to  Mr.  Burn- 
ham  or  to  Mr.  George  Burnham  or  to  any  officer  of  the  company 
under  any  other  head  than  that  of  salaries?  A.  As  I  stated  yes- 
terday the  fees  paid — ^the  compensation  paid  to  Mr.  George  Burn- 
ham  as  counsel  are  I  understand  charged  to  legal  expenses.  My 
salary  as  actuary  is  charged  to  actuarial  expenses.  Otherwise  than 
that,  no. 

Q.  Are  there  any  payments  made  to  any  officers  of  the  company 
under  the  head  of  investigation?     A.  No,  sir. 

Q.  What  is  covered  under  your  head  of  Investigating  and  ad- 
justing in  your  annual  reports?  A.  The  expenses  of  looking  into 
claims  made  and  expenses  of  adjustment  when  they  are  adjusted, 
and  I  think  legal  expenses  where  claims  are  contested;  that  is  my 
impression;  but  I  would  not  be  positive  in  reference  to  that.  The 
legal  department  can  say  better  than  I. 

ICS.  HUGHES:  Mr.  Chairman,  before  adjournment,  i.-!  ac- 
cordance with  the  request  of  Mr.  Lawrence  I  will  read  the  de- 
position of  Mr.  Isaac  Vanderpoel  the  examiner  of  the  Insurance 
Department,  verified  April  2nd,  1900,  a  statement  with  regard 
to  his  examination  of  charges  against  Mr.  Burnham,  that  Mr. 
Lawrance  states  is  the  only  suggestion  of  any  finding  or  conclusion 
as  to  these  matters  as  follows: 

"In  the  year  1899  I  received  instructions  from  the  Insurancp 
Department  to  examine  the  Mutiial  Beserve  Eund  Life  Asso- 
ciation. I  began  such  examination  about  May  15th,  1899,  and 
continued  the  same  until  about  August  15th,  1899.  This  ex- 
aminr'-  Ti  was  conducted  by  me  assisted  by  about  twelve  assistants. 
I  examined  or  caused  to  be  examined  all  the  books,  papers  ai  1 
records  of  the  Association  including  the  minute  books  of  the 
Board  of  Directors,  and  also  generally  examined  various  contracts. 
After  such  examination  I  made  a  written  report  to  the  Superin- 
tendent of  Insurance.  I  was  familiar  at  that  time,  with  the 
charges  filed  by  James  D.  Wells,  and  John  M.  Stevenson  with 
the  Insurance  Department  against  the  Mutual  Beserve  Eund  Life 
Association,  and  its  officers.  In  such  examination  I  investigated 
the  said  charges  against  the  said  Association  and  its  management, 
so  filed,  in  so  far  as  the  books  and  records  of  the  Association  were 
concerned,  and  in  so  doing  found  nothing  which  impaired  the  in- 
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tegrity  or  the  honesty  either  of  Frederick  A.  Burnham,  the  Presi- 
dent of  said  Association  or  of  any  one  else  associated  with  hirn  in 
the  management  of  the  Association  at  the  time  of  such  exam- 
ination. 

I  found  in  my  examination  that  the  acts  of  the  officers  of  said 
Association  were  always  within  their  powers  and  prerogatives  as 
defined  by  the  Association's  by-laws  or  constitution,  or  as  said 
acts  may  have  been  authorized  by  the  Directors  of  the  Association 
as  evidenced  by  the  minutes  of  their  proceedings. 

At  the  time  of  such  examination  I  was  requested  by  Mr. 
Frederick  A.  Burnham,  the  president  of  the  said  Association, 
to  make  my  examination  of  the  said  charges  and  of  the  said 
Association  thorough  and  complete,  and  to  the  best  of  my 
ability  I  made  a  thorough  and  complete  examination  thereof. 
I  was  afforded  every  facility  by  the  Association  and  its  officers  to 
maike  such  examination. 

(Signed)     Isaac  Vanderpoel. 

Subscribed  and  sworn  to  before  ,^ 

me  this  2nd  day  of  April  1900. 

(Signed)     Stephen  H.  Keating, 

Referee. 

Q.  That  was  a  deposition  in  the  libel  suit  of  the  Mutual  Ee- 
serve  Fund  life  Association  against  J.  Thompson  Patterson  in  the 
ISTew  York  Supreme  Court?     A.  Yes,  sir. 

Q.  And  that  is  the  suit  which  was  settled  on  the  basis  you 
stated  yesterday?     A.  Yes. 

ME.  HUGHES:  Did  the  attorneys  for  Mr.  Patterson  attend 
when  that  deposition  was  taken  ? 

ME.  LA WEElSrCE :    I  don't  know,  I  was  not  present,  sir. 

THE  CHAIRMAN":  The  committee  will  adjourn  until  half- 
past  ten  o'clock  sharp  to-morrow  morning.  There  will  be  a  meet- 
ing of  the  Committee  this  evening  at  eight  o'clock  at  its  parlors  in 
the  Hotel  Seville  for  the  purpose  of  considering  suggestions  for  its 
final  report. 

(Adjourned  to  Wednesday,  December  Gth^  at  10.30  A.  M.) 
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COUNCIL  CHAMBER. 

City  Hall,  IJ^ew  Yoek  City. 

December  6,  1905.     ' 

The  Committee  met  pursuant  to  adjournment,  Senator  Arii- 
strong  in  the  chair. 

GEOEGE  D.  ELDKIDGE,  resumed. 

BY  ME.  HUGHES: 

Q.  I  asked  you  yesterday  whether  any  amount  had  been  charged 
to  general  expenses  which  had  been  disbursed  for  lawyers  fees? 
A.  Some  of  the  lawyers'  fees 

Q.  Have  you  a  statement  of  them?  A.  They  are  included 
now  in  the  list  that  you  have  Mr.  Hughes  —  I  am  satisfied  now 
that  you  have  a  complete  list.  I  have  had  the  records  gone  over 
again  last  night  and  I  am  satisfied  on  that  point  now. 

Q.  This  paper  you  now  hand  me,  should  be  incorporated  with 
Exhibit  573  for  identification  in  order  to  make  it  complete?  A, 
It  shoiild,  yes. 

(Paper  marked  Exhibit  601  for  identification.) 

Q.  Was  the  $1^,000  to  which  you  referred  yesterday  charged 
as  a  general  expense  or  as  a  legal  expense?  A.  The  $15,000 
paid 

Q.  To  Tracy,  Boardman  &  Piatt?  A.  Tracy,  Boardman  & 
Piatt,  it  was  charged  as  a  general  expense  and  there  is  the  voucher 
and  warrant  (producing  papers). 

ME.  HUGHES:  I  offer  that  in  evidence. 

(The  two  papers  were  marked  Exhibits  602  and  603  respec- 
tively and  read  by  Mr.  Hughes.) 

Q.  I  have  asked  you  to  produce  a  history  of  certain  policies. 
Have  you  that  information  —  ]sro.315,  have  you  that?  A.  It 
certainly  was  prepared,  but  in  the  confusion  of  papers  it  seema 
to  have  slipped  out  here.  I  will  send  right  over  and  get  a  dupli- 
cate.    That  probably  will  be  the  easiest  way. 
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Q.  Have  you  the  history  of  policy  ]SJ"o.  1,019,575?  A.  I  have 
(prochiciiig  paper). 

Q.  In  the  case  of  this  policy,  the  original  amount  was  $8,500? 
A.  It  was  issued  in  1886  by  the  Northwestern  and  while  the 
original  amount  would  be  $8,500,  if  all  the  classes  of  the  North- 
Avestern  were  full,  under  their  system  at  that  time,  they  guar- 
anteed no  actual  amount  btit  only  so  much  for  each  member  that 
paid  the  assessments  in  each  class  not  to  exceed  a  certain  sum. 

Q.  In  what  connection  was  the  amount  or  $8,500  mentioned? 
A.  Well,  that  would  have  been  the  sum  of  the  maximum  if  all 
the  classes  were  full.  And  it  appears  that  those  policies  or  cer- 
tificates were  exchanged  by  the  JSTorthwestern  in  October,  1899, 
for  what  was  called  by  them  a  standard  policj^  for  the  sum  of 
$8,500. 

Q.  And  what  was  the  standard  policy  of  the  Northwestern 
for  $8,500?  A.  It  is  a  policy  under  which  the  amount  of  benefit 
is  a  fixed  amount  and  there  are  collected  premiums  the  same  as  the 
legal  reserve  premiums  but  the  policy  was  issued  under  the 
assessment  law  of  Illinois  and  there  was  retained  in  the  'policy 
the  right  of  further  assessment  if  required  to  pay  losses. 

Q.  ISTow,  Mr.  Solladay  took  that  policy,  the  standard  policy 
for  $8,500  from  the  Northwestern  Life  in  1899?     A.  Yes. 

Q.  And  in  1900  he  was  reinsured 'by  the  Mutual  Eeserve 
when  it  acquired  the  business  of  the  Northwestern  Life?  A. 
Yes,  but  Mr.  Solladay  never  had  even  under  the  Northwestern 
policy  a  policy  that  would  have  given  him  $8,500  in  the  event 
of  death.  He  took  his  policy  of  $8,500  at  a  rate  fixed'  for  his 
age  in  1886,  thirteen  years  before  the  exchange,  and  as  a  result, 
no  reserve  having  been  accumulated  upon  that  policy  he  gave 
a  certificate  of  lien  bearing  5  per  cent  interest  for  the  amount 
of  reserve  by  the  actuaries  table  of  interest  at  4  per  cent  that 
would  be  accumulated  at  the  time  of  the  exchange  in  place  of 
paying  that  accumulation  and  that  lien  certificate  was  $2,306.45. 

Q.  So  that  when  he  was  reinsured  in  the  Mutual  Eeserve  he 
took  a  policy  for  $8,500  subject  to  a  lien  of  $2,360.45  ?    A.  Yes. 

Q.  Now  how  much  did  he  have  to  pay  in  the  Mutual  Reserve 
upon  that  policy  subject  to  that  lien?  A.  He  paid  a  quarter 
premium  of  $90.36. 

Q.  And  was  that  a  level  premium  or  was  it  increased?  'A.  It 
was  a  level  stated  premium,  but  with  the  right  of  additional 
assessment. 
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Q.  Now,  in  September,  1904,  he  was  further  advised  that  his 
policy  was  reduced  by  excess  mortality  cost,  so  that  the  total 
reduction  from  its  face  amounted  to  $3,769.12,  was  he  not?  A. 
I  find  no  indication  of  any  such  advice  here.  The  additional 
charge  I  see  here  is  $87.42. 

Q.  I  show  you  a  letter  dated  September  19,  1904,  addressed 
to  Mr.  SoUaday,  a  letter  from  your  company  relating  to  that 
policy?  A.  That  was  an  advice  to  him  that  in  event  of  his  death 
at  that  time  the  charge  for  mortality  in  excess  of  table  would 
call  for  a  further  reduction. 

MR.  HUGHES:    I  will  read  it;  the  letter  will  explain  itself. 

(Paper  marked  Exhibit  604  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  ITow,  was  not  the  annual  amount  paid  by  Mr.  Solladay 
$483.54?    A.  That  included  the  interest  on  his  lien. 

Q.  Was  that  the  total  amount  including  the  interest  on  his 
lien?    A.  $479.44  is  it? 

Q.  "$483.64  it  says?    A.  It  would  be  $483.54. 

Q.  That  would  be  right?  A.  That  would  be  right  including 
ijiterest  on  the  lien. 

Q.  So  from  the  time  he  was  reinsured  in  your  company  in  1900, 
down  to  August  10th,  1905,  when  he  took  a  paid-up  policy,  he 
paid  how  much?     A.  Well,  he  had  actually  paid  $1,843.50. 

Q.  That  is  exclusive  of  what  he  may  have  paid  the  Nortli- 
western  Life?    A.  Yes. 

Q.  And  then  on  August  10th,  1905,  he  received  a  paid-up 
policy  in  your  company  of  $334?    A.  Yes. 

Q.  ISTow,  have  you  number  315  yet,  has  that  come  over? 

ME.  TYNG:    Wot  yet,  Mr.  Hughes. 

Q.  ISTow,  I  call  your  attention  to  policy  'No.  3,593  on  the  life 
of  Austin  Lathrop.  Isn't  this  your  letter  written  to  Mr. 
Lathrop?  A.  Well,  it  is  a  circular  letter  undoubtedly  sent  lo 
him. 

MK.  HUGHES:    I  offer  this  paper  in  evidence. 

(Paper  marked  Exhibit  JSTo.  605.) 

Q.  And  in  pursuance  of  that  Mr.  Lathrop  paid  the  call  and 
signed  the  application?  A.  It  appears  that  he  paid  this  call  and 
I  presume  signed  the  application. 
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!ME.  HUGHES:  I  -will  have  tins  marked  for  identification. 

(Paper  marked  Exhibit  No.   606  for  identification.) 

MR  HUGHES :  This  is  an  application  on  Policy  No.  3,493; 
Austin  Lathrop,  Jr.,  dated  New  York,  June  1,  1898,  Mortuary 
Call,  No.  98,  $47.05. 

Q.  Now,  you  refer  in  your  letter  of  April  25,  1898,  or  you  say, 
that  the  uniform  rate  under  this  policy  will  be  $47.05  bi-monthly. 
Has  that  uniform  rate  been  maintained?    A.  I  presume  it  has. 

Q.  Has  it  not  been  increased?  A.  What  is  the  number  of 
the  policy? 

Q.  No.  3,593.  Is  it  not  a  fact  that  your  company,  after 
a  time,  instead  of  charging  a  uniform  rate  bi-monthly,  proceeded 
to  make  more  frequent  calls?  A.  There  were  special  assess- 
ments levied  upon  the  policies  of  that  class. 

Q.  What  is  the  justification  of  the  levying  of  such  special 
assessments,  in  view  of  your  statement  that  the  uniform  rate 
Avould  be  $47.05.  A.  The  statement  there  is  that  the  uniform 
bi-monthly  rate  would  be  that  amount  and  that  is  what  he  was 
called  upon  to  pay  bi-monthly.  But  the  application  provided 
that  that  rate  should  be  the  equivalent  of  the  increasing  rates, 
within  the  amount  laid  down  in  the  table,  that  is,  the  sixth 
bi-monthly  rate. 

Q.  When  you  say  in  your  letter  that  the  uniform  rate_under 
the  policy  will  be  $47.05  bi-monthly,  you  mean  you  will  charge 
that  bi-monthly  in  any  case,  but  you  may  make  some  other  charges 
at  other  times?  A.  Certainly.  We  had  under  the  law,  under 
an  assessment  policy,  the  right  to  call  additional  assessments, 
and  where  upon  the  members  of  that  class  who  are  paying  in- 
creasing assessments  we  called  especial  or  additional  assess- 
ments, we  wowld  necessarily  have  to  call  upon  the  members  who 
were  paying  commuted  or  uniform  bi-monthly  rates,  the  special 
assessments  as  well. 

Q.  In  the  face  of  that  expectation,  why  did  not  you  state  in 
your  letter  that  they  would  be  subject  to  other  calls  as  occasion 
raigh  demand?  A.  Mr.  Lathrop  signed  an  application  which  in 
my  opinion  set  forth  that  fact. 

Q.  So  you  relied  upon  his  finding  that  out  in  this  printed  form  ? 
A.  That  is  not  the  application  which  he  signed. 

Q.  Well,  in  the  form  of  application?     A.  Yes.     That  was 
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forwarded  to  him  for  his  signature,  prior  to  his  making  the 
exchange. 

Q.  Did  not  you  think  that  a  man  receiving  a  document  of  that 
description  on  the  heel  of  a  letter  like  this  would  assume  that 
it  provided  for  a  uniform  rate  of  so  much  every  two  months. 
That  would  be  all  he  had  to  pay?  A.  I  should  not  assume  so, 
when  he  had  the  document  placed  in  his  hands.  If  it  had  been 
a  document  that  was  brought  to  him  and  an  agent  had  asked 
him  to  sign  it,  it  might  so  be. 

Q.  Did  you  in  representing  what  would  be  the  result  under 
such  a  policy  state  at  your  offices  that  the  uniform  rate  would 
be  so  much  bi-monthly?  A.  We  stated  that  the  uniform  rate 
— the  uniform  bi-monthly  rate  would  be  so  much. 

Q.  When  you  stated  that  did  you  mean  to  be  understood 
that  that  was  what  would  be  paid  bi-monthly,  but  that  other 
payments  would  be  called  for  at  other  times?  A.  We  did 
mean  to  be  understood  in  that  way,  and  I  know  that  personally 
I  saw  several  people  in  connection  with  this  exchange — I  will 
say  that  this  method  of  exchange,  while  offered  to  the  policy- 
holders, was  probably  not  accepted  by  more  than  seventy-iive  or 
one  hxmdred  at  the  outside,  and  those  were  mostly  dealt  with  by 
correspondence  or  by  personal  visits  to  the  office.  I  saw  several 
myself,  and  stated  to  them  the  effect  of  the  application.  But,  in 
the  cases  of  correspondence,  the  application  was  sent  to  the  policy- 
holder and  returned  by  him  to  the  company,  and  then  a  receipt 
setting  forth  the  conditions  was  also  sent  him,  so  it  was  not  the 
situation  of  an  agent  going  and  putting  before  the  applicant  an 
application  and  saying,  "  sign  this,"  but  it  was  a  document  put  in 
his  hands,  which  he  had  an  opportimity  to  read  and  consider  be- 
fore he  accepted  it  or  signed  it. 

Q.  But  which,  of  course,  he  read  in  the  light  of  -your  letter  ? 
A.  Well,  I  should  suppose  he  would  read  it  in  the  light  of  what 
was  in  the  application,  and 

Q.  (Handing  paper.)  There  was  subsequent  correspondence 
with  Mr.  Lathrop  in  regard  to  this  msftter  that  I  now  show  you  ? 
A.  Yes. 

MK.  HUGHES:  I  offer  the  letter  in  evidence  of  July  22, 
1905,  from  Mr.  Lathrop. 

(Paper  marked  Exhibit  No.  607.) 

Q.  To  which  you  answered  on  July  25th  (handing  paper)  ? 
A.  Yes. 
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ME.  HUGHES :     I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  608.) 

(Mr.  Hughes  reads  Exhibit  608.) 

THE  CH AXEMAN:  Did  that  letter  precede  the  issning  of 
the  policy,  Mr.  Hughes? 

ME.-  HUGHES:  No,  that  was  four  years  later.  That  letter 
that  I  have  just  read  was  written  in  December,  1904.  The  policy 
was  taken  out  pursuant  to  this  negotiation  in  April,  1898,  so  the 
other  was  six  years  later. 

THE  WITNESS:  I  beg  your  pardon.  The  policy  had  been 
issued  a  great  many  years  earlier  than  that.  The  policy  that 
was  originally  issued  remained  in  his  hands. 

THE  CHAIEMAN:  That  letter  did  not  precede  the  issuing 
of  any  policy  ? 

THE  WITNESS:  That  letter  did  not  precede  the  issuing 
of  any  policy. 

Q.  You  mean  that  there  had  been  an  original  policy  and  instead 
of  that  policy  being  surrendered  and  a  new  policy  issued  there 
was  the  application  forwarded  for  signature  under  which  it  was 
arranged  that  the  bi-monthly  call  should  be  at  a  certain  rate  ?  A. 
Yes,  and  which  provided  specifically  that  no  other  provision  of 
the  policy  should  be  altered. 

Q.  Is  that  the  way  that  it  altered  the  matter  of  right  to  increase 
the  assessment,  by  saying  that  no  other  provision  of  the  policy 
should  be  altered?  A.  No,  it  stated  that  this  should  be  the 
equivalent  of  the  regular  bi-monthly  payments  within  the  limit 
of  the  table. 

Q.  This  is  the  original  policy  is  it  not  (handing  paper)  ?  A. 
Yes. 

Q.  Issued  at  what  time?     A.  The  13th  day  of  May,  1882. 

Q.  What  would  Mr.  Lathrop's  beneficiary  receive  under  this 
policy  in  case  of  his  death  this  year?  A.  I  could  not  tell  that 
without  referring  to  the  record. 

Q.  You  can  give  a  statement  of  that,  I  suppose  ?     A.  Yes. 

Q.  The  policy  is  numbered  3,593,  date  May  3,  1882,  amount 
$5,000,  Austin  Lathrop,  Jr.  I  would  like  to  have  a  statement 
of  the  amount  paid  under  that  policy  and  the  benefit  as  it  exists 
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at  the  present  time,  were  it  to  become  a  claim.  Do  you  know 
whether  the  assessments  within  the  last  two  months  have  been  as 
frequent  as  previously?  A.  On  that  form  of  policy  there  have 
been  eight  assessments  this  year, 

Q.  When  was  the  last  assessment?  A.  The  last  assessment 
was  issued  the  1st  day  of  December. 

Q.  Have  you  had  more  than  one  since  the  1st  of  August?  A- 
There  was  one  issued  the  1st  of  October. 

Q.  Payable  the  1st  of  January?  A.  ISTo,  the  1st  of  October 
was  payable  the  1st  of  November. 

Q.  Was  there  upon  this  policy?  A.  Yes — I  said  that  there 
Avas — if  that  policy  is  in  force  there  would  have  been,  yes. 

Q.  And  then  there  has  been  the  one  for  the  1st  of  November  ? 
A.  No,  the  1st  of  December. 

Q.  The  1st  of  December  payable  the  1st  of  January?  A. 
Yes. 

Q.  You  have  here  a  history  of  policy  315.  How  much  has 
been  paid  upon  that  policy?     A.  $4,620.69. 

Q.  What  is  the  amount  of  it  ?     A.  $5,000. 

Q.  During  what  period  were  the  payments  made?  A.  The 
policy  was  issued  on  the  19th  day  of  February,  1881 — I  can  tell 
the  date  of  lapse  in  a  moment.  Mr.  Tyng,  was  the  assessment 
of  Aiigust  1,  1895,  No.  81  ? 

ME.  TYNG:  No.  81. 

THE  WITNESS :  I  should  say  August  1,  1901.  It  was  about 
twenty  years  and  a  half  in  force. 

Q.  What  was  the  age  of  this  man  when  he  entered  ?  A.  Fifty- 
six  years,  I  think. 

Q.  How  much  did  he  pay  the  first  year  that  he  was  insured? 
A.  Including  admission  fees  and  dues,  $39.25. 

Q.  In  the  year  ?     A.  Yes. 

Q.  What  did  he  pay  the  last  year  he  held  the  policy?  A. 
About  $740.     May  I  call  attention  to  one  error  ? 

Q.  Yes.  A.  The  statement  is  made  or  I  testified  that  he  had 
paid  $4,620.69,  but  $224.42  of  that  was  by  credit,  so  that  in  actual 
cash  his  payments  were  $4,396.27. 

Q.  $224  was  on  one  of  these  bonds?    A.  Two  of  those  bonds. 

Q.  AVhich  left  as  cash  payment  $4,396.27?     A.  Yes. 

Q.  At  the  time  that  he  got  the  policy  he  was  paying  something 
over  $700  a  year?     A.  Yes. 
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Q.  And  he  would  have  had  to  pay  more  if  he  had  kept  it  ?  A. 
Yes. 

Q.  And  if  he  had  died  at  that  time  or  surrendered  the  policy 
what  amount  would  he  have  received  ?  A.  This  does  not  give 
the  statement  of  the  amount     I  should  have  to  look  that  up. 

Q.  There  was  a  lien  against  the  policy,  was  there  not?  A. 
There  was  a  lien  against  the  policy. 

Q.  He  would  not  have  had  as  much  as  four  thousand  dollars  ? 
A.  I  do  not  think  he  would. 

Q.  As  much  as  $3,500?  A.  I  suppose  he  would  have  had 
about  that. 

BY  THE  CHAIEMAIT: 

Q.  Well,  did  he,  as  a  matter  of  fact,  receive  anything  upon  the 
lapse  of  the  policy?  A.  He  did  not.  He  had  used  all  his 
accimiulations  in  reducing  his  payments. 

Q.  Do  I  understand  the  history  of  this  policy  aright?  A  man 
in  1881,  aged  56  years,  insures  for  five  thousand  dollars,  with 
initial  annual  premiums  amounting  to  about  $39;  keeps  that  in 
force  for  20^  years;  his  premiums  increase  to  over  $7t)0  a  year; 
he  pays  in  an  aggregate  in  the  20^  years  of  forty- three  hundred 
and  odd  dollars,  and  at  that  time  his  policy  in  case  of  death  wouM 
bring  him  in  the  neighborhood  of  $3,500,  and  he  allows  it  to 
lapse  and  gets 'nothing?     A.  Yes,  sir. 

Q.  It  does  not  seem  remarkable  that  there  was  a  high  mortality 
rate  among  people  who  held  that  sort  of  policy;  I  should  think  it 
would  have  killed  them?  A.  It  would  inevitably  happen,  Mr. 
Armstrong,  that  policies  which  begin  simply  with  the  natural 
premium  and  continue  beyond  tlie  productive  age,  that  the  mor- 
tality cannot  be  measured  by  any  existing  mortality  table.  It  has 
so  happened  in  my  experience  that  I  have  had  to  examine  a  great 
many  times  records  of  that  kind,  and  it  has  invariably  been  the 
result,  and  in  my  opinion  it  will  invariably  be:  it  is  not  the  assess- 
ment system,  but  it  is  what  will  naturally  follow. 

Q.  You  as  a  sort  of  expert  in  insurance  matters  thoroughly 
condemn  the  natural  premium  plan?  A.  Excepting  as  covering 
the  productive  years. 

Q  What  do  you  mean  by  the  productive  years?  A.  I  should 
pav  the  State  should  not  allow  such  a  policy  to  go  beyond  the  age 
of  GO.  It  would  be  better  to  limit  it  to  age  55.  But  you  take 
youjig  men  who  have  a  low  earning  capacity,  and  desire  to  secure 
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the  utmost  insurance  for  the  time  being  for  the  premium  they  can 
afford  to  pay,  and  I  think  it  is  invaluable,  properly  regulated. 

Q.  Perhaps  before  Mr.  Hughes  interrogates  you  again  you 
could  explain  to  the  Committee  as  briefly  as  possible  what  you 
mean  by  the  term  natural  premium?  A.  The  real  natural 
premium  form  would  be  to  collect  each  year  the  premium  that 
represents  the  mortality  of  that  year  plus  the  loading  necessary  for 
expenses  and  increase  each  year  with  increasing  age  that  preinium 
according  to  the  mortality  table. 

Q.  The  premium  —  a  premium  which  will  not  provide  any- 
thing for  the  survivors  necessarily?     A.  No,  sir. 

Q.  But  pay  for  death  losses  as  they  naturally  occur?  A.  Tes, 
exactly  as  fire  insurance. 

Q.  And  increasing  as  mortality  increases  with  age?  A.  Yes. 
Now,  then,  the  viciousness  of  this  matter  was,  as  I  have  testified, 
in  the  first  year  of  the  policy  they  did  not  even  collect  the  na+,ural 
premium.  The  second  year  of  the  policy  they  did  not ;  the  third 
year  of  the  policy  they  did  not,  and  it  was  not  until  the  policy  had 
been  in  force  a  number  of  years  that  they  anywhere  approached 
the  cost.  jSJ^ow,  that  has  all  got  to  be  made  up  in  the  end  by  the 
survivors. 

Q.  Is  your  experience  such  with  assessment  companies  that  you 
as  a  matter  of  expert  judgment  would  defend  the  assessment  system 
of  insurance?  A.  I  believe  the  assessment,  with  certain  regula- 
tions, can  be  made  of  extreme  value.  But  when  those  regulations 
are  applied  to  it,  I  think  the  same  results  can  be  got  under  an 
ordinary  law,  and  I  think  there  should  be  a  law  simply  regulating 
all  insurance  and  not  distinguishing  between  assessment  insurance 
and  level-term  or  anything  of  the  kind. 

Q.  What  kind  of  a  law  have  you  in  mind,  what  kind  of  a  class, 
and  regulations  which  would  apply  to  all  classes?  A.  I  should 
apply  general  regulations  for  the  regulation  of  insurance.  I  do 
not  think  an  assessment  company  should  be  permitted  to  do  busi- 
ness unless  it  collected  at  least  from  its  policyholders  a  natural 
premium  for  the  year.  That  form  of  contract  can  be  given  just  as 
well  under  the  ordinary  law  as  it  can  under  an  assessment. 

BY  ME.  HUGHES : 

Q.  Referring  to  this  matter  of  natural  premium,  I  show  you 
the  table  in  the  Handy  Guide,  net  and  gross  natural  premiums. 
[  would  like  you  to  state  from  that  what  upon  the  four  per 
cent.  American  Table  would  be  the  net  natural  premium  at  age 
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twenty  in  order  to  procure  one  thousand  dollars  of  insurance^ 
and  the  way  that  increases  up  to  say  age  ninety  ? 

THE  CHAIKMAN :  You  had  better  for  the  sake  of  brevity 
make  it  in  five  year  periods. 

Q.  Yes,  that  was  my  idea,  not  to  take  each  year,  but  to  take 
five  year  periods.  A.  Age  20  -by  the  American — ^was  it  the 
Actuaries'  you  asked  me  ? 

Q.  No.  The  American.  A.  The  American  experience  4  per 
cent.,  the  net  natural  premium  to  insure  one  thousand  dollars  for 
one  year  is  $7.50.  Age  25,  $7.75.  Age  30,  $8.10.  Age  35, 
$8.60.  Age  40,  $9.42.  Age  45,  $10.73.  Age  50,  $13.25.  Age 
55,  $17.86.  Age  60,  $25,67.  Age  65,  $38.59.  Age  70,  $59.61. 
Age  75,  $90.74.  Age  80,  $138.91.  Age  85,  $226.49.  Age  90, 
$437.06. 

THE  CHAIEMAN:   That  is  net  annual  premium? 

THE  WITNESS :    That  is  net  annual  premium. 

BY  ME.  HUGHES : 

Q.  According  to  your  experience  the  actual  mortality  exceeds 
the  expected  mortality  upon  which  those  figures  are  given?  A. 
It  will  for  ages  passing  60. 

Q.  In  reference  to  the  situation  in  Canada,  the  other  day 
I  did  not  call  your  attention  to  the  option  provided  in  the 
Canadian  Bill  of  1904,  in  Paragraph  0  of  the  third  section,  as 
follows : 

"  The  holder  of  any  such  asse&sm.ent  policy  shall  have  the 
right  to  continue  his  said  policy  for  the  full  amount  thereof  as 
a  yearly  renewable  term  policy  upon  which  the  premium  shall 
not  exceed  the  yearly  natural  premium  for  the  attained  age  of 
the  insured,  calculated  upon  the  basis  of  the  mortality  table, 
and  at  the  rate  of  interest  aforesaid,  with  a  loading  of  five 
per  cent,  for  expenses ;  provided  further,  that  the  new  premium, 
or  natnral  premium  aforesaid,  as  the  case  may  be,  shall  be  pay- 
able to  the  company  yearly  in  advance  or  at  the  option  of  the 
insured  at  the  times  and  in  the  manner  set  forth  in  the  said 
assessment  policies,  respectively  with  the  usual  addition  if  the 
premium  is  payable  other  than  yearly." 

I  would  like  to  ask  whether  under  that  provision  of  la-\v, 
assuming  that  the  holder  of  a  policy  of  ten  thousand  dollars  had 
availed  himseK  of  the  option  therein  stated  at  age  65,  how  much 
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he  would  have  to  pay  in  Canada,  as  compared  with  the  amount 
which  an  American  policyholder,  paying  eight  calls  in  a  year, 
and  the  regular  expense  dues,  would  have  been  compelled  to  pay  ? 
A.  I  cannot  tell  the  relative  amount;  it  would  have  been  con- 
siderably less. 

Q.  Eight  calls  a  year  in  the  United  States  and  thirty  dollars 
expense  dues  would  amount  to '"about  $872.00,  would  it  not?  A. 
I  should  not  think  quite  as  much  as  that;  I  have  not  the  table 
with  me. 

Q.  At  any  rate  the  assessment  policyholder  in  Canada  of  the 
same  age,  availing  himself  of  the  option  under  Clause  C,  would 
pay  an  amount  equal  to  about  half  of  what  the  American  policy- 
holder would  pay?     A.  Probably  about  half. 

Q.  Is  it  the  fact  that  in  Canada  those  who  have  taken  ad- 
vantage of  the  option  I  have  just  read  are  paying  less  than  they 
did  before  the  bill  was  passed  ?  A.  They  are  paying  the  average 
premium — ^yes — I  think  they  are  paying  less  than  they  did  before. 

Q.  Is  it  a  fact  that  in  view  of  that  policyholders  who  had  al- 
lowed their  policies  to  lapse  in  Canada  are  applying  for  rein- 
statement?    A.  ISTo,  sir. 

Q.  Isn't  it  a  fact  that  under  that  option  in  Clause  C  no  lien  can 
be  put  upon  the  policy  in  Canada  ?     A.  Undoubtedly. 

Q.  So  that  a  policyholder  has  the  right  to  continue  upon  the 
payment  of  the  amount  prescribed,  his  policy  for  the  full  face? 
A.  Yes. 

Q.  Whereas  the  American  policyholder,  is  paying  under  the 
circumstances  I  have  stated,  so  much  more,  as  a  charge  against 
that  policy?  A.  Yes,  but  a  portion  of  that  additional  amount 
he  is  paying  is  accumulated  toward  the  reduction  of  the  lien  and 
the  restoration  of  his  policy  to  the  full  amount,  and  then  bringing 
him  back  to  a  level  premium  fixed  at  his  original  age  of  entry, 
so  that  result  is  entirely  different — an  entirely  different  form 
of  contract. 

Q.  Some  mention  has  been  made  of  the  cost  of  obtaining  in- 
surance— what  commissions  do  you  now  pay  to  agents  ?  A.  Our 
maximum  commission  is  seventy  per  cent  with  an  additional  five 
per  cent  in  event  of  a  certain  production,  and  a  cash  settlement 
within  thirty — I  think  it  is  thirty,  or  fifteen — ^probably  thirty 
days  from  the  issuance  of  this  policy. 

Q.  Is  that  commission  to  go  to  the  one  who  obtains  the  busi- 
ness or  to  the  general  manager?  A.  That  is  to  the  general  man- 
ager. 
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Q.  ^\^^at  do  those  who  actually  write  the  business  receive  as 
M  rule  ?  A.  I  should  assume  as  a  rule  abut  ten  per  cent  less  than 
'■hat;  that  is  the  largest  commissions  we  pay. 

Q.  What  do  you  estimate  to  be  the  expenses  of  obtaining  new 
business  in  1904 — the 'total  expense  which  is  attributable  to  the 
acquisition  of  new  business?  A.  Well,  that  is  a  somewhat  dif- 
ficult problem  to  determine.  Every  different  figurer  will  figure 
differently  on  the  question.  My  own  estimate  is  that  our  cost 
was  about  $97  on  one  hundred  dollars  of  premiums. 

Q.  Did  you  some  years  ago  present  to  the  Board  of  Directors 
of  the  Mutual  Keserve  a  plan  for  the  reduction  of  expenses  ?  A. 
I  did  suggest  a  reduction  of  expenses. 

Q.  To  what  amount  did  you  desire  to  reduce  the  expenses, 
or  rather  by  what  amount?  A.  Taking  the  standard  of  the  ex- 
penses that  had  occurred  during  the  six  months  preceding,  T 
thought  that  the  reduction  of  half  a  million  dollars  could  be  ob- 
tained. 

Q.  Half  a  million  dollars  ?     A.  Yes. 

Q.  -When  was  that  you  made  that  proposition?  Have  yoti 
got  a  statement  showing  how  you  proposed  to  decrease  the  ex- 
penses half  a  million  dollars  ?  A.  Of  course,  one  of  the  essential 
features  was  the  reduction  in  the  production  of  the  business. 

Q.  Reduction  of  business?  A.  Reduction  in  the  production 
of  business. 

Q.  Well,  there  has  been  such  a  reduction  has  there  not?  A. 
The  condition  is  entirely  changed  because  that  was  upon  the 
basis  of  assessment  insurance,  while  we  are  operating  now,  entirely 
on  the  basis  of  legal  reserve  insurance. 

Q.  How  does  that  operate  to  affect  the  matter  of  expense?  A. 
Of  course  the  premium  rates  are  higher,  the  cost  of  procuring  the 
business  is  undoubtedly  greater  than  it  was  upon  the  assessment 
plan  at  that  time. 

Q.  You  do  not  pay  now  as  much  as  you  paid  Mr.  Moss;  you 
say  70  per  cent.,  and  you  gave  Mr.  Moss  85  per  cent.  ?  A. 
But  the  premiums  that  Mr.  Moss  was  receiving  were  on  the 
average  less  than  the  premiums  we  are  charging  at  the  present 
time. 

Q.  But  it  is  a  matter  of  ratio?  A.  It  is  a  matter  of  ratio,  but 
not  a  matter  of  actual  amount  of  expenditures. 

Q.  Well,  what  were  the  economies  which  you  proposed?  A. 
I  was  thinking  that  there  was  on  this  tabular (witness  ex- 
amines paper). 
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Q.  You  can  probably  give  the  substance  of  it  from  memoiy. 
A.  It  related  to  a  considerable  extent  to  the  reduction  in  the 
production  of  new  business.  * 

Q.  What  was  the  time  when  you  made  this  up  ?  A.  In  August, 
1898. 

Q.  What  reduction  did  you  endeavor  to  affect  in  the  home 
office  expenses?  A.  I  do  not  recall  the  details  sufficiently  now 
without —  I  think  that  there  was 

Q.  Give  it  as  best  you  can,  Mr.  Eldridge.  We  do  not  want  to 
stop  too  long  upon  it.  Did  you  provide  for  a  reduction  in  salaries? 
A.  I  did  advise  the  reduction  of  salaries. 

Q.  To  what  amount?  A.  I  don't  know  that  I  suggested  a 
fixed  amount.  My  suggestion  in  that  regard  was  perhaps  more 
general  than  anything  else,  that  they  should  be  carefully  gone 
over  and  in  every  case  where  they  could  be  reduced  without  im- 
pairing efficiency  that  they  should  be  reduced. 

Q.  I  find  here  a  statement,  particularly  agents  commissions  on 
business  written,  a  reduction  in  amount  will  be  followed  by  a 
reduction  in  new  business  —  "I  would  recommend  advances  be 
strictly  limited  to  a  sum  not  exceeding  $1,000  per  week;  I  would 
recommend  that  all  collectors  be  placed  upon  a  2j4  per  cent, 
basis  —  reducing  those  upon  a  five  per  cent,  basis  from  that 
basis." 

BY  THE  CHAIEMAlSr: 

Q.  Were  there  any  reduction  of  salaries  upon  the  general 
recommendation  you  made?  A.  A  reduction  of  salaries  was  made 
in  1898. 

Q.  Following  your  recommendation  I  mean?  A.  Well,  a  por- 
tion of  those  had  been  made  during  the  time  I  was  compiling  this. 

]^Y  MR.  HUGHES: 

Q.  Well,  as  a  matter  of  fact  your  recommendations  by  which 
you  sought  a  reduction  of  expenses  of  half  a  million  dollars  were 
not  carried  out?     A.  Yes,  very  many  of  them  were  carried  out. 

Q.  But  your  expenses  increased?  A.  Not  from  the  standard 
on  which  I  was  measuring  them.  I  was  measuring  them  from  the 
standard  of  the  first  half  year  of  1898,  when  they  were  prac- 
tically a  million  dollars. 

Q.  What  expense  do  jov  refer  to  as  being  a  million  dollars  in 
IS 08^  A.  The  first  half  year  the  expenses  of  the  company  were 
a  million  .dollars. 
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Q.  In  that  year  you  wrote  some  thirty-two  millions  of  new 
business?    A.  Yes. 

Q.  Last  year  you  wrote  $19,000,000?    A.  Yes. 

Q.  Is  that  all  new  business  actually  taken  out?  A.  That  is 
actually  paid  for  business. 

Q.  In  1903  you  wrote  fourteen  millions  of  business?  A.  Yes, 
that  is  actually  paid  for  business. 

Q.  In  1900  including  what  you  took  over  from  the  Northwest- 
em  you  wrote  sixty-four  million  dollars?  A.  That  included  re- 
insurance, of  course. 

Q.  At  that  time  your  .expenses  were  $1,625,000,  and  was  the 
same  amount  apparently  in  1904  when  you  wrote  nineteen  million 
dollars  of  business?  A.  "Well,  in  1904  we  had  a  good  many  extra 
expenses ;  for  instance  the  Canadian  matter ;  and  we  had  a  good 
many  expenses  in  England  that  were  unusual. 

Q.  What  Avere  your  expenses  in  connection  with  the  Canadian 
matter?    A.  My  recollection  is  that  they  were  about  $15,000. 

Q.  And  that  was  expended  for  what  purpose?  A.  Well,  to  a 
considerable  extent  for  attorney's  fees  and  representations  before 
the  Committee. 

Q.  Were  there  any  expenses  in  any  other  way  except  attorneys' 
fees  ?  A.  Well,  of  course  I  was  in  Canada  in  connection  with  the 
matter  most  of  the  time  from  the  middle  of  April  until  the  latter 
part  of  July  and  we  had  to  have  parties  from  the  home  office  there 
at  different  times  in  response  to  the  Committee. 

Q.  But  that  would  hardly  explain  this  very  large  expense  in 
comparison  with  the  amount  of  business  in  1904  ?  A.  I  was  only 
speaking  of  that  as  one  of  the  instances  of  unusual  expenditures ; 
but  you  must  recollect  that  the  business  in  1904  was  written  en- 
tirely upon  the  full  legal  reserve  rates  so  that  the  commissions 
upon  that  business  even  if  they  were  somewhat  smaller  in  ratio 
than  the  commissions  upon  business  written  upon  other  rates,  would 
in  amount  be  larger.  There  is  no  question  that  it  is  costing  more 
to-day  to  produce  new  business  for  the  ordinary  life  insurance  com- 
pany than  it  was  coating  five  or  six  years  ago,  and  considerably 
more  than  it  was  ten  or  twelve  years  ago. 

Q.  What  do  you  mean  by  collector's  fees  ?  A.  Especially  the  as- 
sessment business  collected  through  what  we  call  local  treasurer's 
or  collectors.  We  have  several  hundred  of  them  scattered  through 
the  country  where  the  premiums  are  paid  there  instead  of  being 
remitted  to  the  home  office. 
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Q.  Do  you  have  such  collection  fees  on  your  level  premium  busi- 
ness?   O.  Not  as  a  rule,  no. 

Q.  You  have  said  that  the  commissions  ware  YO  per  cent.  What 
vsrere  the  renewal  commissions?  A.  The  renev^al  commissions  — 
I  think  that  we  allowed  up  to  10  per  cent,  the  second  year,  and 
after  that  the  maximum  of  Y^  per  cent. 

Q.  For  how  many  years  ?  A.  As  a  rule  simply  for  the  time  that 
the  man  is  employed  with  the  company.  In  some  cases  the  con- 
tract gives  renewals  for  five  years  definitely. 

Q.  Who  fixes  the  salaries  of  the  officers  ?  A.  The  executive  com- 
mittee. 

Q.  Is  the  matter  brought  before  the  Board  of  Directors?  A. 
Ifot  as  a  rule. 

Q.  Who  are  the  members  of  the  Executive  Committee  ?  A.  To- 
day the  members  of  the  Executive  Committee  are  Mr.  Bumham, 
myself,  and  Mr.  Richard  Geebs. 

Q.  Have  you  fixed  your  own  salaries  ?  A.  Those  matters  have 
been  submitted  to  the  Board. 

Q.  Mr.  Bumham's  salary  submitted  to  the  Board  ?    A.  Yes. 

Q.  And  your  salary  submited  to  the  Board  ?    A.  Yes,  sir. 

Q.  Do  the  officers  get  directors'  fees  for  attending  directors'  meet- 
ings?   A.  No. 

Q.  Have  they  ever  received  any  such  fees?    A.  'No,  sir. 

Q.  I  asked  yesterday  with  regard  to  the  commutation  of  renewal 
commissions,  and  you  gave  me  some  facts  with  regards  to  the  pay- 
ments of  $109,000  to  Mr.  Storm,  which  was  booked  under  the  head. 
Were  the  $211,000  which  you  paid  out  in  an  earlier  year  in  con- 
nection with  the  JSTorthwestern  Life  business  under  the  same  head  ? 
A.  My  impression  is,  yes. 

Q.  So  that  the  amounts  that  have  appeared  in  your  annual  re- 
ports for  some  years  as  commuted  renewal  commissions  have  ref- 
erence to  the  commissions  paid  upon  this  Northwestern  business  ? 
A.  Yes,  the  commutation  on  those  contracts. 

Q.  Last  year  you  said  that  the  expenses  and  repairs  on  real  es- 
tate amounted  to  $10Y,304:.OY.  What  was  that  on  ?  A.  Allow  me 
to  refresh  my  memory  on  that  two  hundred  and  eleven  so  that  I  vdll 
be  certain.     Yes  —  two  hundred  and  eleven. 

Q.  Did  this  amount  include  the  repairs  upon  the  office  build- 
ing.    A.  It  did. 

Q.  Was  it  mostly  for  repairs  upon  the  office  building  and  ex- 
penses in  connection  therewith?     A.  Oh,  no.     To  a  considerable 
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extent;  but  there  was  some  in  connection  witli  otter  real  estate; 
of  course  it  included  also  tlie  rental  of  tlie  oiEce  building. 

Q.  That  is  what  I  want  to  get  at.     A.  Oh,  yes,  sir. 

Q.  Under  this  item  of  expenses  and  repairs  upon  real  estate 
you  inchide  the  amount  of  the  rent  paid  for  the  oiSce?  A.  Oh, 
yes,  yes,  sir. 

Q.  And  all  your  expenses  connected  therewith  ?     A.  Yes,  sir. 

Q.  And  your  amoimt  you  state  in  your  report  under  that  head 
is  included  in  the  amounts  in  the  statements  you  have  furnished 
of  the  expenses  upon  the  office  building?     A.  Yes. 

Q.  You  have  an  item  in  your  report  of  investment  expenses 
from  time  to  time :  What  are  those  ?  A.  Why,  that  consists  of 
—  that  amount  is  an  amount  paid  to  Mr.  Libbey,  I  think  it  is,  for 
looking  after  the  matters  of  our  real  estate,  renting. 

Q.  That  has  to  do  with  the  real  estate  then?     A.  Yes,  sir. 

Q.  You  said  yesterday  that  you  had  been  informed  by  Mr. 
Burnham  that  sixty  thousand  dollars  received  by  him  from  Mr. 
Brockway  had  been  paid  to  Mr.  Bell.  Mr.  Bell  is  a  director  of 
your  company?     A.  He  was  at  that  time.     He  is  dead  now. 

Q.  When  did  he  die?  Can  you  give  me  the  date  of  his 
death  ? 

ME.  TYNG:  Some  two  or  three  years  ago  —  two  years  ago 
anyway. 

Q.  Was  he  a  director  at  the  time  Mr.  Brockway  gave  Mr. 
Burnham,  the  six  thousand  dollars,  and  at  the  time  which  Mr. 
Burnham  says  he  gave  Mr.  Bell  that  amount?  A.  My  im- 
pression is  not.  He  was  in  charge  of  our  advertising  and  pub- 
licity department,  but  I  do  not  think  he  was  a  director  at  that 
time. 

Q.  That  was  in  1898  ?     A.  Yes. 

Q.  Do  you  know  when  he  became  a  director?  A.  No,  I  do  not; 
but  my  impression  is  somewhere  in  1899  or  1900;  but  that  is 
only  speaking  from  vague  recollection,  sir. 

Q.  Have  you  got  the  statements  of  those  payments  to  Mr. 
Brockway  —  the  details  of  them?  A.  It  was  prepared  yester- 
day, and  in  the  shuffling  of  papers  it  has  been  mislaid.  I  will 
send  for  a  duplicate. 

Q.  I  asked  you  yesterday  with  regard  to  the  expenses  included 
under  the  head  of  investigating  and  adjustment;  what  are  they? 
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A.  They  are  expenses  of  investigating  claims  that  are  made  upon 
the  company  and  adjnsting^death  losses  when  they  are  adjusted 
and  all  attorney  fees  in  cases  where  claims  are  resisted. 

Q.  Will  you  see  your  report  for  1904  —  will  you  state  what 
amounts  are  included  in  your  report  for  1904  of  that  class?  A. 
That  is  not  distinctly  laid  down  in  1904. 

Q.  "What  is  it  in  1908?     A.  Wot  specifically  kid  down  then. 

Q.  You  have  adopted  a  different  method  of  classification  ? 
A.  Yes, —  since  we  were  reincorporated,  for  the  reason  that 
that  was  a  charge  tinder  the  constitution  and  by-laws  that  belonged 
to  the  mortuary  account,  and  was  kept  distinct  on  that  account, 
and  for  that  reason  a  change  has  been  made. 

Q.  That  has  not  been  included  then  as  an  item  since  1902  ?  A. 
ISTot  as  a  separate  item. 

Q.  But  you  keep  it  as  a  separate  account  on  your  books  ?  A. 
We  keep  it  as  a  separate  account  on  our  books. 

Q.  The  expenses  of  attorneys  in  resisting  claims  appear  under 
the  head  of  legal  expenses  or  investigating  and  adustment  ?  A. 
Under  investigating  and  adjusting. 

Q.  Under  what  item  do  jow  cover  such  expenses  in  your 
present  report?  A.  I  think  they  would  be  probably  under  the 
miscellaneous  items. 

Q.  Not  under  legal  expenses?  A.  l>[ot  if  they  were  for  the 
resisting  of  claims. 

Q.  Then  do  the  litigations  over  claims  figure  under  the  head 
of  legal  expenses?    A.  Yes. 

Q.  But  not  the  expenses  incurred  in  the  employment  of  lawyers 
outside  of  court  in  adjusting  claims  ?  A.  Not  in  adjusting  claims, 
no. 

Q.  What  did  you  mean  by  the  expenses  of  resisting  claims? 
A.  All  resisted  claims  where  we  employed  lawyers  in  court  for 
claims  that  were  resisted,  that  comes  under  the  head  of  investigat- 
ing and  adjusting. 

Q.  And  now  under  your  miscellaneous  item  ?  A.  Yes,  I  think 
it  is  under  the  head  of  miscellaneous  item,  yes. 

Q.  But  if  the  litigation  had  reference  to  other  matters  than 
claims  it  is  under  the  head  of  legal  expenses  ?     A.  Yes. 

Q.  But  have  you  included  in  your  statement  of  legal  expenses 
furnished  the  committee  all  legal  expenses  of  every  sort  ?  A.  All 
payments  to  lawyers  of  every  sort. 
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Q.  However  classified  in  your  reports  ?     A.  Yes,  sir. 

Q.  Do  any  officers  of  the  company  get  any  fees,  commissions 
or  payments  ^¥hatever  in  connection  with  the  investigation  of 
claims?     A.  No,  sir. 

Q.  Or  adjustment  of  claims?     A.  No,  sir. 

Q.  Do  any  persons  who  receive  a  salary  from  the  comnany  get 
any  additional  compensation  through  the  adjustment  of  claims 
or  in  connection  with  their  investigation?     A.  I  think  not. 

Q.  What  makes  you  hesitate  ?  A.  I  was  thinking  of  one  person 
who  was  employed  in  that  department  who  is  now  in  that  work, 
and  who  has  been  on  the  salary  list  for  a  long  time,  and  it  was 
with  reference  to  him  that  I  was  thinking. 

Q.  Who  is  that  ?     A.  Mr.  Cameron. 

Q.  What  is  the  department  that  has  this  matter  in  charge? 
A.  The  so-called  claims  department. 

Q.  How  many  are  employed  in  it?  A.  Well,  I  could  not  tell 
you. 

Q.  Do  you  have  a  detective  branch  ?  A.  Not  what  you  could 
call  a  detective  branch.  We  generally,  where  we  have  reason 
to  employ  a  detective,  employ  some  agency. 

Q.  Have  you  made  any  payment  to  Andrew  Hamilton?  A. 
No,  sir. 

Q.  I  mean  your  company  ?     A.  Never. 

Q.  Or  to  A.  0.  Fields  ?     A.  Never. 

Q.  Or  to  any  one  at  the  request  of  either?     A.  No,  sir. 

Q.  What  items  are  included  under  miscellaneous  expenses  in 
addition  to  items  incurred  in  the  investigation  of  claims?  A. 
That  I  could  not  tell,  without  going  to  the  books  and  making  an 
examination. 

Q.  I  asked  you  some  days  ago  with  regard  to  an  effort  that 
was  made  to  copyright  the  original  form  of  policy  that  you  had, 
and  a  royalty  contract  in  connection  therewith.  Have  you  that 
contract  ? 

(Paper  produced.) 

Q.  This  is  the  contract?     A.  Yes,  sir. 

(Paper  marked  in  evidence  Exhibit  609.) 

ME.  HUGHES:  This  is  a  contract  between  Abel  C. 
Hunt  and  the  Mutual  Reserve  Fund  Life  Association  which 
recites  a  resolution  of  the  Board  of  Directors  of  the  Mutual 
Reserve   adopting  a  certain   system   or  plan   of  Mutual  Benefit 
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insurance,  copyrigkted  by  Hunt  and  Newell  W.  Bloss  for  said 
Hunt,  one  dated  on  the  26tli  day  of  January,  1881,  and  numbered 
1,459  and  the  other  dated  on  the  3d  day  of  June,  1881,  and  num- 
bered 8,660,  both  known  as  the  "Reserve  Fund  System"  or  a 
system  whereby  a  reserve  fund  is  accumulated  for  the  benefit  of 
the  surviving  members  of  a  mutual  aid  association  and  a  bond 
given  for  each  member's  equity  in  the  reserve  fund  at  the  end  of 
stated  periods  as  agreed  in  each  case,  said  bond  to  be  due  and  pay- 
able at  such  times  as  may  be  determined  by  the  Association ;  which 
systems  said  association  have  adopted,  and  do  hereby  adopt  as 
permanent  system  in  its  business. 

The  agreement  proceeds  to  provide  that  the  Association  shall 
pay  Hunt  as  a  royalty  for  the  use  of  said  system  a  sum  equal  to  a 
dollar  on  each  thousand  dollars  of  business  in  force,  secured  after 
June  21,  1881,  payable  monthly  upon  all  certificates  originally 
issued  or  which  have  been  renewed  during  the  month  next  pre- 
ceding. Any  modification  of  this  system  or  change  of  method 
Avithout  the  consent  of  Hunt  not  to  be  construed  as  a  release  from 
the  royalty.  It  is  provided  the  condition  of  the  agreement  is  not 
an  actual  sale  but  an  exclusive  right,  and  that  any  sale  of  the  plan 
by  reason  of  the  failure  to  pay  royalty  shall  carry  with  it  the  words 
"  reserve  fund  "  which  shall  no  longer  be  used  as  a  part  of  the 
name  of  the  Association ;  but  that  it  may  be  terminated  on  the  pay- 
ment of  $250,000,  which  shall  be  in  full  of  all  claims  of  the  party 
of  the  second  part. 

Q.  ISTow,  what  was  done  under  that  contract  ?  A.  I  knew  noth- 
ing of  the  contract ;  as  a  matter  of  fact,  since  you  brought  it  up  I 
have  made  inquiry  and  am  informed  that  Mr.  Harper  on  finding 
the  existence  of  the  contract,  refused  to  continue  as  president  of  the 
company  unless  the  contract  was  abrogated,  and  that  it  was  dis- 
posed of  in  1882. 

Q.  Were  any  moneys  paid  under  it?  A.  That  I  don't  know. 
The  records  of  that  first  year  of  the  company  are  so  indefinite  and 
inadequate 

Q.  So  far  as  you  were  advised,  were  any  moneys  paid  under  it  ? 
A.  So  far  as  I  am  advised  there  was  nothing  ever  paid  under  it. 

Q.  Since  your  incumbency  of  ofiice  have  any  moneys  been  paid 
under  it  ?     A.  ISTo,  sir. 

Q.  Are  you  charged  in  your  account  at  the  end  of  the  year  with 
the  liabilities  for  claims  not  yet  assessed  for?     A.  Yes. 

Q.  On  December  31,  1904,  you  are  charged  with  how  much  foT 
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claims  for  which  no  assessment  has  yet  been  made  ?  A.  Well,  we 
charged  ourselves  with  $796,000  of  claims  and  probably  at  least 
half  a  million  of  that  were  claims  not  assessed  for. 

Q.  Have  you  any  credit  for  the  value  of  assessments  which  are 
yet  to  be  levied  or  which  were  on  December  31,  1904,  yet  to  be 
levied  for  the  purpose  of  meeting  the  claims  included  in  the 
liability  charged  ?     A.  No,  sir. 

Q.  When  it  appeared  by  the  Department's  report  last  July  that 
your  surplus  was  only  $38,000,  what  did  you  do  ?  Did  you  make 
an  assessment  at  once  ?     A.  No. 

Q.  Did  you  proceed  to  raise  moneys  to  increase  your  funds  or 
available  surplus  from  $38,000  to  several  hundred  thousand  dol- 
lars ?  A.  No,  sir,  we  did  not.  If  it  had  not  been  for  the  reduc- 
tion in  credits  the  probabilities  are  that  we  should  not  have  levied 
the  assessment  of  November  1st  upon  the  contract  reserve  and  five 
year  combination  option  policies. 

Q.  Was  not  that  assessment  really  levied  for  the  purpose  of 
establishing  a  larger  surplus  according  to  the  department's 
method  of  valuation?  A.  No,  sir,  it  was  not  levied  for  that 
express  purpose.  It  undoubtedly  will  increase  the  surplus, 
but  with  the  exclusion  of  the  assets  that  were  excluded  it  left 
the  reserve  accumulation  on  those  classes  less  than  was  called 
for  by  the  terms  of  their  contracts,  and  therefore  under  the 
by-laws  and  the  terms  of  the  contracts  the  assessment  was 
levied  to  repair  that. 

Q.  How  much  surplus  will  be  produced  through  this  assess- 
ment? A.  I  cannot  say  what  surplus  will  be  produced.  The 
income  from  the  assessment  should  be  about  $2,000. 

Q.  And  how  much  of  that  will  be  needed  for  the  payment 
of  claims  ?  A.  Well,  it  all  in  fact  covers  claims  that  have  been 
paid  or  are  to  be  paid,  but  of  course  as  they  have  been — a 
portion  of  that  has  been  drawn  from  the  reserve  fund,  a  portion 
of  it  would  go  to  repair  that. 

Q.  Mention  was  made  yesterday  of  the  exclusion  from  your 
statement  of  available  assets  by  examiner  Vanderpoel  of  cer- 
tain deposits  that  you  had  in  other  jurisdictions.  Have  you 
a  statement  of  the  securities  that  you  have  invested  in  juris- 
dictions foreign  to  the  State  of  New  York?  You  have  furnished 
a  list  of  securities  owned  December  31,  1904.  That  will  possibly 
enable  you  to  state.  (Showing  witness  paper.)  A.  These  were 
at  that  time *" 
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Q.  In  the  first  place  in  tlie  report  of  tlie  department  of  1905— 
July,  1905,  there  are  included  in  the  statement  of  assets  the 
amounts  of  deposits  made  by  you  in  other  jurisdictions  and  the 
securities  in  which  you  have  invested  in  other  jurisdictions 
(showing  witness)?  A.  Those  are  not  all  deposited  in  other 
jurisdictions. 

Q.  I  said  they  are  included?  A.  Oh,  yes,  they  are  included, 
undoubtedly. 

Q.  For  example  you  have  invested  in  Italian  Consols  some 
$30,000.  What  was  the  reason  for  that  investment?  A.  That 
is  invested  to  cover  the  reserve  liability  on  Italian  policies. 

Q.  In  the  event  of  your  liquidation  that  is  held  in  Italy  to 
meet  your  obligations  there  is  it  not?     A.  I  presume  it  is. 

Q.  You  have  invested  in  the  Dominion  of  Canada  apparently 
some  $52,000;  is  that  held  to  meet  Canadian  claims?  A.  It  is 
— that  is  it  is  deposited  with  the  Canadian  government — yes. 

Q.  You  have  invested  in  France  some  $17,000;  is  that  held 
for  similar  purpose?    A.  It  is  not. 

Q.  What  is  that  investment?  A.  It  is.  held  just  the  same  as 
any  other  of  our  investments. 

Q.  Available  generally  and  can  be  called  in  at  any  time?  A. 
Yes. 

Q.  You  have  invested  apparently  $50,000  in  the  Province  of 
Quebec:  How  is  that  held?  A.  That  is  held  by  the  Dominion 
(jr<)vernment. 

Q.  So  that  there  is  a  total  of  over  $100,000  held  by  the  Do- 
minion Government?     A.  Yes. 

Q.  You  have  invested  some  $97,500  in  English  Consols:  How 
is  that  held?  A.  That  is  on  deposit  now  with  the  Board  of 
I'lade,  but  under  iht  law  of  England  we  are  advised  that  it  i.": 
available  for  all  purposes. 

Q.  I  find  a  further  investment  in  the  Province  of  Quebec  of 
$120,000:  What  is  that?  A.  That  is  deposited  with  the  Do- 
minion Government. 

Q.  So  that  we  should  add  that  to  the  other  entry?  A.  Yes, 
sir. 

Q.  What  is  the  total  amount  you  have  held  in  the  Dominion 
of  Canada?    A.  It  is  about  $260,000  I  think. 

Q.  That  is  not  available  for  American  policyholders  until 
Canadian  policyholders  have  been  satisfied?  A.  It  is  for  the 
purpose  of  securing  the  Canadian  business. 
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Q.  You  have  certain  Winnipeg  City  debentures:  Is  that  iu 
the  same  class?     A.  That  is  in  the  same  class. 

Q.  You  have  very  few  securities  except  those  which  are  in- 
\'estments  required  by  the  different  jurisdictions  in  which  you 
work?  A.  Comparatively  few  of  stocks  or  bonds.  -Now  in 
regard  to  the  Italian,  I  desire  to  say  that  one  of  the  purposes 
of  my  visit  to  Europe  last  year  was  in  connection  with  the  ques- 
tion of  deposits  with  tlie  Italian  government  and  I  fought  the 
matter  out  with  the  Italian  government  while  there,  and  since 
my  return  as  the  result  of  that  we  have  had  about  $65,000  of 
our  former  deposits  returned  to  us  by  the  government. 

Q.  In  what  foreign  countries  do  you  do  business  ?  A.  Canada, 
Great  Britain  and  Ireland,  France,  Belgium,  Spain,  Portugal, 
Italy.  "We  have  an  agency  in  Constantinople,  agency  at  Alex- 
andria, and  an  agency  at  Athens  and  we  are  doing  business  in 
the  British  West  Indies.  We  have  also  business  in  J^orway 
and  Sweden  and  Denmark  and  in  a  portion  of  Germany,  but  at 
the  present  time  we  are  doing  no  new  business  in  those  countries. 

Q.  How  long  have  you  done  business  in  Turkey?  A.  I  think 
we  have  had  the  agency  at  Constantinople  about  five  years. 

Q.  What  amount  of  insurance  have  you  outstanding  there? 
A.  In  Turkey  ? 

Q.  Yes.  A.  It  is  merely  a  nominal  amount.  I  do  not  believe 
there  is  one  hundred  thousand  dollars;  that  is,  it  was  written 
through  our  Paris  office  on  French  residents  in  Constantinople. 

Q.  What  business  have  you  in  Greece  ?  A.  I  think  we  have, 
I  should  say,  without  looking  at  the  record  probably  one  hun- 
dred or  two  hundred  thousand  dollars. 

Q.  "What  business  have  you  in  Egypt?  A.  A  very  small 
amount.  That  is  also  mainly  on  French  residents  through  our 
Paris  agency. 

Q.  What  are  your  expenses  in  Constantinople?  A.  I  think 
we  have  no  expenses  there  at  all.  I  think  whatever  is  done 
there  is  done  on  a  commission  basis  entirely. 

Q.  And  have  you  any  expenses  in  Egypt?  A.  No,  the  same 
applies. 

Q.  Or  in  Greece?     A.  ISTo,  sir. 

Q.  You  have  no  offices  that  you  maintain,  or  no  salaries  that 
you  pay?  A.  No,  we  transact  business  there  entirely  upon  a 
commission  basis   which   includes   any   expenses  we  may   have. 

Q.  I  see  that  by  your  report  you  have  a  total  amount  invested 
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in  securities  at  the  end  of  1904,  book  value,  $559,521.59.  Oi 
that  the  only  amount  invested  in  United  States  securities  is 
about  twenty-four  thousand?    A.  Yes. 

Q.  You  have  made  deposits  with  various  departments  in  the 
IJnited  States,  cash  deposits?  A.  ISTo  only  with  the -Depart- 
ment at  Albany. 

Q.  At  Albany?    A.  Yes. 

Q.  Two  hundred  thousand  dollars?  A.  Yes,  two  hundred 
thousand  dollars. 

Q.  The  only  amount  that  is  held  in  the  United  States  in  any 
Department  for  the  purpose  of  meeting  the  claims  of  policy- 
holders is  the  two  hundred  thousand  dollars  in  New  York?  A. 
Yes. 

ME.  HUGHES:  That  is  all. 

THE  WlTOTilSS:  I  testified  yesterday,  in  reference  to  pay- 
ment of  ten  thousand  dollars  to  the  firm  of  Boardman,  Piatt 
&  Soley,  and  I  present  the  voucher  covering  that. 

MR.  HUGHES:  I  offer  the  bill  in  evidence. 

(Marked  Exhibit  No.  610.) 

THE  WITNESS:  Mr.  Hughes,  I  have  found  the  original  list 
of  payments  to  Mr.  Brockway. 

BY  ME.  HUGHES: 

Q.  The  paper  you  now  show  me  is  a  statement  of  the  pay- 
ments made  to  Mr.  Brockway  by  the  association  and  is  a  com- 
plete statement  of  all  the  payments?  A.  Excepting  his  director's 
fees. 

(Paper  marked  Exhibit  No.  611.) 

ME.  HUGHES:  This  statement  shows  three  hundred  dollars 
paid  weekly  from  March  26,  1898,  to  June  4,  1898,  inclusive,  and 
two  hundred  dollars  paid  weekly  from  June  11,  1898,  to  Sep- 
tember 24,  1898,  inclusive,  making  a  total  of  six  thousand  five 
hundred  dollars. 

Q.  Mr.  Eldridge,  an  additional  question.  It  was  testified  by 
Mr.  Brockway  that  the  directors  met  every  week,  is  that  so  ?  A. 
It  is.    ■ 
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Q.  How  long  has  that  been  true?  A.  Ever  since  I  knew  the 
company. 

Q.  And  what  are  the  fees  which  the  directors  receive?  A. 
Twenty  dollars  a  meeting,  I  understand. 

Q.  And  for  how  long  a  time  have  they  received  twenty  dollars 
a  meeting?  A.  I  don't  know  when  the  change  was  made.  It  was 
originally,  I  understand,  ten  dollars  a  meeting. 

Q.  Has  it  been  twenty  dollars  a  meeting  ever  since  you  have 
been  connected  with  the  company?     A.  I  think  it  has. 

Q.  How  many  directors  are  there  upon  the  Board?   A.  Twelve. 

Q.  How  many  are  necessary  to  constitute  a  quorum?  A. 
Seven. 

Q.  Have  you  ever  met  oftener  than  once  a  week?  A.  There 
have  been  occasionally  special  meetings. 

Q.  How  often?  A.  Well,  probably  two  or  three  times  in  the 
course  of  a  year,  not  more  than  that. 

Q.  Was  is  there  in  connection  with  the  Mutaal  Eeserve  which 
requires  directors'  meetings  every  week,  which  does  not  obtain 
with  the  other  insurance  companies?  A.  I  am  not  acquainted 
with  the  practice  of  other  insurance  companies,  but  the  practice 
for  the  Mutual  Eeserve  has  alwavs  been  for  the  directors  to  meet 
kly  and  for  the  heads  of  different  departments  and  the  heads 
of  committees  to  come  before  the  Board  and  make  their  reports 
and  submit  reports  of  what  has  been  done  during  the  week,  and 
have  the  same  approved  by  the  Board,  and  have  it  open  for  con- 
sideration. 

Q.  What  is  the  amount  on  the  average  paid  for  directors'  fees 
by  your  association?  A.  I  should  think  they  pl-obably  amount 
to  one  thousand  dollars  a  year.  You  see  there  is  none  paid  to 
anyone  who  has  any  salary  or  anything  except  his  directors'  fee  in 
that  way. 

Q.  Are  the  officers  included  in  the  twelve?    A.  Yes. 

Q.  How  many  are  the  unsalaried  directors?     A.  Five. 

Q.  So  that  five  directors  get- this  amount  of  one  thousand  dol- 
lars a  year?     A.  If  they  are  present  at  the  meetings. 

Q.  Mr.  Brockway  said  that  if  there  was  a  satisfactory  excuse 
the  director  would  still  get  his  twenty  dollars?  A.  Well,  if  at 
a  meeting — prior  to  a  meeting  a  director  should  apply  for  the 
excuse,  just  at  one  meeting  it  would  be  done  so,  but  if  he  was 
regularly  absent,  or  did  not  attend,  that  would  not  be  permitted. 

Q.  In  practice  do  you  pay  absent  directors?  A.  No,  sir,  as  a 
jjractice  we  do  not. 
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CHARLES  M.  TUKISTEE,  called  as  a  witness,  being  duly 
sAvorn,  testified  as  follows : 

BY  MR.  HUGHES: 

Q.  Where  do  you  reside?     A.  Bingliamton,  ISTew  York. 

Q.  Yon  are  connected  with  the  Security  Mutual  Life  Asso- 
ciation? A.  The  Security  Mutual  Life  Insurance  Company;  yea, 
sir;  I  was  connected  with  the  association. 

Q.  What  is  your  office  in  that  company?  A.  President  of  the 
company. 

Q.  How  long  have  you  been  president?  A.  I  think  since, 
3903 — I  would  not  be  sure  about  that,  Mr.  Hughes. 

THE  CHAIRMAIST:   AVill  you  kindly  speak  a  liltle  louder. 

THE  WITNESS:  Really  I  could  not  tell  you  when  I  was 
elected  president,  but  my  impression  is  it  was  in  1901  or  1902. 

Q.  When  was  the  Security  Mutual  organized?  A.  In  1886, 
November. 

Q.  And  under  what  law  was  it  organized?  A.  Chapter  1Y5 
of  the  Laws  of  1883. 

Q.  A  general  law?     A.  Well 

Q.  Or  did  it  have  a  special  charter?  A.  I  think  it  was  a  gen- 
eral law. 

Q.  A  general  law  applicable  to  assessment  companies?  A.  Yes, 
sir. 

Q.  And  it  was  organized  as  an  assessment  company?  A.  As 
an  assessme^it  C(5mpany. 

Q.  ''♦^'ithout  capital  stock?     A.  Without  capital  stock. 

Q.  A  purely  mutual  company?     A.  A  purely  mutual  company. 

Q.  When  did  it  begin  business?     A.  January  3,  1887. 

Q.  Were  you  then  associated  with  it?     A,  I  was,  yes,  sir. 

Q.  In  what  way?  A.  As  the  m.anager  of  the  company.  I 
organized  the  company,  Mr.  Hughes. 

Q.  You  organized  the  company?     A.  I  did,  yes,  sir. 

Q.  Who  were  associated  with  you  in  its  organization?  A, 
Mr.  H.  J.  Gaylord — you  want  the  first  directors,  don't  you? 

Q.  Yes.  A.  Mr.  H.  J.  Gaylord,  W.  G.  Phelps,  John  Ray 
Clarke,  Roselle  Hackley — ^how  many  have  I  given  you? 

Q.  Four,  I  believe.-  And  Mr.  Corbin,  I  think  his  name  wqs. 
Corbia,  that  is  five;  and  Mr.  James  W.  Manier,  and  myself,  wt,3 
seven, 
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Q.  Mr.  Gavlord,  Mr.  Stone,  Mr.  Manier,  Mr.  Corbin,  Mr. 
Clarke,  Mr.  Phelps,  Mr.  Hackley,  Mr.  Tupper  and  yourself?  A. 
That  is  right. 

Q.  Did  you  enter  into  a  contract  with  the  association  at  about 
the  time  of  its  organization?     A.  I  did. 

Q.  Have  you  that  contract  or  a  copy  of  it  here?  A.  I  have  a 
copy  of  it,  which  Mr.  Jenkins  will  give  you. 

MK.  HUGHES:     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  ISTo.  612.) 

(Exhibit  No.  612  read  by  Mr.  Hughes.) 

Q.  Is  that  contract  still  in  force?     A.  ISTo. 

Q.  AYhen  was  it  abrogated?     A.  I  think  in  1893. 

Q.  Have  you  here  a  copy  of  the  articles  of  association  of  the 
company?     A.  Yes,   sir. 

Q.  These  are  the  articles  of  association,  a  certified  copy?  A. 
The  By-laws,  do  you  mean? 

Q.  !No.     A.  The  articles  of  incorporation? 

Q.  The  declaration  of  incorporation?     A.  Yes. 

MK.  HUGHES:  Erom  which  I  will  read  the  following,  the 
same  being  under  date  of  October  30,  1886: 

"The  name  of  said  association  or  corporation  is  to  be  the 
Security  Mutual  Life  Association  of  Binghamton,  ISTew  York. 

2.  The  place  where  the  principal  office  for  the  transaction  of 
its  business  shall  be  located  f;hall  be  the  City  of  Binghamton, 
County  of  Broome  and  State  of  I^ew  York. 

3.  The  corporate  powers  granted  by  the  said  act  are  to  be 
exercised  by  means  of  a  Board  of  Directors,  nine  in  number, 
who  are  to  have  and  exercise  the  control  and  management  of 
the  funds  of  the  said  Security  Mutual  Life  Association  in  con- 
formity to  provision  of  Chapter  175  of  the  Laws  of  the  State  of 
!N^ew  York,  and  as  shall  be  prescribed  in  the  by-laws  of  the  said 
association." 

Article  IV  relates  to  the  electioxi  of  directors. 

Article  V  provides  that  the  officers  of  said  association  shall 
consist  of  a  president,  one  or  more  vice-presidents,  a  secretary, 
treasurer,  and  general  manager  to  be  elected  by  the  Board  of 
Directors  in  the  manner  prescribed  in  the  by-laws. 

Article  VI  provides  that  the  policyholders  in  the  said  associa- 
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tion  shall  be  liable  only  for  the  voluntary  payment  of  such  fees, 
dues  and  assessments  as  shall  be  stated  in  their  respective  policies. 
The  articles  of  association  are  signed  by  Eoselle  M.  Ilackley, 
Mr.  Gaylord,  Mr.  Stone,  Mr.  Oorbin,  Mr.  Manier,  Mr.  Clarke, 
Mr.  Phelps,  Mr.  Tupper  and  Mr.  Turner,  and  are  acknowledged 
by  some  of  the  individual  signers  on  the  30th  day  of  October, 
18&6,  and  by  others  on  November  2,  1886. 

Q.  Who  were  the  officers  elected  at  the  time  of  the  organization 
of  the  company  ?  A.  The  association  ?  Mr.  John  Eay  Clarke 
was  elected  president  and  I  think  Eoselle  Hackley  was  elected 
vice-president.     I  would  not  be  sure  about  that,  however. 

Q.  And  Mr.  Manier  treasurer?  A.  And  Mr.  Manier  treas- 
urer, yes. 

Q.  Did  they  receive  salaries  ?     A.  E"o,  sir. 

Q.  Did  the  directors  receive  the  compensation  provided  for  in 
the  agreement  that  has  been  read  ?     A.  They  did  not. 

Q.  What  compensation  if  any  was  paid  to  the  directors  ?  A. 
None. 

Q.  For  how  long  did  that  continue  ?  A.  I  could  not  tell  you, 
Mr.  Hughes,  but  my  impression  is  it  continued  for  several  years. 

Q.  AVhere  did  the  companies  or  associates  transact  business  at 
the  beginning?     A.  At  the  beginning  in  New  York  State. 

Q.  And  when  did  it  extend  its  business  to  otlior  states?  A. 
I  think  we  applied — ^we  were  admitted  to  Pennsylvania  the  second 
year  of  our  business  and  so  gradually  we  have  extended  it  from 
time  to  time  until  the  present  time. 

Q.  You  and  Mr.  Tupper  took  charge  of  the  business  ?  A.  We 
did. 

Q.  You  got  out  what  circulars  were  necess.iry?  A.  Mr. 
Hughes,  I  -want  to  amend  that  answer  a  little  bit.  Mr.  Tupper 
did  not  give  his  time  to  the  association  in  the  start.  He  was  at 
that  time  County  Clerk  of  Broome  County  and  it  was  understood 
between  us,  that  he  was  not  to  give  his  time  to  the  Association, 
hi?  entire  time,  until  after  hi?  time  of  office  expired.  I  gave  my 
time  from  the  commencement  and  long  before  the  commencement 
cf  the  association  exelnsi'^'ely  to  it. 

Q.  You  employed  what  agents  were  necessary  in  order  to 
obtain  insurance  ?  A.  Well,  sir,  we  did  not  have  any  agents  the 
first  year  to  speak  of. 

Q.  Has  your  business  increased  under  this  contract,  you  took 
charge  of  it?     A.  I  did,  yes,  sir. 


Testimony  of  Charles  M.  Turner.  3325 

Q.  If  agents  were  to  be  emplayed  you  employed  tlieni  ?  A. 
I  did. 

Q.  You  fixed  the  terms  of  their  employment?     A.  I  did. 

Q.  You  arranged  for  prospectuses  or  circulars  ?     A.  I  did. 

Q.  Who  determined  the  forms  of  policies?  A.  Well,  in  the 
start  of  the  association  you  mean? 

Q.  Yes.  A.  We  had  an  actuary  or  so-called  actuary  by  the 
name  of  Pierce — Price,  or  Pierce — it  was  Price,  formerly  se;TO- 
tary  of  the  St.  Louis  life  Association,  and  Mr.  Price  wrote  agree- 
ments and  our  literature  generally;  that  is,  he  did  the  most  of  the 
work  on  it. 

Q.  Was  he  on  a  salary?     A.  He  was,  ; 

Q.  Who  paid  his  salary?     A.  I  did. 

Q.  Have  you  a  copy  of  the  by-laws  of  the  company? 

ME.  JENKINS:    Not  here.     I  will  get  them  for  you. 

Q.  How  long  was  it  that  the  business  continued  in  that  way 
withoxit  salaried  officers  and  without  compensation  to  the  directors, 
you  bearing  all  the  expenses  under  this  agreement  that  has  been 
read?  A.  Mr.  Hughes  I  do  not  want  you  to  understand  me  that  I 
bore  all  the  expenses.  I  made  up  all  the  deficiencies  outside  of 
the  expense  portion  of  the  premiums. 

Q.  When  I  said  you  bore  the  expense  I  meant  that  you  made 
the  payments  called  for  ,by  the  contract  and  received  of  course 
the  compensation  which  the  contract  provided  for.  I  did  not  mean 
that  you  personally  had  to  go  in  your  own  pocket  to  make  good 
anything  unless  there  was  a  deficiency?  A.  Well,  I  did.  My  im- 
pression is  that  the  company  never  paid  me  any  of  the  expense  due 
or  expense  portion  of  the  premium,  that  I  used  it  in  connection 
with  the  business  in  producing  the  business.  You  ask  me  how 
long 

Q.  I  want  to  know  first  before  we  get  into  the  actual  results, 
how  long  that  method  of  transacting  business  continued?  A. 
Why  I  could  not  answer  that  question,  Mr.  Hughes,  I  could  not 
say  how  long  it  was. 

Q.  When  you  started  in  you  received  the  assessments,  that 
is,  the  amounts  of  the  assessments  that  were  levied?    A,  Oh,  no,  sir. 

Q.  The  company  received  them?  A.  The  company  received 
them. 

Q.  Did  the  company  receive  the  moneys  and  turn  over  to  you 
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the  meniLersliip  fees  and  annual  dues?  A.  They  never  turned 
over  to  me  anything. 

Q.  Well,  in  the  first  year,  say,  of  the  company's  existence,  who 
paid  the  expenses  of  the  company?  A.  Well,  the  company  did. 
That  is,  as  general  manager  I  paid  them  from  the  expense  portion 
of  the  premiums,  and  from  time  to  time  made  up  any  deficiencies 
there  were. 

Q.  Did  the  moneys  come  to  the  association  in  its  name?  A. 
They  did. 

Q.  And  were  banked  by  the  association  ?  A.  And  were  banked 
by  the  association. 

Q.  Were  paid  out  in  checks  drawn  by  you  as  an  officer  of 
the  association?     A.  Yes. 

Q.  And  general  'manager?  A.  Well,  the  expense  portion  of 
the  premium,  the  expense  of  the  premiums  was  paid  by  me  in  that 
way,  Mr.  Hughes. 

Q.  Yes.  A.  But  our  by-laws  provide  and  that  is  our  practice 
to-day,  that  all  death  claims  and  payments  from  the  mortuary 
and  reserve  funds  of  the  company  by  checks  must  bear  the  signa- 
ture of  the  president,  treasurer  and  one  other  officer  of  the  asso- 
ciation. I  think  at  the  present  time  it  can  be  the  comptroller  or 
the  registrar,  I  think. 

Q.  The  contract  of  November  30,  1896,  Exhibit  No.  612,  pro- 
vides that  the  party  of  the  first  part,  that  is,  the  association  agrees 
to  pay  to  the  parties  of  the  second  part;  that  is  Mr.  Tupper  and 
yourself,  all  of  the  moneys  received  or  collateral  from  the  mem- 
bers of  the  association,  known  as  hereinbefore  stated,  as  member- 
ship fees.     A.  Yes. 

Q.  Was  that  done?  A.~  No,  sir,  I  do  not  think  any  payments 
were  ever  made.  You  understand,  Mr.  Hughes,  during  the  first 
year  of  the  Security  Mutual  Life  Association  I  practically  wrote 
all  of  the  business  that  was  written,  something  like  $1,034,000. 

Q.  You  were  agent  and  general  manager?  A.  I  was  in  the 
field  altogether.  I  was  there  all  the  time.  And,  of  course,  I  col- 
lected very  much  of  those  membership  fees  but  turned  them  in 
to  paying  the  expenses  of  the  company. 

Q.  What  I  wanted  to  get  at  was  whether  the  machinery  was 
as  defined  in  the  agreement,  whether  you  got  the  money  and.  paid 
the  expenses  or  whether  the  company  got  the  moneys  and  paid 
the  expenses  through  your  action  as  an  officer  ?  A.  I  have  already 
stated,  I  think,  Mr.  Hughes,  that  the  company  got  moneys  and 
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it  was  paid  as  far  as  it  would  go  and  I  made  up  the  deficiency  at 
that  time. 

Q.  So  in  1886  you  got  nothing  for  yourself?  A.  I  received  no 
salary  and  no  compensation  of  any  kind  in  1886. 

Q.  Or  in  188Y?    A.  In  188Y,  I  received  nothing. 

Q.  Or  in  1888?    A.  No. 

Q.  For  how  many  years  did  the  practice  that  you  have  just 
mentioned  continue  ?    A.  I  cannot  tell  you  that. 

Q.  You  have  said  that  this  contract  continued  until  about 
1893?  A.  Yes,  sir,  and  I  think  the  practice  continued  until  that; 
time  too. 

Q.  Now,  down  to  1893,  will  you  state,  not  passing  beyond  that 
year  until  we  have  further  evidence  as  to  the  agreement  whic^i 
obtained  later,  what  you  received  from  the  company  by  virtue  of 
the  contract  of  November  30,  1886?  A.  As  has  already  been 
stated,  I  received  nothing  for  the  years  1886,  188Y  and  1888.  In 
1889,  I  received  $1,230.  In  1890  $1,775;  in  1891  $1,965.  In 
1892  $2,843.25.  In  1893  at  the  time  when  the  contract  was  made 
with  the  Agent  and  Investment  Company  $2,383.25. 

Q.  It  appears  in  188Y,  I  am  referring  to  the  blue  book,  your 
total  income,  or  the  income  of  the  Association  was  $22,000  and 
your  disbursements  about  ten  thousand?     A.  Yes. 

Q.  That  income  increased  until  1891  it  was  $102,000  and  the 
disbursements  in  that  year  were  $35,000.  Now,  what  was  done 
with  the  moneys  that  were  not  disbursed  ?  A.  The  entire  reserve 
and  mortuary  fund  were  placed  in  the  company.  The  amount 
used  for  expenses  was  confined  to  the  expense  fund. 

Q.  For  example,  in  the  first  year  it  appears  that  your  total 
income  was  $22,000,  your  expenses  $10,000,  and  your  payments 
to  policyholders  $1,000.  There  was  about  $11,000  to  the  good. 
What  was  done  with  that?  A.  If  we  had  not  paid  out  the  one 
thousand  dollars  we  would  have  had  one  hundred  per  cent. 

Q.  What  was  done  with  the  moneys  you  had  over  your  ex- 
penses and  payments  to  policyholders,  did  you  have  that  in  re- 
serve?   A.  It  was  used  in  the  expenses  of  the  business. 

Q.  No,  I  am  speaking  what  was  over  and  above  the  total  ex- 
penses, the  total  expenses  appear  to  have  been  ten  thousand  dol- 
lars, the  total  paid  to  policyholders  one  thousand  dollars,  and  the 
lotal  income  twenty-two  thousand  dollars.  That  would  leave  you 
eleven  tliousand  dollars.  We  had  nearly  seventeen  thousand  dol- 
Jars.     We  had  $15,000  of  cash  assets. 
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Q.  "Well,  that  you  had  on  hand  for  the  company?  A.  That 
we  had  on  hand. 

Q.  And  those  assets  gradually  increased  until  1891  your  total 
income  was  $102,000,  and  your  expenses  $35,000,and  the  amount 
paid  policyholders  $34,000,  making  $69,000  and  leaving  you  about 
$33,000?    A.  To  whom? 

Q.  Leaving  the  company,  the  Association.  A.  Perhaps  so,  I 
do  not  know. 

Q.  What  change  Was  made  in  about  1893  in  regard  to  your 
contract?  A.  Well,  Mr.  Hughes,  I  have  prepared  a  statement 
of  the  Agency  and  Investment  Company  and  our  entire  trg'is- 
actions  with  it  after  stating  practically  what  you  have  drawn  out. 
by  your  questions,  and  I  think  you  will  find  it  a  more  —  I  think 
you  will  find  it  more  intelligible  than  you  will  anything  else. 

Q.  Well,  we  can  get  at  it  very  briefly.  In  November,  1888,  did 
you  find  the  expense  funds  were  insufficient?      A.  I  did. 

Q.  And  at  that  time  six  members  of  the  Board  of  Directors  were 
induced  to  contribute  funds  for  the  benefit  of  the  Association  ?  A. 
I  induced  them  to,,  yes. 

Q.  You  assigned  to  them  a  share  of  the  possible  future  profits 
that  might  accrue  under  your  contracts  ?    A.  Yes. 

Q.  You  further  state  in  1893,  there  was  an  indebtedness  aside 
from  all  the  expense  funds  available  to  the  Association  of  some 
twelve  thousand  dollars  ?    A.  Yes,  sir. 

Q.  And  that  your  associates  were  unable  to  advance  more  ?  A. 
JSTo,  I  do  not  say  that. 

Q.  And  that  a  company  was  organized.  Now,  what  was  the 
(•oi»p.<uiy?     A.  I  did  not  state  that  they  were  unable. 

Q.  Unwilling  to  advance  more  ?    A.  They  were  unwilling  to. 

Q.  And  you  organized  a  company.  What  was  that  company? 
A.  The  Agency  Investment  Company. 

Q.  What  was  the  purpose  of  that  company  ?  A.  To  raise  money 
to  tide  the  Security  Mutual  over  its  initial  years. 

Q.  Under  what  law  was  the  company  incorporated?  A.  I  do 
not  know. 

Q.  Have  you  a  copy  of  its  articles  of  incorporation?  A.  Mr. 
Jenkins  has. 

ME.  JENKINS :    Here  is  the  certificate  of  incorporation. 

MR  HUGHES :    I  offer  that  paper  in  evidence. 

(Paper  marked  Exhibit  613.) 
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(Mr.  Hughes  then  read  Exhibit  613.) 

Q.  Thereupon  were  contracts  entered  into  between  the  associa- 
tion and  yourself  and  associates  ?  A.  Contracts  were  entered  into 
between  the  company  and  the  association,  and  between  myself  and 
the  company. 

Q.  Have  you  copies  of  those  contracts  ? 

(Papers  produced.) 

MR.  HUGHES :  The  contract  first  referred  to  and  produced  is 
that  of  the  Security  Mutual  Life  Association  and  the  Agency  and 
Investment  Company,  which  I  offer  in  evidence. 

(Paper  marked  Exhibit  614.) 

(Mr.  Hughes  then  read  Exhibit  614.) 

Eecess  taken  until  2.30  p.  m. 


AFTEE  RECESS. 

CHARLES  M.  TURNER,  resumed: 

BY  MR.  HUGHES: 

Q.  Contemporaneously  with  this  contract  between  the  Secur- 
ity Mutual  Life  Association  and  the  Agency  and  Investment  Com- 
pany, dated  February  24th,  1894,  a  further  contract  was  entered 
into  by  you  individually?    A.  Yes,  sir. 

MR.  HUGHES:  I  offer  the  contract  in  evidence. 

Contract  marked  Exhibit  "No.  615,  and  read  in  evidence  by 
Mr.  Hughes. 

Q.  Were  there  further  contracts  entered  into  at  this  time? 
A.  Yes. 

MR.  HUGHES:  I  offer  the  contract  in  evidence. 

Contract  marked  Exhibit  616,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Were  there  any  further  contracts  entered  into  at  this  time, 
February,  1894?    A.  Not  at  this  time. 

Q.  Now,   under  this  contract  with  the  Agency   and  Invest- 
ment  Company,   February,   1894,  that  company  was  to  invest 
moneys  for  paying  off  existing  indebtedness?     A.  $12,000. 
105 
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Q.  Was  that  paid?     A.  Yes,  sir. 

Q.  The  company  was  also  during  five  years  ensuing  from  the 
date  of  the  agreement  to  spend  the  sum  of  not  less  than  $25,000 
in  sums  of  as  near  five  thousand  dollars  each  year  as  to  the 
agency  company  might  seem  advisable:  Were  such  moneys  fur- 
nished and  expended  ?    A.  They  vv^ere  all  expended  the  first  year. 

Q.  The  $25,000?    A.  The  $25,000. 

Q.  Did  the  Agency  and  Investment  Company  make  advances 
after  the  $25,000  ?    A.  Yes,  sir,  they  did. 

Q.  Advances  that  were  not  required  by  the  contract  ?  A.  Yes, 
sir. 

Q.  For  how  long  a  period?  A.  Well,  after  exhausting  tjie 
fund  which  had  been  furnished  by  the  sale  of  the  stock  the 
Agency  Company  increased  its  capital  stock  to  $250,000. 

Q.  The  agreement  provides  that  the  Agency  Company  should 
pay  your  entire  salary  as  general  man,ager — ^was  that  done  ?  A. 
Yes,  sir. 

Q.  Under  the  by-laws  of  the  company  you  as  general  manager 
had  entire  charge  of  the  company's  business,  did  you  not?  A. 
Why,  no,  sir. 

Q.  Or  rather,  to  read  it  exactly,  provision  6  of  article  5  of 
the  by-laws  provided  the  general  manager  shall  have  .the  general 
direction,  supervision  and  control  of  the  affairs  of  the  company  ? 
A.  That  is  right. 

Q.  And  the  company  had  a  full  complement  of  officers  ?  A.  Tt 
did. 

Q.  Were  the  officers  those  who  were  officers  of  the  Agency 
Company?     A.  No,  sir. 

Q.  Were  you  an  officer  of  the  Agency  Company  ?  A.  No,  sir, 
not  a  director. 

Q.  Did  the  officers  of  the  Security  Mutual  Life  Association  in 
the  years  succeeding  1894  and  prior  to  the  time  that  you  became 
President  of  the  Security  Life  Association  receive  salaries  ?  A.  I 
wish  you  would  repeat  that,  Mr.  Hughes. 

Q.  Prior  to  the  time  that  you  became  President  of  the  Secur- 
ity Mutual  Life  Association  did  the  officers  of  the  Association 
receive  salaries  other  than  your  salary  as  general  manager  ?  A.  I 
could  not  say.  Perhaps  Mr.  Manier  might  have  received  a  small 
salary. 

Q.  In  what  capacity?     A.  As  Treasurer. 

Q.  Did  the  President  receive  a  salary  ?    A.  "No,  air. 
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Q.  Were  any  moneys  paid  to  the  directors  ?     A.  No,  sir. 

Q.  It  is  suggested  that  they  might  have  received  five  dollars 
a  meeting?     A.  Yes,  sir. 

Q.  Was  that  the  fact  ?  A.  I  presume  it  was ;  I  don't  know  it 
to  be  a  fact,  but  I  think  it  was. 

Q.  Under  the  contracts  with  the  Agency  and  Investment  Com- 
pany of  February,  1894,  that  company  agreed  to  guarantee  the 
receipt  by  the  Life  Association  of  good  and  acceptable  applications 
for  life  insurance  to  an  amount  at  least  five  million  dollars  a  year ; 
was  that  guarantee  kept  ?  A.  It  was,  yes,  sir ;  that  is,  the  Security 
Mutual  Life  Association  wrote  more  business  than  that;  they 
guaranteed  that  they  would. 

Q.  Under  the  same  agreement  the  Security  llutual  Life  As- 
sociation agreed  that  it  would  pay  the  Agency  and  Investment 
Company  from  its  expense  sum  a  yearly  sum  or  commission  of 
five  per  cent,  upon  the  gross  collections  of  the  Life  Association. 
Was  that  payment  made  ?     A.  Yes,  sir,  for  a  time  it  was,  yes,  sir. 

Q.  Did  that  payment  continue  down  to  the  time  when  the  In- 
vestment Company  increased  its  capital  stock  ?     A.  Yes,  sir,  it  did. 

Q.  Prior  to  the  making  of  this  agreement  between  the  Agency 
and  Investment  Company  and  the  Security  Mutual  Life  Associa- 
tion, the  expense  fund  of  the  Association  had  been  in  fact  im- 
pounded under  your  agreement  of  1886,  and  the  modifying  ar- 
rangement of  1888,  had  it  not?     A.  You  mean  been  inadequate? 

Q.  ISTo;  I  mean  in  effect  it  was  controlled  by  you,  payable  to 
you  and  your  associates  ?     A.  I  controlled  it. 

Q.  Now,  through  this  agreement  with  the  Agency  and  Invest- 
ment Company  did  the  Association  obtain  control  of  that  expense 
fund,  obligating  itself,  however,  to  pay  the  commissions  agreed 
upon  to  the  Agency  Company  ?  A.  The  Association  became  pos- 
sessor of  it  the  same  as  any  other  fund. 

THE  CHAIKMAlSr:  What  was  his  salary  at  this  Rme,  Mr. 
Hughes  ? 

Q.  It  is  provided  by  the  agreement  between  the  Agency  Com- 
pany and  yourself  of  February  24,  1894,  that  you  were  to  receive 
for  your  services  as  Secretary  and  General  Manager  a  yearly 
salary  equal  to  fifty  cents  on  each  thousand  dollars  of  life  assur- 
ance in  force  on  the  books  of  the  Life  Association  on  the  preceding 
3tst  day  of  December  of  each  year:  Did  you  receive  that  salary  'i 
A.  I  have,  yes,  sir. 
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Q.  Did  you  receive  any  other  compensation?     A.  "No,  sir. 

Q.  Did  you  receive  any  compensation  from  the  Agency  Com- 
pany apart  from  this  payment  of  your  salary  for  your  services 
to  the  Security  Mutual  ?     A.  No. 

BY  THE  OHAIKMAi;r: 

Q.  What  had  your  salary  been  prior  to  that  time  ?  A.  Prior 
to  the  organization? 

Q.  Prior  to  1894?  A.  I  read  it  here  —  I  cannot  remember 
now,  but  for  the  first  three  years  it  was  nothing,  and  after  that 
it  ran  from  twelve  hundred  dollars  to  three  thousand  and  some 
hundred  dollars  —  I  cannot  tell  you. 

MR.  HUGHES:  I  am  going  to  put  that  in  in  a  few  minutes, 
the  whole  statement  of  salaries.  I  want  in  the  first  place  to  get 
a  general  understanding  of  the  situation. 

BY  MR.  HUGHES: 

Q.  Have  you  or  your  associates  been  repaid  the  moneys  that 
you  advanced  for  the  benefit  of  the  Association?    A.  No,  sir. 

Q.  Were  you  not  repaid  at  the  time  that  the  agreement  was 
made  in  Eebruary,  1894,  between  the  Life  Association  and  the 
Agency  Company.  A.  We  were  issued  a  certain  amount  of  the 
stock  of  the  Agency  Company. 

Q.  You  took  that  in  lieu  of  your  payment  ?  A.  We  took  that 
in  lieu  of  everylhing. 

Q.  So  that  in  fact  that  amount  was  settled  and  did  not  con- 
tinue as  a  liability  of  the  Association?  A.  It  was  settled,  no 
liability. 

Q.  Now,  after  the  incorporation  of  the  Agency  Company  and 
the  entering  into  of  the  agreement  of  Eebruary  9th,  1894,  what 
took  place  with  reference  to  the  furnishing  of  funds  for  the  Asso- 
ciation ?  A.  I  don't  know  that  I  just  understand  you,  Mr.  Hughes. 
You  say  after  these  contracts  were  entered  into. 

Q.  Was  the  Association  on  a  self-supporting  basis?  A.  No, 
sir. 

Q.  Were  additional  moneys  required  ?    A.  Yes,  sir. 

Q.  How  were  they  raised?  A.  By  an  increase  of  the  capital 
stock  of  the  Agency  Company. 

Q.  And  that  took  place  at  what  time  ?    A.  I  could  not  say. 
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Q.  In  January,  1895  ?  A.  I  presume  so.  That  is  as  it  appears 
here. 

Q.  Now,  in  January,  1895,  the  stock  of  the  Agency  Company 
was  increased  from  $125,000  to  $250,000?    A.  Yes,  sir. 

Q.  Was  there  any  amount  of  that  increased  stock  issued  ?  A. 
rifty  thousand  dollars  —  oh,  yes,  it  made  it  $175,000  —  no,  there 
was  not  only  fifty  thousand  dollar?. 

Q.  The  original  stock  of  the  Agency  Company  was  $125,000  ? 
A.  Yes,  sir. 

Q.  Under  the  permission  by  which  it  was  authorized  to-  increase 
the  capital  to  $250,000,  $50,000  additional  stock  was  issued  ?  A. 
Was  sold,  yes,  sir. 

Q.  Making  the  amount  of  outstanding  stock  $175,000?  A. 
That  is  right. 

Q.  And  that  is  true  to-day  ?    A.  That  is  true  to-day,  yes,  sir. 

Q.  What  was  done  with  the  $50,000  additional  stock  that  was 
issued?    A.  Expended,  every  dollar  of  it. 

Q.  Was  it  sold?    A.  Oh,  yes. 

Q.  Issued  for  par  ?    A.  For  par. 

Q.  For  cash  ?    A.  For  cash. 

Q.  What  was  done  with  the  cash?  A.  The  cash  was  used  in 
building  up  the  business  of  the  Association. 

Q.  Well,  what  form  did  that  contract  take  —  of  course  the 
Agency  Company  on  disposing  of  its  stock  got  fifty  thousand 
dollars  in  cash.  !N"ow,  what  did  the  Agency  Company  do  with 
it  ?  A.  Paid  it  over  to  the  Security  Mutual  Life  Insurance  Com- 
pany and  to  me  as  manager. 

Q.  Paid  your  salary  ?  A.  Well,  there  was  some  of  that  money 
that  was  paid  to  me.  A  record  of  the  transactions  was  kept  on 
another  book. 

Q.  What  was  paid  to  you  of  it  ?  A.  Well,  we  made  a  contract 
with  a  party  —  to  give  you  the  exact  history  of  it,  it  was  this 
same  Moton  D.  Moss  you  have  been  talking  about. 

Q.  Moton  D.  Moss  of  the  Mutual  Reserve  Life?  A.  We  en- 
tered into  a  contract  with  Mr.  Moss  after  he  left  the  Mutual 
Reserve  to  represent  us  as  manager  of  this  Metropolitan  Depart- 
ment. 

Q.  When  was  that?  A.  I  don't  know;  I  cannot  give  you  tho 
date. 

Q.  This  increase  of  stock  took  place  in  1895.  How  long  after 
this  was  it  that  you  made  a  contract  with  Mr.  Moss  ?  A.  1  can- 
not tell  you. 
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Q.  Was  he  employed  by  the  Mutual  Eeserve  Association  ?  A. 
No,  sir. 

Q.  Was  it  after  he  had  left  the  Mutual  Eeserve  ?     A.  Yes. 

Q.  Then  it  was  sometime  after  the  middle  of  1888  ?  A.  If 
you  will  allow  me  to  do  so  I  will  make  a  statement  about  my  con- 
nection with  Mr.  Moss? 

Q.  Go  on ;  I  was  merely  trying  to  fix  the  date.  A.  Mr.  Moss, 
after  he  left  the  Mutual  Reserve,. got  into  correspondence  with  me 
and  desired  a  contract  as  our  agent  for  the  Metropolitan  District. 

Q.  ISTew  York  ?     A.  'New  York — that  means  this  district  here. 

Q.  The  only  Metropolis  ?  A.  Yes.  And  subsequently,  I  think 
about  four  or  five  months  after  the  commencement  of  the  corres- 
pondence, a  contract  was  entered  into  with  him.  It  was  a  purely 
commission  contract. 

Q.  Who  made  it — you  ?     A.  I  made  it. 

Q.  You  mean  the  agency  company  or  the  life  association  ?  A. 
I  made  it. 

Q.  Individually  ?     A.  No,  I  made  it  for  the  association. 

Q.  For  the  life  as'sociation  ?  A.  Yes.  It  was  a  purely  com- 
mission contract.  Mr.  Moss  was  a  peculiarly  energetic  man  and 
went  to  work  and  appointed  a  great  many  agents  for  our  com- 
pany and  advanced  them  his  own  money,  until  he  had  invested 
quite  a  large  sum  of  money  in  this  agency.  It  was  doing  quite 
a  large  business,  and  Mr.  Moss  got  to  a  point  where  he  said  to  me, 
"  I  am  spending  more  money  in  this  than  I  can  afford  to  do,  and 
I  do  not  think  it  is  any  more  than  right  that  the  association  should 
invest  some  money  as  well  as  myself  in  building  up  this  agency  "  ; 
and  is  was  finally  agreed — I  said  to  Mr.  Moss  that  the  association 
had  no  money  they  could  expend  in  building  up  this  agency,  but 
after  talking  it  over  with  Mr.  Phelps  in  going  from  here  to  Bing- 
hamton  on  the  ^;rain,  we  decided  we  would  buy  at  par  five 
thousand  dollars  apiece  of  the  Agency  and  Investment  stock,  in 
all  ten  thousand  dollars,  and  that  we  would  advance  it  to  Mr.  Moss 
to  push  this  agency.  Now,  that  ten  thousand  dollars,  Mr.  Hughes, 
I  furnished  five  thousand  dollars  of  it,  Mr.  Phelps  paid  me  five 
thousand  dollars,  and  the  ten  thousand  dollars  was  given  to  Mr. 
Moss  at  different  times,  and  the  record  of  it,  of  the  transaction, 
was  kept  on  a  separate  set  of  books ;  but  aside  from  it  the  whole 
of  the  money  was  paid  to  the  Security  Mutual  Life  Association, 
or  company,  whatever  it  was — association,  and  was  expended  by 
it.     But  this  ten  thousand  dollars,  Mr.  Phelps  paid  me  the  five 
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tliousaud  dollars,  I  furnished  the  other  five  thousand  dollars,  and 
advanced  to  Mr.  Moss_  at  various  times  to  build  up  this  business. 

Q.  Did  he  pay  this  back?  A.  No,  sir.  Mr.  Moss's  matter  of 
business  became  unsatisfactory  to  me  and  I  asked  him  for  the 
resignation  of  some  of  his  agents  who  were  doing  the  principal 
business  here,  and  it  resulted  in  his  discontinuing  with  the  com- 
pany. 

Q.  And  at  that  time  was  he  released  from  the  indebtedness  for 
his  advances  ?     A.  He  never  has  been  released. 

Q.  And  he  never  paid  ?     A.  And  he  never  paid. 

Q.  You  hold  the  stock  for  the  money  you  put  in  and  Mr. 
Phelps  the  stock  for  what  he  put  in  ?  A.  I  presume  Mr.  Phelps 
does;  I  do  not.  I  was  compelled  to  reduce  my  stock  at  various 
times  from  the  original  amount. 

Q.  But  you  got  nothing  but  stock  for  the  five  thousand  dol- 
lars which  you  advanced  ?  A.  That  is  all.  I  advanced  five  thou- 
sand dollars  in  money,  for  which  I  received  five  thousand  dollars 
of  agency  stock,  and  all  of  the  ten  thousand  dollars  was  paid  to 
Mr.  Moss. 

Q.  jSTow,  the  other  forty  thousand  dollars  of  the  fifty  thou- 
sand dollars  raised  by  the  increase  of  the  stock  of  the  Agency 
Company  was  dealt  with  in  what  way  ?  A.  All  paid  to  the  asso- 
ciation. 

Q.  In  what  form — as  a  loan?  A.  Well,  that  calls  for  perhaps 
another  statement,  if  you  will  pardon  me,  Mr.  Hughes. 

Q.  Certainly.  A.  At  the  time  when  we  increased  the  capital 
stock  there  was  no  provision  made  whereby  the  association  should 
pay  the  agency  for  any  additional  money,  you  understand — do  I 
make  myself  clear? 

Q.  Certainly?  Perfectly.  A.  Well,  for  the  fifty  thousand 
dollars  which  the  agency  company  paid  over  to  the  Security  Mu- 
tnal  we  agreed  that  they  should  have  compensation  for  it  and 
that  we  would  assign  to  them  agents'  ledger  balances  which  would 
repay  them  for  the  loan — no  increase  of  it,  but  for  the  loan  of 
fifty  thousand  dollars,  which,  as  they  were  collected,  repaid  the 
agency  company  for  the  principal  or  principal  and  interest  of  the 
loan.  We  did  so.  Assigned  about  seventy-five  thousand  dollars 
of  the  agents'  balances. 

Q.  That  had  been  between  the  time  of  the  increase  of  the  stock 
in  1895  and  the  yegr  1899?     A.  Yes. 

Q.  How  much  did  the  agency  company  get  out  of  the  agents' 


3336  Legislative  Insurance  Investigation. 

balances  whicli  were  transferred  to  it?  A.  Well,  the  agency  com- 
pany got  $2,100  of  it,  I  think,  if  I  am  correct. 

Q.  Was  that  all  that  could  be  collected  upon  the  agents'  bal- 
ances? A.  No,  sir;  there  was  fifty-three  thousand  and  some  odd 
dollars  collected  from  those  agents'  balances,  which  we  as- 
signed. 

Q.  What  was  done  with  that  money?  A.  The  Agency  and  In- 
vestment Company  released  the  association  from  any  further  pay- 
ments of  any  moneys,  in  other  words,  canceled  it. 

Q.  Well,  do  you  mean  that  the  agency  company  re-transferred 
the  agents'  balances  or  turned  them  over ?  A.  Did  not  col- 
lect any  amounts;  the  association  collected  the  amounts. 

Q.  So  the  agency  company  released  the  amounts  collected 
from  any  claim  or  lien  or  interest  upon  its  part?  A.  I  mean 
this :  I  do  not  know  as  I  can  get  the  exact  date,  dates  are  a  thing 
that  bother  me,  but  there  was  collected  by  the  association  up^ 
ward  of  fifty-three  thousand  dollars,  which  by  contract  was  due 
the  agency  company.  But  that  of  the  fifty-three  thousand  dol- 
lars which  they  have  collected — they  have  collected  more  than 
that  since,  but  up  to  the  date  I  have  given  you,  of  the  fifty-three 
thousand  dollars  collected  they  paid  two  thousand  one  hundred 
dollars,  but  that  is  all  that  was  ever  paid.  As  you  get  further  on 
there  you  will  see  that  we  limited  the  dividends  on  the  stock. 

Q.  We  will  come  to  that  later.  A.  But  at  that  time  the  asso- 
ciation was  released  from  the  payment  of  any  further  moneys  by 
reason  of  the  fifty  thousand  dollars  advanced  to  it. 

Q.  So  the  net  result  was  that  out  of  the  proceeds  of  this  in- 
creased stock  forty  thousand  dollars A.  Fifty  thousand  dol- 
lars. 

Q.  Well,  you  have  explained  that  ten  thousand  dollars  of  it  went 
to  Moss.  A.  Well,  the  association  had  the  entire  thing.  It  was 
first  given 

Q.  But  to  get  it  clearly  and  precisely,  ten  thousand  dollars 
went  to  ICoss,  and  forty  thousand  dollars  went  to  the  associa- 
tion?    A.  Yes. 

Q.  Of  which  the  agency  company  got  back  from  the  agents' 
balance  two  thousand  one  hundred  dollars?  A.  Two  thousand 
one  hundred  dollars. 

Q.  And  for  the  rest  of  the  amount,  thirty-seven  thousand  nine 
hundred  dollars,  it  did  not  get  anything?  ^.  No,  sir;  that  ia 
right. 


Testimony  of  Charles  M.  Turner.  3337 


Q.  That  is,  it  held  nothing  against  the  association  for  that? 
A.  'No,  sir ;  nothing  whatever. 

Q.  This  matter  was  settled  up  by  release  executed  in  Febru- 
ary, 1893  ?     A.  Yes,  if  that  is  the  date. 

Q.  And  the  release  now  shown  ine  is  the  release  executed  ? 
A.  I  think  so. 

ME.  HUGHES :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No  617.) 

(Mr.  Hughes  read  Exhibit  No.  617.) 

Q.  Now,  the  Agency  Company  had,  to  start  with,  under  its 
agreement  advanced  twelve  thousand  dollars?     A.  Yes. 

Q.  The  Agency  Company  advanced  this  amount  of  $37,900 
net  out  of  the  proceeds  of  the  increased  stock  after  deducting 
the  two  thousand  one  hundred  dollars  collected  ?  A.  Will  you 
pardon  me,  Mr.  Hughes,  but  the  Agency  and  Investment  Company 
advanced  fifty  thousand  dollars,  because  I  have  the  vouchers  and 
everything  for  this  money  that  was  paid  to  one  of  our  managers 
to  promote  the.  business  of  the  company. 

Q.  Of  course,  you  have  the  stock  for  that?,  A.  And  because 
it  was  a  bad  transaction  —  well,  some  one  else  would  have  had  the 
stock  which  they  had  bought,  and  paid  for  it. 

Q.  You  mean  it  is  the  same  thing  as  if  you  had  paid  the 
Agency  Company  ten  thousand  dollars,  you  and  Mr.  Phelps,  and 
the  Agency  Company  had  advanced  it  to  Mr.  Moss?  A,  It  is 
practically  the  same  thing  as  if  we  had  paid  it  to  the  association 
and  they  had  advanced  it. 

Q.  So  your  position  is  they  really  advanced  $47,900  net? 
A.  Yes,  that  is  the  idea. 

Q.  What  did  the  Investment  Company  do,  that  is,  the  Agency 
and  Investment  Company  do,  in  regard  to  securing  business  for 
the  life  association?     Did  it  employ  agents.     A.  No,  sir. 

Q.  Did  it  pay  agents  ?     A.  No,  sir. 

Q.  Did  it  pay  commissions  ?     A.  No,  sir. 

Q.  Did  it  establish  offices?     A.     No. 

Q.  Did  it  incur  any  indebtedness  ?     A.  No,  sir. 

Q.  Did  it  do  anything  to  get  in  the  five  million  dollars  of  busi- 
ness which  it  had  guaranteed?  A.  It  paid  the  money  to  the 
Security  Mutual  Life  Association  to  do  it. 

Q.  Apart  from  these  advances  you  have  mentioned  did  thq|^ 
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Agency  and  Investment  Company  do  anything  else  under  its 
contract,  except  pay  your  salary?  A.  Well,  they  paid  my  sal- 
ary, that  is  all  they  did,  excepting  to  advance  money  to  the  Se- 
curity Mutual. 

Q.  Well,    those    advances    you    have    mentioned?     A.  Yes. 

Q.  You  have  mentioned  total  advances,  have  you  not,  in  the 
twelve  thousand  dollars,  and  the  forty-seven  thousand  nine  hun- 
dred dollars  net?  A.  Well,  the  twenty-five  thousand  dollars 
given  to  the  company  during  the  first  year. 

Q.  And  the  twenty-five  thousand  dollars  given  to  the  company 
in  the  first  year.  ISTow,  was  that  the  total  of  the  advances  by  the 
Agency  Company?  A.  Yes,  sir  —  no,  it  is  not.  The  Agency 
Company  borrowed  —  how  much  was  that,  Mr.  Jenkins  ? 

ME.  JENKINS:     $22,500. 

THE  WITNESS:  $22,500,  and  advanced  it  to  the  Security 
Mutual. 

Q.  When  was  that?     A.  I  cannot  give  you  the  date. 

Q.  About  1898  or  1899,  Mr.  Jenkins  says,  and  we  will  take 
that.  Did  the  Agency  Company  get  any  part  of  that  money  back  ? 
A.  No,  sir. 

Q.  What  form  did  the  advance  take,  was  it  advanced  by  note 
or  obligation  of  indebtedness  ?     A.  There  was  not  anything. 

Q.  Simply  money  turned  over  belonging  to  the  Investment 
Company?     A.  Turned  over  to  the  association. 

Q.  How  do  you  book  it  as  a  charge  to  the  association?^  A.  I 
could  not  tell  you. 

Q.  Is  it  an  outstanding  liability  of  the  association.     A.  No. 

Q.  Have  you  released  every  claim  for  it?  A.  We  released 
everything  when  we  gave  that. 

Q.  When  you  gave  the  release  of  1902,  which  I  have  just  read, 
or  rather  the  release  of  February,  1903,  for  all  claims  up  to  the 
end  of  1902  ?     A.  Yes. 

Q.  Aside  from  those  advances  did  the  Investment  Company 
incur  any  expenses  in  connection  with  the  Life  Association  other 
than  the  payment  of  your  salary  ?     A.  No,  sir. 

Q.  Now,  there  came  a  time  when  you  became  President  of  the 
Life  Association,  did  you  not  ?     A.  Yes. 

Q,  And  what  date  was  that,  was  that  in  or  about  February, 
1902?     A.  Yes. 
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Q.  As  I  understand  it  you  -were  Secretary  and  General  Manager 
of  the  Life  Association.     A.  Yes. 

Q.  And  the  Agency  and  Investment  Company  under  its  con- 
tract paying  your  salary  ?     A.  Yes,  sir. 

Q.  You  were  not  an  officer  of  the  Agency  and  Investment  Com- 
pany?    A.  ISTo. 

Q.  Were  you  a  Director  in  that  company  ?     A.  No,  sir. 

THE  CHAIRMAI^:  I  do  not  understand.  When  he  said 
that  Mr.  Phelps  agreed,  going  home  on  the  train,  that  they  would 
buy  ten  thousand  dollars  worth  of  stock 

THE  WITNESS :  Well,  Mr.  Phelps  happened  to  be  here  at 
that  time. 

THE  CHAIRMAN:  And  turned  that  money  over  to  Mr. 
Moss,  how,  unless  he  was  connected  with  the  Investment  Com- 
pany, was  he  able  to  control  the  investment  of  that  $10,000  ? 

BY  ME.  HUGHES: 

Q.  I  suppose  you  were  heavily  interested,  however,  in  the  in- 
vestment ?     A.   I  was  a  stockholder. 

Q.  How  much  stock  did  you  hold  ?  A.  I  think  I  held  $30,- 
000  at  that  time. 

Q.  And  the  other  gentlemen  who  were  interested  in  the  In- 
vestment Company  wero  these  associates  of  yours  who  had  been 
with  you  in  the  Enterprise  for  many  years  ?  A.  You  mean  the 
other  stockholders?  Oh,  only  a  portion  of  it.  The  stockholders 
wei'e  various  people  that  I  had  sold  or  we  had  sold  the  stock  to. 

Q.  But  those  who  originally  organized  the  company  were  your 
associates  ?  A.  Oh,  they  only  had  what  stock  you  read  there  in 
the  contract. 

Q.  And  some  of  them  disposed  of  their  stock  subsequently  ?  A. 
Yes,  sir. 

Q.  And  you  were  in  such  relation  to  the  matter,  you  and  Mr. 
Phelps,  that  in  making  this  arrangement  to  take  the  $10,000  of 
stock  you  controlled  the  disposition  of  the  money?  A.  I  con- 
trolled the  disposition  of  the  money  paid  to  the  association. 

Q.  I  mean  you  could  influence  the  arrangement  that  it  should 
be  paid  to  the  association  ?     A.  Why,  I  suppose  I  could. 

Q.  I  understand  that  you  and  others  had  advanced  money  to 
the  Life  Association  before  the  organization  of  the  Agency  and 
Investment  Company  ?     A,  Oh,  yea 
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Q.  And  I  understand  that  you  and  the  others  who  had  advanced 
such  money  had  taken  stock  in  the  Investment  Company?  A.  To 
the  amount  of  the  advances  we  had  made. 

Q.  To  the  amount  of  the  advances?     A.  Yes. 

Q.  In  other  words,  you  treated  the  moneys  you  had  advanced  to 
the  Life  Association  as  represented  by  the  investments  you  made  in 
the  Agency  and  Investment  Company?     A.  Yes. 

Q.  And  then  we  take  up  the  Agency  and  Investment  Company 
to  ascertain  its  relations  to  the  Life  Association  we  find  that  it 
advanced  twelve  thousand  dollars  at  the  start,  and  subsequently 
advanced  $22,500 A.  No,  $25,000. 

Q.  $25,000  under  the  agreement,  and  later  it  advanced  in 
effect  $50,000,  of  which  it  got  back  $2,100?  A.  And  $22,500  ad- 
ditional. 

Q.  And  $22,500  additional?     A.  Yes. 

Q.  So  we  have  under  the  agreement  $12,000  and  $25,000,  and 
outside  of  the  agreement  $22,500  and  $50,000  less  the  $2,100 
collected?     A.  That  is  right;  yes. 

Q.  That  is  an  entire  statement  of  all  the  advances  made  by  the 
Agency  and  Investment  Company.  But  it  had  agreed  in  its  agree- 
ment to  pay  your  salary  as  Secretary  and  General  Manager  ?  A. 
Yes. 

Q.  And  that  it  paid?     A.  Yes. 

Q.  And  it  had  agreed  to  guarantee  that  the  Life  Association 
should  have  at  least  five  million  dollars  of  business  a  year?  If  it 
did  not  they  would  put  up  the  money  —  they  would  make  good  the 
deficiency  of  a  certain  amount?  A.  They  would  give  us  the 
amount  to  buy  that  amount  of  business. 

Q.  But  in  effect  it  did  nothing  in  the  way  of  expense  to  expect 
to  effect  business?  A.  It  did  not,  because  we  wrote  more  than 
that  amount. 

Q.  And  it  was  never  obliged  to  pay  the  deficiency?     A.  No,  sir. ' 

Q.  That  being  the  situation  with  regard  to  that  company,  we 
come  to  this  time  in  February,  1902,  when  it  was  proposed  that 
you  should  become  President  of  the  Life  Association.  What  led 
to  that  proposed  change?     A.  Why,  you  mean  how  it  came  to  me? 

Q.  Yes.  What  reason  was  there  for  any  change  from  the 
existing  method  of  operation?  A.  Many  of  the  Directors,  Mr. 
Hughes,  had  often  said  to  me  that  I  ought  to  be  President  of  the 
company  which  I  built  up,  and  it  came  up  at  that  time.  Mr, 
Phelps,  I  think,  was  present 
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Q.  You  referred  to  the  company  and  in  referring  to  that  you 
had  in  mind  the  re-incorporation  of  the  association  under  a  dif- 
ferent name,  to  Avit,  The  Security  Mutual  Insurance  Company? 
A.  The  Security  Mutual  Life  Insurance  Company. 

Q.  Yes,  the  Security  Mutual  Life  Insurance  Company,  a  mat- 
ter to  which  we  shall  refer  later,  and  it  was  suggested  after  that 
had  taken  place,  some  years  after  that  had  taiken  place,  that  you 
should  become  in  1902  the  President?  A.  It  had  been  suggested 
very  many  times,  Mr.  Hughes,  prior  to  that.  The  reason  that  I 
was  not  President  of  it  at  the  start  when  the  organization  was 
organized  was  my  belief  that  I  could  do  better  work  in  the  field  as 
Manager  than  I  could  as  President. 

Q.  Wbat  led  you  to  take  the  Presidency  of  the  Insurance  Com- 
pany in  1902  ?  A.  Mr.  Phelps  desired  to  be  released  from  it,  and 
the  solicitation  of  many  of  the  Directors  of  the  company  that  I 
should  talce  it. 

Q.  Now,  at  that  time  you  addressed  to  the  Board  of  Directors 
of  the  Insurance  Company  which  appeared  in  their  minutes  of 
February  4,  1902?      A.  Yes,  sir. 

MR.  HUGHES:    I  will  read  that  letter. 

"  To  the  Board  of  Directors  of  the  Security  Mutual  Insurance 
Company : 

"Gentlemen : — It  is  not  necessary  for  me  to  say  to  you  that  I 
sincerely  appreciate  your  action  in  choosing  me  the  President  of 
the  Security  Mutual  Life  Insurance  Company.  But  there  are 
other  interests  which  must  be  considered  before  I  accept  the  office 
of  President  in  the  company  in  which  I  have  labored  so  long. 

"  Aside  from  the  financial  considerations  which  in  duty  to 
myself  and  family  must  be  considered  there  are  also  certain  con- 
tractual rights  existing  between  this  company  and  the  Agency  and 
Investment  Company  and  myself.  The  Agency  and  Investment 
Company  furnished  money  and  support  to  the  Security  Mutual 
Life  Association  at  a  time  when  it  needed  both  and  I  cannot  now 
for  any  mere  personal  gratification  accept  an  offer  whicb  is  going 
to  jeopardize  the  interests  of  that  company.  If  I  am  insured  by 
the  Agency  and  Investment  Company  that  my  acceptance  of  the 
office  of  President  of  this  company  will  best  conserve  and  promote 
the  interests  of  the  Security  Mutual  Life  Insurance  Company  as 
well  as  the  Agency  and  Investment  Company  it  will  give  me  great 
pleasure  to  accept  the  office  you  have  tendered  me.  As  I  have  said 
to  you  personally,  if  I  accept  the  office  of  President  it  must  be  on 
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the  same  salary  and  compensation  as  specified  for  me  in  mj  pres- 
ent oflBcial  position  and  also  upon  the  further  express  understand- 
ing that  none  of  the  rights  or  provisions  of  the  contracts  between 
the  companies  or  between  either  company  and  myself  are  otherwise 
modified. 

"With  personal  regards  I  am  very  truly  yours, 

"CHAS.  M.  TUKNEK." 

Q.  Whereupon  the  board  of  directors  adopted  a  resolution  with 
reference  to  the  matter  referred  to  in  your  letter  ?     A.  Yes. 

MR.  HUGHES:  The  following  resolution  was  offered  by 
Director  Phelps,  seconded  by  Director  Gaylord  and  carried 
unanimously : 

"  Whereas,  We  believe  it  to  be  for  the  best  interests  of  this 
company  and  its  policyholders  that  Chas.  M.  Turner  should  be 
elected  and  accept  the  ofiice  of  president  of  the  Security  Mutual 
Life  Insurance  Company ;  and 

"Whereas,  The  annual  meeting  of  this  company  has  also  passed 
a  resolution  to  the  same  tenor  and  effect  and  has  also  requested  this 
board  to  authorize  and  direct  its  officers  to  make,  execute  and 
deliver  any  and  all  necessary  contracts  between  this  company  and 
the  Agency  and  Investment  Company,  also  the  said  Chas.  M. 
Turner  to  the  effect  that  the  acceptance  by  said  Turner  of  the 
Presidency  of  the  company  shall  in  now  way  prejudice,  impede, 
impair,  modify  or  change  any  of  the  contractual  rights  existing 
in  and  by  the  terms  of  contracts  heretofore  made  and  entered  into 
by  and  between  this  company  and  the  Agency  and  Investment 
Company  and  also  between  the  said  last-named  company  and 
Chas.  M.  Turner,  the  contract  between  the  two  said  corporations 
and  certain  individuals,  all  of  which  are  dated  February  15,  1894 ; 
and 

"Whereas,  The  said  Chas.  M.  Turner  has  declined  to  accept  the 
presidency  of  said  company  unless  such  contracts  are  «8ntered  into, 
therefore  be  it  resolved  that  the  Vice-President  and  Treasurer  bo 
and  they  are  hereby  authorized  to  make,  execute  and  deliver  any 
and  all  necessary  contracts  with  the  said  Agency  Company  and 
the  said  Chas.  M.  Turner  covering  the  following  conditions  and 
such  additional  and  further  conditions  as  to  such  officers  shall  be 
deemed  necessary  and  proper  to  enter  into  effect  the  same,  viz : 

"That  the  Agency  and  Investment  Company  and  this  Company 
consent  to  and  request  that  said  Turner  accept  the  office  of  Presi- 
dent of  this  company. 
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"That  the  acceptance  of  the  office  of  President  by  him  shall 
not  in  any  way  impair,  impede,  change  or  modify  any  of  the 
terms  of  the  contracts  now  existing  by  and  between  this  com- 
pany and  the  Agency  and  Investment  Company. 

"That  the  acceptance  of  the  office  of  President  by  tbe  said 
Chas.  M.  Turner,  shall  not  change,  increase  or  decrease  his 
salary  or  compensation  as  specified  and  agreed  upon  in  the  con- 
tract between  bim  and  the  said  Agency  and  Investment  Com- 
pany, dated  February  24th,  1894; 

"That  in  event  of  the  termination  in  any  way  at  any  time  of 
the  contracts  to  be  so  made  and  entered  into  by  and  between  this 
company  and  the  said  Agency  and  Investment  Company  and  the 
said  Charles  M.  Turner,  then  and  thereupon  each  and  all  of  said 
parties  shall  be  restored  to  and  entitled  to  all  the  benefits  and 
conditions  of  the  contracts  now  existing  between  said  com- 
panies, and  between  said  companies  and  Turner,  dated  February 
24th,  1894. 

"Be  it  further  resolved,  that  the  proposed  contract  between  the 
Agency  and  Investment  Company  and  this  company,  also  the 
proposed  contract  between  Charles  M.  Turner  and  this  company, 
be  and  the  same  hereby  are  in  all  things  approved." 

!MK.  HUG-HES:  I  offer  in  evidence  contract  dated  February 
13th,  1902,  between  Chas.  M.  Turner  and  the  Security  Mutual 
life  Insurance  Company. 

(Paper  marked  Exhibit  618.) 

Mr.  Hughes  read  Exhibit  618. 

ME.  HUG-HES:  A  further  contract  is  produced  between  the 
Agency  and  Investment  Company  and  Chas.  M.  Turner,  dated 
February  13th,  1902,  which  I  offer  in  evidence. 

(Paper  marked  Exhibit  619.) 

Mr.  Hughes  read  Exhibit  619, 

ME.  HUGHES:  Also  a  contract  of  the  same  date,  February 
13th,  between  the  Agency  and  Investment  Company  and  the 
Security  Mutual  Life  Insurance  Company. 

(Paper  marked  Exhibit  620), 

Mr.  Hughes  read  Exhibit  620. 
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Q.  Now  subsequently,  in  February,  1903,  a  furtber  contract 
witb  tbe  Agency  and  Investment  Company  was  autborized  by 
tbe  directors  of  the  insurance  company  ?    A.  Yes,  sir. 

ME.  HUGHES:    I  will  read  tbe  resolution: 

"Meeting  of  tbe  Board  of  Directors  February  3rd,  1903.  Tbe 
following  resolution  was  offered,  seconded  and  unanimously 
adopted: 

"Wbereas,  tbe  contract  was  made  under  date  of  February 
24tb,  1904,  between  tbis  company  and  tbe  Agency  and  Invest- 
ment Company,  wbicb  said  contract  is  in  full  force  and  effect; 
and 

"Wbereas,  tbe  said  Agency  and  Investment  Company  bas  sug- 
gested a  niodification  of  said  contract  so  as  to  limit  in  amount 
tbe  moneys  to  be  bereafter  paid  by  tbis  company  to  said  Agency 
and  Improvement  Company  and  tbe  amount  of  business  wbicb 
said  Agency  and  Investment  Company  will  bereafter  guarantee 
to  tbis  company;  and 

"Wbereas,  tbe  members,  in  annual  meeting  tbis  day  beld, 
autborized  and  directed  tbis  board  of  directors  to  make  and 
enter  into  a  contract  along  tbe  lines  aforesaid  and  sucb  proposed 
contract  was  actually  submitted  to  and  approved  at  said  annual 
meeting,  therefore  be  it. 

"Eesolved,  that  the  treasurer  and  comptroller  of  tbis  company 
be  and  they  hereby  are  especially  authorized  and  directed  to 
make  and  enter  into  a  contract  with  the  said  Agency  &  Invest- 
ment Company  under  and  by  the  terms  of  which  this  company 
shall  not  at  any  time  bereafter  be  obligated  to  pay  to  said 
Agency  &  Investment  Company  any  moneys  in  excess  of  a  sum 
sufficient. 

"First,  to  pay  tbe  salary  and  compensation  of  Chas.  M.  Turner 
and  bis  successor  as  required  by  terms  of  existing  contracts. 

"Two.  To  pay  all  necessary  expenses  of  said  Agency  &  In- 
vestment Company  including  taxes  and  other  disbursements  and 
expenditures. 

"Three.  To  pay  dividends  at  the  rate  of  12  per  cent,  per 
annum  on  the  capital  stock  of  said  Agency  &  Investment  Com- 
pany which  has  been  or  may  hereafter  be  due  not  to  exceed  the 
present  autborized  capital  of  said  company,  said  contract  also  to 
reduce  the  amount  of  insurance  guaranteed  by  tbe  Agency  & 
Investment  Company  from  $5,000,000  to  3,500,000  per  annum. 
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-i3e  it  further  resolved,  that  the  contract  submitted  herewith 
be  approved  and  that  the  officers  aforesaid  be  expressly  em- 
powered and  directed  to  execute  said  contract  with  said  Agency 
&  Investment  Company." 

Q.  And  this  is  the  contract  entered  into  pursuant  to  that 
resolution  (handing  paper)  ?    A.  Yes. 

ME.  HUGHES:  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  621  and  read  by  Mr.  Hughes.) 

Q.  Now,  has  the  Agency  &  Investment  Company  had  any 
other  business  than  this  business  in  connection  with  the  Security 
Mutual  Life  Association,  or  Security  Mutual  Life  Insurance  Com- 
pany?   A.  No. 

Q.  You  have  a  statement  of  the  insurance  in  force  in  the 
insurance  company  at  the  end  of  each  year  from  the  date  of 
incorporation  up  to  and  including  December  31st,  1904?  A. 
.  Yes,  sir,  that  is  correct. 

MK.  HUGHES :  I  offer  this  statement  in  evidence. 

(Statement  marked  Exhibit  No.  622  and  read  by  Mr.  Hughes.) 

Mr.  Hughes  reads  Exhibit  No.  622. 

Q.  You  have  also  a  statement  of  your  premium  income  during 
these  years  ?    A.  Yes. 

ME.  HUGHES :  I  offer  that  statement  in  evidence. 

Paper  marked  Exhibit  No.  623, 

Q.  Now,  have  you  a  statement  of  the  amounts  paid  by  the 
Insurance  Company  to  the  Agency  &  Investment  Company  ?  A. 
That  is  the  statement. 

Q.  Is  that  a  complete  statement  of  all  sums  directly  or  in- 
directly paid  either  by  the  Insurance  Association  or  Insurance 
Company  to  the  Agency  &  Investment  Company  ?    A.  Yes. 

MK.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  624.) 

Mr.  Hughes  reads  Exhibit  No.  624. 

Q.  Now,  have  you  a  statement  of  the  dividends  paid  by  the 
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Agency    &  Investment  Company  from  the  date  of  its  incorpora- 
tion ?    A.  That  is  it. 

MR.  HUGHES:  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  625.) 

Mr.  Hughes  reads  Exhibit  No.  625. 

Q.  ISTow,  have  you  a  statement  of  the  salaries  paid  to  yoa  by 
the  Agency  &  Investment  Company  for  your  services  as  Secre- 
tary and  General  Manager  of  the  Insurance  Association  and  In- 
surance Company?     A.  Yes,  that  is  it. 

Q.  Is  that  a  complete  statement  of  all  the  moneys  you  have 
received?     A.  Every  dollar. 

Q.  From  the  Agency  &  Investment  Company,  or  from  the 
Association?     A.  Yes. 

Q.  Or  Insurance  Company?     A.  Yes. 

MR.  HUGHES:  I  offer  that  in  evidence. 
(Paper  marked  Exhibit  No.  626.) 
Mr.  Hughes  reads  Exhibit  No.  626. 

Q.  It  would,  therefore,  appear  that  the  Agency  &  Investment 
Company  paid  you  in  all  $146,315.24,  and  that  it  distributed  in 
dividends  $156,510?  The  balajice  of  the  $323,234.07  were  ex- 
pended by  the  Agency  &  Investment  Company  for  expenses? 
A.  Taxes  and  expenses,  yes,  sir. 

Q.  Then  there  were  no  officers  of  the  Agency  &  Investment 
Company  that  received  salaries?     A.  No,  sir. 

Q.  It  had  no  source  of  income  except  the  moneys  that  were 
received  from  the  insurance  company?  A.  l^r.  Hughes  let  me 
correct  that  last  statement.  I  think  my  impression  is  that  there 
is  a  salary  of  two  or  three  hundred  dollars  that  was  given  to  the 
treasurer  for  the  work  that  he  does  there,  to  pay  for  his  stenog- 
rapher. 

Q.  Two  or  three  hundred  dollars  a  year?  A.  I  don't  know 
just  what  it  is.  I  am  not  a  Director  of  the  Agency  &  Investment 
Company  and  don't  know  anything  about  it. 

MR.  JENKINS:     Two  hundred  dollars. 

THE  WITNESS:     Two  hundred  dollars,  yea. 

Q.  The  Agency  &  Investment  Company  disbursed  to  you  for 
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your  salary  $146,000  and  it  paid  in  dividends  $156,000,  making 
a  total  of  $302,000  and  the  residue  of  about  $21,000  it  paid  out 
in  petty  expense  and  taxes  and  so  fortli?  A.  I  suppose  so;  I  don't 
know. 

BY  ME.  KOGEES: 

Q.  Who  are  the  present  officers  of  the  Agency  &  Investment 
Company?  A.  I  could  not  tell  you;  in  fact,  I  don't  know  ahout 
it;  my  impression  is  Mr.  Hirschmann  is  president;  in  fact,  I  know 
he  was  two  years  ago;  I  think  he  is  now;  I  don't  know  any  further 
than  that. 

Q.  In  your  statement  of  the  salary  received  there  is  a  consider- 
able amount — salary  received  by  you — there  is  a  considerable 
amount  which  was  received  by  you  prior  to  1894  when  the  com- 
pany was  incorporated,  the  Agency  &  Investment  Company?  A. 
Yes,  sir. 

Q.  Something  over  $11,000,  so  that  when  I  said  that  the 
Agency  &  Investment  Company  had  paid  you  in  all  $146,000 
I  included  some  moneys  which  had  been  paid  you  for  your  salary 
before  that  company  was  incorporated?  A.  This  covers  the 
salary  for  pretty  near  twenty  years. 

Q.  Yes,  but  if  you  will  direct  your  attention  to  what  I  am  now 
stating —     A.  Yes,  I  understand. 

Q.  There  is  a  certain  amount  of  that  total  of  $146,000  paid 
you  which  was  not  paid  by  the  Agency  &  Investment  Company? 
A.  Yes,  sir. 

Q.  So  that  there  was  a  larger  difference  between  the  total 
amounts  which  the  Agency  &  Investment  Company  had  received 
from  the  Insurance  Company  and  the  amount  which  was  dis- 
bursed by  it  in  the  payment  of  your  salary  and  in  the  payment  of 
dividends.  Now,  out  of  that  residue  did  the  Agency  &  Investment 
Company  pay  back  any  of  this  $22,500  ?  A.  Yes,  paid  it  all  back ; 
I  had  forgotten,  yes. 

Q.  So  that  the  Agency  &  Investment  Company  borrowed  the 
$22,500  which  it  advanced  to  the  Life  Association  and  then  out 
of  its  revenue  from  the  Life  Association  for  the  Insurance  Com- 
pany it  deducted  enough  to  pay  off  that  loan  ?  A.  Yes,  it  paid 
that  loan. 

Q.  So  that  the  disbursements  by  the  Agency  &  Investment  Com- 
pany consisted  in  the  first  place  of  your  salary,  in  the  next  place  of 
certain  petty  expenses  and  in  the  next  place  of  the  return  of  the 
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$22,500  to  the  people  that  advanced  the  money,  and  in  lie  next 
place,  of  the  dividends  ?    A.  Yes. 

Q.  That  covers  the  whole  business  ?    A.  Yes. 

Q.  The  Agency  &  Investment  Company  had  no  other  business 
but  to  pay  your  salary  and  get  these  dividends  ?    A.  Yes. 

Q.  So  that  in  fact  the  arrangement  now  is  between  the  Agency 
&  Investment  Company  and  the  Life  Insurance  Company  that 
the  Life  Insurance  Company  will  pay  over  to  the  Agency  &  Invest- 
ment Company  enough  to  pay  your  salary  ?    A.  Yes,  sir. 

Q.  Enough  to  enable  them  to  pay  its  necessary  expenses?  A. 
Yes,  sir. 

Q.  And  to  pay  the  dividend  of  twelve  per  cent,  upon  its  capital 
stock?    A.  Yes. 

Q.  And  upon  such  capital  stock  as  it  may  have  outstanding  up  So 
the  total  authorized  amount  of  $250,000  ?    A.  No,  sir. 

Q.  Is  that  right  ?  A.  I  don't  know  whether  that  is  right  or  not. 
There  is  some  treasury^  stock  there  which  will  never  be  sold. 

Q.  The  provision  is  to  pay  dividends  at  the  rate  of  twelve  per 
cent,  per  annum  on  the  capital  stock  of  said  Agency  &  Investment 
Company  which  has  been  or  may  hereafter  be  issued,  not  to  exceed, 
however,  the  present  authorized  capital  of  said  company  ?  A.  That 
is  the  contract,  yes,  sir,  but  there  is  $75,000'  of  capital  stock  there 
which  has  never  been  issued,  and  never  will  be. 

Q.  So  that  at  present  the  Agency  &  Investment  Company  is  pay- 
ing 12  per  cent,  dividends  upon  the  $175,000  of  issued  stock  ?  A. 
$175,000.  Mr.  Hughes,  I  would  like  to  state  there — ^I  do  not  think 
it  would  be  fair  to  leave  this  thing  go  without  stating  that  the 
amount  of  money  which  has  been  advanced  to  build  up  the  Security 
Mutual  Life  Association  by  the  individuals  —  by  myself  and  by 
the  individuals  who  made  advances  together  with  me  in  the  start 
and  by  the  agency  company,  their  capital  stock  of  $175,000,  if  they 
are  put  together  with  interest  at  6  per  cent,  would  amount  to  $300,- 
000,  which  is  about  three  hundred  thousand  dollars,  up  to  1904,  the 
Agency  Company  proper  had  received  back  in  dividends  $156,000. 

Q.  And  got  a  12  per  cent,  investment  upon  $175,000  ?  A.  Left, 
yes,  sir. 

BY  THE  OHAIRMAlSr: 

Q.  Of  that  amount  you  spoke  of  $300,000,  the  principal  is  in 
the  neighborhood  of  $85,000,  is  it  not?    A.  How  is  that? 

Q.  How  much  of  that  is  principal  and  how  much  interest  ?    A. 
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I  figure  $85,000  on  advances,  and  add  to  it  your  salary  and  we 
have  the  amount. 

MR.  HUGHES :    The  salary  is  pair  for  outside. 

THE  CHAIRMAN:  Then  $85,000  appears  to  have  heen  the 
amount  advanced. 

BY  MR.  HUGHES: 

Q.  Pardon  me  a  minute.  Won't  you  tell  us,  Mr.  Turner, 
just  how  much  was  advanced  by  the  individuals  prior  to  the 
incorporation  of  the  Agency  &  Investment  Company?  A.  The 
amount  was  advanced  for  what  we  received  stock  practically. 

Q.  How  much  was  that?  A.  I  received —  There  was  in  my 
case  additional  money  given  me  for  services — ^I  received  $40,000 
stock  and  the  balance  they  received  six  thousand  dollars  of  stock 
each  for  the  money  they  had  advanced  and  the  interest  on  the 
money,  use  of  the  money  up  to  the  time 

Q.  IFp  to  1894  how  much  money  had  been  advanced  by  those 
who  organized  the  Agency  &  Investment  Company  to  the  Se- 
curity Mutual  Life  Association  ?  A.  By  them  and  by  the  Agency 
Investment  Company  do  you  mean? 

Q.  ISTo,  I  am  speaking  of  the  amount  advanced  up  to  the 
time  of  the  organization  of  the  company.  A.  i.lnut  $300,000 
less  $175,000  with  the  interest  on  the  $17S,O0C  for  die  time  it 
was  advanced. 

Q.  Won't  you  put  that  directly?    A.  I  could  not  do  it. 

Q.  The  stock  of  the  Agency  &  Investment  Company  was 
$125,000  at  the  outset?     A.  Yes,  sir. 

Q.  Now,  to  what  extent  did  that  represent  cash  that  had 
been  advanced  to  the  Insurance  Association?  A.  I  cannot  tell 
you,  sir. 

Q.  Do  you  recall  upon  what  basis  the  stock  was  issued?  A. 
I  don't  know,  sir;  this  thing  took  place  a  good  while  ago,  and 
I  have  not  had  my  mind  refreshed  until  the  trouble  down  here. 

Q.  Was  the  total  amount  which  was  advanced  supposed  to 
be  with  interest  about  the  amount  at  which  the  company  was 
capitalized?    A.  I  think  there  was  a  little  leeway  there. 

Q.  Leeway  which  way?  A.  In  favor  of  the  people  who  had 
advanced  the  money. 

Q.  Now,  did  you  include  in  determining  the  amount  of  the 
advances  o'r  the  amount  for  which  stock  should  be  issued  the 
$25  000  which  was  to  be  paid  under  the  agreement  between 
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tte  Agency  &  Investment  Company  and  the  Life  Association  ? 
A.  I  may  be  dumb,  but  I  don't  just  catcb  wbat  you  mean. 

Q.  In  the  agreement  of  February,  1894,  it  is  provided  that 
the  Agency  &  Investment  Company  should  advance  $25,000  ? 
A.  Which  they  did. 

Q.  Well,  now,  in  estimating  the  amount  at  which  you  were 
to  capitalize  the  investment  company,  did  you  have  in  contem- 
plation that  advance?  A.  They  should  advance  that  and  they 
did  advance  it  in  cash. 

Q.  Did  you  include  that  in  the  amount  of  $125,000?  A. 
Sure. 

Q.  Certain  you  did?    A.  Yes. 

Q.  Now,  the  agreement  also  provided  that  you  were  to  pay 
about  twelve  thousand  dollars  of  existing  indebtedness?  A. 
Yes,  sir. 

Q.  Did  you  include  that  also  in  the  amount  in  fixing  the 
capital?    A.  Yes. 

Q.  Now,  there  is  a  total  of  $37,000.  ISTow,  thg  remainder  of 
the  $88,000  of  the  total  of  $125,000  represented  what?  A. 
Represented  the  amount  that  as  individuals  we  had  advanced 
in  the  earlier  years  of  the  Association,  and  an  allowance  in 
there  for  my  salary,  that  is  for  some  compensation. 

Q.  Now,  how  much  was  allowed  for  your  compensation?  A. 
I  could  not  tell  you. 

Q.  Could  you  tell  approximately?  A.  Why,  I  could  not 
do  it,  Mr.  Hughes. 

Q.  Was  it  ten  thousand  dollars  ?    A.  I  think  it  was  about  that. 

Q.  About  ten  thousand  dollars?     A.  Yes. 

Q.  Now,  what  was  the  balance  of  $78,000  —  was  that  all  rep- 
resentative of  advances  with  interest  ?    A.  No,  sir. 

Q.  How  much  of  the  $78,000  stood  for  advances,  and  interest? 
A.  Why,  I  could  not  tell  you  that  without  figuring  it  out,  with- 
out going  back  to  see,  because  I  nover  did Oh,  I  should  pre- 
sume the  advances  with  interest  from  a  half  to  two-thirds  of  it. 

Q.  Well,  would  fifty  thousand  dollars  cover  it?  A.  I  think 
very  likely  it  would. 

Q.  And  the  remaining  $28,000  was  velvet?     A.  Yes,  sir. 

Q.  Then,  later  on  when  you  increased  the  stock  $125,000  to 
$175,000,  took  the  stock  —  did  those  that  were  arranging  to  put 
up  that  money  for  the  benefit  of  the  insurance  company  take  the 
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stock  for  that  amount?  A.  No,  sir,  it  was  sold  to  other  people 
entirely. 

Q.  With,  the  exception  of  the  ten  thous.and  dollars  you  have 
mentioned?    A.  Well,  yes. 

Q.  That  is  of  the  stock  you  took  with  Mr.  Phelps  in  order  to 
provide  for  Mr.  Moss?  A.  With  the  exception  of  that  it  was  sold 
to  other  people. 

Q.  And  the  moneys  advanced?    A.  And  the  moneys  advanced. 

Q.  So  that  the  $175,000  of  the  stock  of  the  Association  in 
effect  represents  about  $50,000  of  the  advances  of  yourself  and 
your  original  associates  ?  And  the  interest  upon  it,  about  $10,000 
which  was  given  to  you  as  compensation,  and  about  $37,000  which 
it  was  contemplated  would  be  advanced  under  contract  and  about 
$50,000  of  later  advances  and  $28,000  of  good  measure?  A.  Per- 
haps you  are  right;   I  would  not  say  so. 

Q.  I  think  you  will  find  —  I  have  looked  it  over  —  I  figured  it 
up  about  right.  Now,  then,  did  you  adopt  this  plan  because  you 
thought  it  preferable  to  have  such  a  company  to  supply  money 
that  might  be  needed  for  the  Association  and  that  arrangements 
for  receiving  a  return  upon  it,  to  having  a  capital  stock  insurance 
company?  A.  We  could  not  have  a  capital  stock  insurance  com- 
pany, Mr.  Hughes.  At  the  time  we  reorganized  we  perhaps 
might  have  reincorporated  as  a  stock  company,  but  it  was  against 
the  principles  of  the  company  and  what  I  believed  in,  and  we  did 
not  organize  as  a  stock  company;  we  organized  as  a  mutual  com- 
pany; you  mean  at  the  time  this  agency  company  was  formed? 
We  simply  had  to  have  something;  we  were  running  behind;  we 
got  ill  debt  twelve  thousand  dollars  and  we  had  to  do  something 
to  get  money,  or  I  had  to,  because  all  I  had  in  the  world  was  in- 
vested in  the  company. 

Q.  What  is  your  present  arrangement  with  regard  to  the  man- 
agement of  the  insurance  company?  Do  you  have  annual  meet- 
ings for  the  election  of  officers?    A.  Yes,  sir. 

Q.  Of  directors?  A.  Yes,  sir  —  annual  meeting  for  the  elec- 
tion of  directors;  then  the  directors  elect  the  officers. 

Q.  Do  you  have  votes  by  proxy  at  the  annual  meetings?  A. 
Well,  we  never  have  usually  many  proxies;   I  have  some  proxies. 

Q.  How  many  proxies  do  you  hold?  A.  Why,  I  could  not  say, 
Mr.  Hughes.  I  have  not  seen  a  proxy,  in  two  years,  I  don't  think, 
but  I  presume  I  hold  —  each  one  thousand  dollars  is  entitled  to 
a  vote,  and  I  presume  I  hold  from  one  to  two  thousand  of  those 
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proxies,  I  question  if  it  is  two  thousand  —  one  thousand  vsdll  come 
nearer  to  it. 

Q.  "What  notice  do  you  give  the  policyholders  of  the  meeting? 
A.  I  wish  Mr.  Jenkins  would  explain  our  notice. 

ME.  HUGHES:  Perhaps  you  have  a  minute?  Have  you  a 
copy  of  minute  of  your  annual  meeting  ? 

ME.  JENEHSTS:  Notice  is  given  by  publishing' in  papers  in 
Albany  and  Binghamton. 

Q.  Is  there  any  notice  given  to  the  policyholders  by  mail? 
A.  No,  sir,  Mr.  Hughes,  we  do  this,  we  put  a  notice  in  our  policy 
contract. 

Q.  You  mean  endorsed  upon  the  envelope  ?  A.  'No,  sir,  in  the 
contract  itself,  we  make  a  statement  when  the  annual  meeting  is. 

Q.  Do  you  give  any  other  notice  to  policyholders  than  is  pub- 
lished ia  those  papers  and  than  is  contained  in  the  policy?  A. 
No,  sir. 

Q.  How  many  policyholders  attended  in  person  at  your  last 
annual  meeting  ?  A.  I  copld  not  tell  you,  Mr.  Hughes ;  I  would 
like  to  make  just  a  little  statement  about  that.  I  cannot  remem- 
ber the  date,  but  for  a  long  time  we  mailed  notices  to  our  policy- 
holders ;  the  by-laws  required  it. 

Q.  Mr.  Jenkins  said  that  was  up  to  1898.  A.  I  presume  he 
is  right. 

Q.  You  mailed  a  notice  to  your  members  in  advance  of  each 
annual  meeting?     A.  Yes. 

Q.  Why  did  you  discontinue  that  practice  ?  A.  I  don't  know, 
sir.  We  were  never  able  to  get  any  of  our  members  there  much 
outside  of  our  agency  force,  and  our  articles  of  incorporation 
provided  we  should  make  the  notice  by  publication. 

Q.  In  the  minutes  of  the  last  annual  meeting  held  February 
Yth,  1905,  it  appears  that  Charles  M.  Turner,  James  W.  Manier 
and  Frederick  W.  Jenkins  were  elected  directors^  each  receiving 
'368%  ballots.  Now,  who  cast  those  ballots?  A.  I  don't  re- 
member that  any  proxies  were  used  in  that  election. 

Q.  Who  cast  the  ballots  ?  There  were  not  368  present,  were 
there?  A.  No,  a  man  holding  $20,000  insurance  would  have 
twenty  votes. 

Q.  Would  have  twenty  votes  ?     A.  Yes,  sir.  » 

Q.  So  the  368  ballots  means  368  votes?     A.  368  votes. 
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Q.  Means  $368,000  worth  of  insurance  ?  A.  Means  $368,000 
worth  of  insurance. 

Q.  How  many  were  there?  A.  I  don't  know;  I  could  not  tell 
you. 

Q.  Were  there  a  dozen  there  ?  A.  Yes,  I  presume  there  was 
twenty. 

Q.  Who  were  they  ?     A.  I  don't  know. 

Q.  Connected  with  the  company?  A.  Yes,  and  policyholders 
in  Binghamton. 

Q.  Employes  of  the  company  in  Binghamton?  A.  Well,  a 
few ;  I  think  there  is  not  a  very  large  percentage  of  our  employes 
that  are  insured  with  ua, 

Q.  Are  you  insured  in  the  company  ?     A.  Yes,  sir,  I  am. 

Q.  To  what  amount?     A.  $24,000. 

Q.  Have  you  received  any  commissions  upon  such  insurance? 
A.  No,  sir. 

Q.  Have  you  ever  received  any  commissions  ;ipon  insurance 
in  any  company?  A.  Well,  I  would  not  say — that  is  all  the 
insurance  I  have  got- — I  would  not  say  that  I  had  not —  some 
agent  had  not  given  me  a  reduction  of  premium,  but  still  I  don't 
know  of  a  case  where  they  did;  I  have  no  knowledge  that  they 
ever  did;  I  have  never  carried  very  much  insurance  anyway. 

Q.  Have  you  continued  to  act  as  president  since  the  time  when 
you  were  first  chosen  as  shown  by  the  minutes  that  have  been 
read?     A.  Yes,  sir. 

Q.  Under  the  same  terms?     A.  Yes,  sir. 

Q.  And  the  contract,  the  last  contract  with  the  Agency  & 
Investment  Company  that  has  been  introduced  in  evidence  has 
not  been  modified  or  changed?     A.  No,  sir,  not  at  all. 

Q.  Have  you  received  any  salary  as  president  other  than  tlie 
compensation  originally  provided  for  you  as  secretary  and  general 
manager,  and  continued  to  you  as  president?     A.  No,  sir. 

Q.  What  other  officers  of  the  insurance  company  received  com- 
pensation ?     A.  The  third  vice-president,  Mr.  Jenkins. 

Q.  Have  you  a  statement  of  the  salaries  here  ?     A.  Yes,  sir. 

ME.  HUGHES:  I  will  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  627.) 

ME.  HUGHES:    President $23,500 

Third  vice-president  and  counsel 10,000 

THE  WITNESS:  That  is  for  this  year. 
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Q.  This  is  a  list  of  salaries  for  1905  ?    A.  Yes,  sir. 
(Exhibit  62Y  read  by  Mr.  Hughes.) 

Q.  This  amount  of  the  president's  salary,  $23,500,  is  fixed  in 
the  same  manner  as  provided  by  the  contract?    A.  Yes,  sir. 

Q.  Who  is  the  third  vice-president  and  the  counsel?  A.  Mr. 
Jenkins. 

Q.  Does  he  receive  any  additional  compensation  for  legal  ser- 
vices? A.  He  does  not;  and  it  is  only  fair  to  state,  Mr.  Hughes, 
and  I  Avant  to  state  it,  that  in  Mr.  Manier's  case,  who  is  our 
treasurer,  the  reason  that  the  salary  is  so  small,  he  was  formerly 
president  of  the  Susquehanna  Valley  Bank,  and  the  reason  that 
his  salary  is  so  small  is  that  he  devotes  a  portion  of  his  time  to 
other  interests;  he  is  the  executor  and  administrator  of  several 
large  estates,  and  a  portion  of  his  time  is  devoted  t©  that  business. 
In  Mr.  Jenkins'  case  I  want  to  state  that  he  has  been  associated 
with  this  company  since  —  I  could  not  state  —  that  date,  Mr. 
Jenkins  ? 

MRJElSTEmS:     Sixteen  years. 

THE  WITlsTESS:  Near  sixteen  years,  that  for  his  work  for 
the  company  during  the  early  years  his  compensation  was  nominal, 
as  was  mine. 

BY  ME.  COX: 

Q.  Is  that  president's  salary  in  addition  to  his  compensation 
in  the  Agency? 

THE  WITTs^ESS:     l^o,  sir. 

ME.  HUGHES:     The  same  thing  as  I  understand. 

THE  WITNESS:    That  is  all  there  is  to  it. 

Q.  Who  is  the  comptroller  ?    A.  Z.  B.  Phelps. 

Q.  Who  is  the  assissant  general  manager?    A.  Mr.  A.  B.  Howe. 

Q.  I  see  no  secretary  mentioned  here.  Do  you  still  hold  the 
office  of  secretary?  A.  I  do,  sir;  it  was  simply ' dropped  at  the 
time  I  was  made  president;  there  is  no  salary. 

Q.  You  hold  the  office  of  general  manager?  A.  Of  general 
manager  and  president. 

Q.  And  you  get  the  one  compensation?  A.  The  one  com- 
pensation. 

Q.  The  treasurer  you  have  already  referred  to. 
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MR.  EOGERS:     What  is  the  treasurer's  salary? 
MR.  iroGHES:     $1,800. 

Q.  Who  is  the  medical  director?     A.  Dr.  Lounsbury. 

Q.  Who  is  actuary  ?    A.  D.  S.  Jackson. 

Q.  Who  is  the  registrar?    A.  Mr.  C.  La  Due. 

Q.  Who  is  agency  director?  A.  Well,  that  is  a  mistake;  it  is 
agency  secretary;  it  is  Mr.  C.  H.  Jackson,  that  is  the  initials. 

Q.  And  the  cashier?     A.  Mr.  J.  B.  Abbott. 

Q.  Who  is  first  vice-president?    A.  Mr.  W.  G.  Phelps. 

Q.  Does  he  receive  any  compensation  from  the  company?  A. 
No,  sir. 

Q.  Who  is  second  vice-president?     A.  George  W.  Dunn. 

Q.  Does  he  receive  any  compensation  from  the  company?  A. 
'No,  sir. 

Q.  Have  those  salaries  been  changed  from  last  year?  A.  Tes, 
sir. 

Q.  In  what  respect?  A.  Well,  I  could  not  tell  you  about  the 
siaaller  salaries;  I  think  they  remained  practically  the  same,  but 
my  salary,  of  course,  was  increased  by  the  fifty  cents  a  thousand 
on  the  additional  insurance,  you  see. 

Q.  Your  salary  is  and  has  been  right  along  50  cents  on  each 
thousand  of  insurance  in  force  on  the  books  of  the  Association 
on  the  preceding  December  3 1st?  A  Tes,  sir.  Well,  now,  Mr. 
Jenkins'  salary,  the  third  vice-president,  he  never  devoted  his  en- 
tire time  to  our  company  until  this  year. 

Q.  Until  last  year?     A.  This  last  year. 

Q.  1904?  A.  Yes,  and  his  salary  was  raised  to  the  present 
amount  because  he  gave  up  all  of  his  business  and  gave  his  entire 
time  to  the  company. 

Q.  And  what  was  his  salary  ?  A.  I  don't  know  about  that;  he 
has  it. 

BY  ME.  COX: 

Q.  You  say  that  Mr.  Jenkins  does  not  do  anything  else  as 
attorney?     A.  That  is  his  entire  business. 
Q    He  is  not  practicing  law,  then?     A.  No. 

MR.   HUGHES:  Mr.  Jenkins    presents    a    statement  of   his 

salary. 

BY  MR.  COX: 

Q.  Is  not  Mr.  Jenkins  a  member  of  the  law  firm  there?  A. 
Yq3,  but  he  does  not  give  it  any  time. 


3356  Legislative  Insurance  Investigation. 

Q.  He  does  not  give  it  any  time?     A.  None  at  all. 
Q.  He  is  interested  in  the  business,  isn't  lie?    A.  I  don't  tliink 
so. 

ME.  JENBIlSrS:  Not  at  all,  sir? 

THE  WITNESS:  I  don't  think  he  has  any  at  all  They  sim- 
ply were  his  partners  before  he  left  his  name  there,  Jenkins  & 
Company.     I  know  he  has  no  business  with  them. 

Q.  Have  you  any  relatives  employed  in  connection  with  this 
business?     A.  Yes,  sir. 

Q.  "Who  are  they?  A.  WeU,  I  have  my  wife — I  have  my 
nephew — my  wife's  nephew;  I  have  my  son  and  my  son-in-law. 

Q.  Any  one  else?     A.  And  my  wife's  sister's  husband. 

Q.  Is  that  the  complete  list?  A.  That  is  the  complete  list, 
I  think.     I  will  give  you  their  salaries,  if  you  want  it. 

EY  ME.  HUGHES: 

Q.  Better  state  them?  A.  "Well,  my  son  gets  two  himdred  dol- 
lars a  month. 

Q.  Is  he  on  this  list?  (showing  witness  paper).  A.  No,  he  is 
not  on  it — ^yes,  he  is,  too. 

Q.  "What  position  does  he  hold?     A.  Assistant  Secretary. 

Q.  Assistant  Secretary?     A.  Yes. 

Q.  $2,400?       A    Yes. 

Q.  "Well,  what  was  the  compensation  of  the  other  persons  who 
are  related  to  you?     A.  My  son-in-law  gets  the  same  amount. 

Q.  What  is  his  position?  A.  Well,  he  is  devoting  his  time 
now  to  auditing;  we  are  about  changing  our  system  of  collec- 
tions; we  have  not  been  satisfied  with  the  reports  we  are  getting 
and  could  not  get  them  close  enough  up,  had  two  or  three  defal- 
cations by  reason  of  it,  and  we  are  changing  the  system,  and  he 
is  now  devoting  his  entire  time  to  it. 

Q.  How  old  is  he  ?     A.  I  don't  know;  he  is  about  32,  I  think. 

Q.  How  old  is  your  son?     A.  27. 

Q.  How  long  has  he  been  connected  with  the  company?  A. 
My  son? 

Q.  Yes.  A.  Why,  I  think  since,  he  was  about  twenty-one; 
haven't  you  a  list  of  the  salaries  there  ?  Here  is  the  salaries  -paid 
since  he  came  in  the  company. 

Q.  Is  this  a  correct  statement  of  your  son's  compensation? 
A.  That  is  right. 
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Q.  Do  those  first  items  mean  for  the  entire  year?  A.  Entire 
year. 

Q.  1899,  $240.  1900,  $300.  1901,  $600.  1902  contains  a 
note  "  In  charge  of  class  0,  advances  against  commissions."  A. 
I  will  tell  you;  in  1902  we  started  what  we  called  a  semi-indus- 
trial department  and  my  son  was  put  in  charge  of  it  and  was  to 
have  a  commission,  but  I  soon  became  convinced  that  it  was  not 
the  kind  of  business  that  I  wanted  to  do,  and  it  was  discontinued 
and  during  the  time  that  year  he  had  no  salary,  and  his  com- 
pensation did  not  amount  to  anything,  I  do  not  think,  at  all. 

Q.  In  1903  it  was  $1,200.  1904,  $2,400.  1905,  $2,400.  When 
did  your  son-in-law  become  connected  with  the  company  ?  A. 
I  think  that  is  a  mistake ;  I  do  not  think  my  son  has  had  a  salary 
of  $200  a  month  except  this  year.  I  think  that  was  $1,200  last 
year ;  I  think  there  has  been  a  mistake  there ;  I  think  it  has  been 
$1,200  up  to  this  year. 

Q.  When  did  your  son-in-law  become  connected  with  the  com- 
pany ?  A.  About  three  years  ago,  I  think,  about  the  time  you 
came,  wasn't  it,  Mr.  Dickenson? 

MR.  JEISTKINS :  Two  and  a  half  years  ago. 

ME.  HUGHES :  He  has  been  on  a  salary  of  $2,400  a  year  ? 

ME.  JElSTKIlSrS :  Yes,  ever  since  I  came  there. 

Q.  What  are  the  positions  held  by  other  relatives  and  their 
compensations  ?  A.  My  wife's  sister's  husband  has  been  with 
me  about  27  years;  he  was  then  clerk  of  the  medical  department; 
he  gets  a  salary  of  $1,800  a  year.  Y  Eiker,  who  is  assistant 
cashier,  whose  name  does  not  appear  here,  has  been  with  me — 
commenced  with  me  as  an  office  boy  I  presume  eight  or  ten  years 
ago  at  a  salary  of  five  or  six  dollars  a  week.  He  now.  receives 
a  hundred  dollars  a  month. 

Q.  What  is  his  relation?     A.  He  is  assistant  cashier. 

Q.  What  is  his  relation  to  you  ?  A.  His  relation  to  my  wife 
is  that  of  nephew. 

Q.  You  have  mentioned  four.  Are  there  any  others?  A.  I 
don't  think  there  are  any  others. 

BY  ME.  COX. 

Q.  There  is  another  nephew,  isn't  there?  You  mentioned  a 
while  ago  your  nephew  ?     A.  No,  I  have  not  any  nephew ;  I  have 
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only  the  one,  that  is  my  wife's  —  Mr.  Eiker,  who  is  assistant 
cashier. 

Q.  I  understood  you  to  mention  two  nephews  ?  A.  It  is  a 
mistake ;  I  did  not  intend  to. 

BY  THE  CHAIEMAN: 

Q.  Have  you   never  paid  your  vice-presidents   salaries  ?     A. 
Mr.  Phelps  or  Col.  Dunn  ? 
Q.  Yes.     A.  No,  sir. 

BY  ME.  HUGHES : 

Q.  What  officei'S  of  your  company  are  stockholders  of  the 
Agency  &  Investment  Company?  A.  What  officers  of  the  com- 
pany? I  think  pretty  much  all  have  got  some  of  the  stock.  They 
did  not  have  it  originally  but  they  bought  it  afterwards — small 
amounts — I  don't  know  how  much ;  at  least  I  know  that  for 
instance  I  am  myself  and  Mr.  Jenkins  has  some  of  the  stock. 

Q.  How  much  do  you  hold  ?     A.  $18,000  now. 

ME.  HUGHES :  A  list  of  the  stockholders  of  the  Agency  & 
Investment  Company  is  produced  and  offered  in  evidence. 

(Paper  marker  Exhibit  628.) 

Q.  Without  reading  this  entire  list  I  would  like  to  have  you 
take  it  and  read  upon  the  record  those  who  are  officers  or  direc- 
tors of  the  insurance  company.  A.  As  I  understand  Mr.  Hughes, 
he  wants  to  know  who  holds  stock  and  how  much  they  hold  in  the 
Agency  Comany — the  directors  of  the  insurance  company.  Head- 
ing the  list  is  my  own  name,  180  shares.  ISText  is  James  W. 
Manier,  70  shares;  H.  J.  Gaylord,  100  Shares;  George  W.  Dunn, 
60  shares;  Charles  M.  Stone,  60  shares;  W.  G.  Phelps,  150 
shares.  There  are  several  of  my  agents  in  here  who  have  bought 
small  blocks  of  the  stock,  Mr.  Hughes. 

Q.  I  was  referring  to  those  who  are  officers  or  directors  of  the 
insurance  company.  A.  I  will  look  that  down.  Here  is  E.  W. 
Jenkins,  45  shares ;  Z.  B.  Phelps,  90  shares ;  that  is  all. 

THE  GHAIEMAIST:  Have  you  the  list  checked  now,  Mr. 
Turner?  A.  I  have  checked  the  officers  and  the  directors  who 
own  stock. 

BY  ME.  HUGHES :  Q.  This  is  a  statement  of  the  amounts 
paid  to  Mr.  Jenkins  as  salary  ?     A.  Yes,  sir. 
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Paper  offered  in  evidence  by  Mr.  Hugtes,  marked  Exhibit  629 
and  read  in  evidence. 

Q.  I  understand  that  the  other  salaries  mentioned  in  Exhibit 
627,  apart  from  your  own,  which  varies  with  the  amount  of  in- 
surance in  force,  and  Mr.  Jenkins,  which  has  been  stated,  have 
remained  about  the  same  ?  A.  No,  sir,  they  have  increased ;  they 
used  to  be  less.  It  has  been  my  policy  to  increase  everybody  in  a 
reasonable  kind  of  a  way ;  that  is,  to  have  an  increase  with  the  in- 
creased prosperity  of  the  company,  but  they  have  not  varied  very 
much;  it  has  been  a  very  gradual  increase  for  instance,  Mr.  La 
Due,  who  is  registrar  there,  worked  the  first  two  years  for  our 
company  for  $600  a  year,  and  Mr.  Davis,  when  he  first  came  to 
me,  worked,  I  think — he  is  my  wife's  sister's  husband;  he  is  chief 
clerk  of  our  medical  department.  Mr.  Davis  worked  for  $600  a 
year;  he  now  gets  $1,800  a  year. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Turner,  don't  you  think  a  hundred  per  cent,  increase  is 
a  pretty  rapid  instead  of  a  gradual  increase  ?  A.  I  never  have 
increased  any  one  in  that  way  except  Mr.  Jenkins. 

Q.  I  thought  your  son  was  increased  from  $1,200  a  year  to 
$2,400  a  year  this  year?     A.  I  think  that  was  perfectly  proper. 

Q.  That  was  a  himdred  per  cent,  increase  ?  A.  Yes,  sir ;  I  am 
sure  he  don't  get  any  too  much  now. 

THE  CHAIRMAN: 

Q.  I  suppose  not;  but  when  you  spoke  of  this  as  a  gradual 
increase 

THE  WITNESS:  What  he  worked  for  before  he  ha§  done  for 
less  than  he  ought  to  have  had. 

BY  MR.  HUGHES: 

Q.  I  want  to  ask  you  what  is  the  attitude  of  you  company  with 
reference  to  duration  of  the  agreement  with  the  Agency  &  In- 
vestment Company  entered  into  on  Eebruary  12th,  1908:  Is  it 
your  understanding  that  that  is  a  perpetual  agreement?  A.  It 
is,  yes,  sir,  if  their  charter  is  perpetual. 

Q.  I  mean  during  the  life  of  the  agency  company  ?  A.  Yes, 
sir.     , 

Q.  You,  understand  that  that  obligation  to  pay  the  amoujit 
stated  to  the  Agency  &  Investment  Company  would  be  aft'ected 
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by  your  death?  A.  Why,  yes,  sir,  because  it  would  be  reduced 
by  the  difference  between  my  salary  and  the  six  thousand  dollars; 
that  is  all  taken  care  of  in  the  contract. 

Q.  Except  for  the  reduction  of  the  amount  to  be  paid  by  it, 
would  it  be  affected  by  your  death?  The  insurance  corporation 
would  still  be  bound  to  pay  enough  to  the  Agency  &  Investment 
Company  to  enable  the  latter  to  pay  dividends  at  twelve  per 
cen.  ?    A.  Twelve  per  cent. — that  is  right. 

Q.  That  will  continue  as  long  as  the  Agency  Company  and  your 
company  exist?    A.  Yes. 

Q.  Unless  changed  by  mutual  consent  ?  A.  Unless  changed  by 
mutual  consent. 

Q.  Now,  you  have  shoAvn  by  this  agreement  of  February,  1903, 
that  the  insurance  company  had  not  contemplated  paying  as 
much  money  to  the  Agency  &  Investment  Company  as  would  be 
payable  under  the  contract  of  February  24th,  1894,  if  it  remained 
unmodified?    A.  Yes,  sir. 

Q.  I  want  to  ask  you  to  what  extent  there  was  a  saving,  if  any, 
to  the  Insurance  Company  by  the  making  of  the  contract  of 
February,  1903  ?  A.  I  could  not  give  you  those  figures,  but  I 
have  stated  them  in  the  statement  I  prepared  to  you. 

Q.  Your  counsel  has  put  in  my  hands-  this  memorandima, 
which  he  desires  to  have  laid  upon  the  records,  and  I  will  do  so  if 
you  state  that  it  is  correct.    A.  Yes. 

ME.  HUGHES:  That  under  the  last-named  contract 

THE  WITNESS:  Which  was  the  contract? 

ME.  HUGHES:  On  February,  1903,  in  addition  to  the  $50,- 
000  released  from  the  agents'  ledger  balances  above  referred  to, 
the  insurance  company  saved  but  the  5  per  cent,  payment  under 
original  contract  during  the  year,  1903,  $19,679;  during  the 
year  1904,  $31,714,  or  a  total  saving,  as  is  put  here  to  January 
1st,  1905,  of  $101,000.  This  saving,  it  is  said  will  be  largely  in- 
creased annually  hereinafter,  as  the  insurance  company  continues 
to  grow.     That  is  the  end  of  the  statement. 

Q.  Now,  the  $50,000  released  agents'  ledger  balances  were  the 
secuiity  that  you  hold  for  the  $50,000  advanced?  A.  You  fig- 
ured that  as  forty-seven  and  something. 

Q.  I  figured  it  by  deduction  of  the  $2,100  you  receive  on  ac- 
count of  the  $50,000.     A.  I  know  you  did,  but  you  understand 
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■we  were  to  pay  back  that  $50,000  with  interest,  so  that  really  it 
was  more  than  $50,000  that  was  released  of  the  agency  company 
at  the  time  the  release  was  drawn. 

Q.  Whatever  amount  it  was,  that  was  the  part  that  was  figured 
in  advances  in  making  up  the  total  of  $175,000  represented  by  the 
present  capital  stock?      A.  Exactly. 

Q.  Apart  from  that  the  amount  of  the  savings  brought  about 
by  this  new  contract  was  that  instead  of  paying  5  per  cent,  pro- 
vided for  in  the  original  contracts — the  payments  were  to  be 
limited  to  what  was  sufficient  to  pay  your  salary  and  expenses  of 
the  agency  company  and  12  per  cent  dividend?    A.  Yes. 

Q.  And  that  amount  affected  a  saving  in  1904  of  $31,714,  is 
that  right?  A.  Yes,  that  is  right.  Will  you  permit  me  to  say 
that  amount  now  is  equal  to  the  entire  amount  paid  the  agency 
company.. 

Q.  What  amount  is  equal?    A.  The  saving  we  make. 

Q.  By  that  saving  you  mean  if  you  had  not  made  that  contract 
you  would  have  had  to  pay  just  so  much  more  than  you  do  now? 
A.  Over  what  we  are  paying  now. 

Q.  In  that  sense  it  is  a  saving?  A.  Mr.  Hughes,  if  we  had  col- 
lected the  5  per  cent — if  the  agency  company  had  insisted  upon 
the  5  per  cent  they  would  have  been  receivir^g  now  100  per  cent 
more  than  they  are  receiving  in  dividends. 

Q.  And  they  would  be  able  to  pay  dividends  of  20  per  cent  or 
more?  A.  More  than  that,  probably — ^yes,  30  per  cent.  In  other 
words,  this  is  what  I  want  to  say.  Instead  of  paying  5  per  cent 
to  the  agency  company  now,  as  we  originally  agreed  to,  we  are 
paying  about  2^  per  cent. 

Q.  That  is  5  per  cent  on  what?  A.  On  the  premiums  col- 
lected. Instead  of  paying  5  per  cent  on  the  premiums  collected 
we  are  making  that  saving. 

BY  THE  CHAIRMAN:  That  is  as  broad  as  it  is  long.  If  the 
company  should  pass  through  a  period  of  adversity  it  might 
amount  to  much  more  than  5  per  cent,  on  the  premiums,  A.  It 
cannot  exceed  5  per  cent,  under  any  conditions. 

BY  ME.  HUGHES: 

Q.  You  have  gotten  rid  entirely  of  the  5  per  cent,  basis  and 
vou  come  down  to  the  basis  of  whatever  you  receive  you  are  to 
pay    enough    to    the    agency    company    to  pay    your  salary  and 
dividends?    A.  Yes. 
106 
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Q.  Is  that  limited  to  a  5  per  cent,  limit? 

ME.  HUGHES:  My  attention  is  called  to  the  provision  as 
follows:  that  the  second  party  will  pay,  etc.,  any  and  all  moneys 
now  due  which  would  by  the  terms  of  this  contract  of  February 
24th,  1894,  and  any  time  hereafter  become  due  in  payment  tc 
said  second  party  in  excess  of  a  sum  sufheient  to  cover  the  fol- 
lowing items,  to  wit: — 

The  said  second  party  will  and  hereby  does  release  and  quit 
claim  to  said  first  party,  any  and  all  money  due  or  which  would, 
under  and  by  the  terms  of  said  contract  of  February  24th,  1894, 
become  due  and  payable  to  said  second  party,  in  excess  of  a  sum 
sufficieiit  to  cover  the  following,  to  wit: — 

First.     The  salary  and  compensation  of  Mr.  Turner. 

Second.    Necessary  expenses  of  the  investment  company. 

Third.  To  pay  dividends  at  the  rate  of  12  per  cent,  per  annum 
on  the  capital  stock  of  the  agency  which  has  been,  or  may  here- 
after be  issued  not  to  exceed  the  present  authorized  capital. 

THE  CHAIEMAJST:  That  is  the  limitation  because  the  origi- 
nal contract  was  5  per  cent,  and  that  releases  all  of  that  except 
so  much  that  may  be  necessary  to  do  the  same. 

ME.  HUGHES:  Yes,  precisely;  but  if  it  is  necessary  to  pay 
more  than  5  per  cent,  in  order  to  provide  12  per  cent,  dividends, 
is  it  not  the  understanding  that  that  should  be  paid? 

THE  WITNESS:    No,  sir. 

THE  CHAIEMAN:  The  contract  in  the  first  place  only  pro- 
vided for  5  per  cent.  Now  they  release  all  they  would  be  en- 
titled to  under  that  5  per  cent,  except  so  much  as  would  b» 
necessary  to  pay  those  things. 

ME.  HUGHES:  The  construction  is  made  more  clear  by 
the  conclusion  of  the  agreement  which  provides — my  attention 
is  now  drawn  to  that,  that  except  as  modified  the  old  agreement 
shall  remain  in  full  force  and  effect,  the  result  of  which  would 
be  that  they  were  to  pay  what  was  provided  under  the  old  agree- 
ment, provided  that  such  payment  should  not,  however,  exceed 
the  amount  necessary  to  make  those  three  payments. 

Q.  But  before  the  payment  of  5  per  cent,  would  be  exceeded 
by  the  requirements  of  this  last  contract,  your  business  would 
have  to  fall  off  about  one-haK,  wouldn't  it?  A.  Yes,  just  about 
half,  and  then  it  could  not  be  exceeded  under  any  conditions : 
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BY  MK.  HUGHES :  I  understand.  I  was  looking  at  the  prac- 
tical operation  of  it. 

THE  CHAIRMAN :  It  was  a  more  favorable  contract  to  the 
company  than  the  former  one? 

THE  WITNESS :  Exactly. 

ME.  HUGHES :  I  imderstand  the  point  of  Mr.  Turner  to  be 
that  it  was  so  far  more  favorable  that  had  the  original  contract 
been  insisted  upon  it  would  have  paid  the  agency  company  last 
year  $31,000  more  than  they  had  actually  to  pay,  and  a  still 
greater  amount  this  year  as  the  insurance  increased. 

THE  WITNESS :  It  amounts  to  just  about  double  what  we 
are  paying  the  company  this  year,  so  that  we  are  actually  only 
paying  about  '^lYz  per  cent.,  and  that  will  decrease  every  year  as 
we  continue  to  grow,  which  we  intend  to  do. 

Q.  The  whole  effect  of  it  was  that  the  agency  company  should 
be  permitted  to  discharge  its  obligation  and  get  12^2  per  cent. 
dividends,  provided  that  amount  did  not  exceed  the  original  con- 
tract commission  of  5  per  cent.  That  was  the  whole  scheme, 
wasn't  it  ?    A.  Yes. 

Q.  Of  course  your  salary  continues  to  increase  as  business 
grows?  A.  Well,  Mr.  Hughes,  that  is  the  weak  point  in  the 
contract.  It  don't  do  so.  Now,  at  the  time  that  the  dividends 
were  limited  to  12  per  cent.,  I  proposed  to  reduce  that  to  limit 
my  salary  not  to  exceed  $30,000.  I  was  advised  by  my  attor- 
ney, Mr.  Jenkins,  that  I  had  better  not  do  that  until  the  business 
in  force  on  the  books  was  sufficient  to  pay  me  the  amount  of 
salary;  I  did  not  say  $30,000.  I  said  not  to  exceed  that  I 
wanted  to  make  a  contract  at  that  time  that  the  salary  should 
not  imder  any  conditions  exceed  $30,000.  Mr.  Jenkins  advised 
me  not  to  do  that  \mtil  there  was  the  amount  of  business  on  the 
books  in  force  which  would  give  me  that. 

Q.  No  arrangement  has  yet  been  entered  into  by  you,  limit- 
ing your  salary  ?    A.  No,  sir,  none  at  all. 

Q.  Now  during  the  early  years  of  your  company,  it  did  a  sim- 
ples assessment  business  ?    A.  It  did,  yes,  sir. 

Q.  What  sort  of  a  policy  did  it  issue?  A.  Well,  Mr.  Hughes 
you  might  call  it  a  certificate  or  policy  —  we  called  it  a  policy. 
It  issued  a  policy  in  which  it  agreed  to  pay  a  certain  amount  of 
money  in  consideration  of  such  a  certain  stipulated  premium  pay- 
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ment.  You  understand  that  we  were  incorporated  under  Chap- 
ter 375  of  the  Laws  of  1883,  that  we  could  not  Issue  a  policy 
which  agreed  to  pay  in  full  the  face  of  it,  under  the  law,  and  wu 
could  not  limit  the  amount  of  cost  which  we  could  collect  on  that 
policy  in  an  emergency.  Now  at  the  time  —  I  don't  know  as  my 
way  suits  you  —  I  will  answer  your  qu^tions  whatever  they  are, 
but  I  will  make  an  explanation. 

Our  policies  contained  a  clause  which  provided  that  in  the 
event  of  a  death  rate  at  any  time  in  excess  of  the  tabulated  rate 
of  the  mortuary  funds  or  reserve  funds  which  were  collected,  we 
should  pay  it  from  the  reserve  funds,  such  excess,  paying  our 
claims  in  full,  you  understand.  That  if  it  exceeded  the  reserve 
fund  we  should  have  the  right  to  readjust  the  rates.  That  was 
our  policy  contract  in  that  particular. 

Q.  Have  you  a  policy  contract  here  -of  the  earlier  form  ? 

ME.  JE^N'KIlSrS :  Here  is  one  (Producing  paper.) 

ME.  HUGHES:   Is  this  one  of  the  earlier  forms? 

ME.  JENKINS:   Yes. 

ME.  HUGHES :  I  offer  it  in'  evidence. 

(Paper  marked  Exhibit  630.) 

The  CHAIEMAN :  The  Committee  will  now  take  an  adjourn- 
ment until  to-morrow  morning  at  '10.30  A.  M. 


COUNCIL   CHAMBER, 

City  Hall,  New  Yoek  Citt. 

December  Yth,  1905. 

The  Conunittee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

WILLIAM  A.  BUTTS,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Butts,  what  is  your  occupation?  A.  Paymaster  and 
custodian,  sir. 

Q.  Of  the  Mutual  Reserve  Life  Association  ?     A.  Yes. 

Q.  How  long  have  you  been  paymaster  of  that  company  ?  A. 
About  fourteen  years. 

Q.  Have  you  kept  the  account  of  the  payments  to  Mr.  E.  W. 
Harper?     A.  No,  sir. 

Q.  Have  you  the  ledger  account  showing  those  payments  here  ? 
A.  I  have  nothing  to  do  with  the  ledger,  sir. 

Q.  Well,  is  the  ledger  here  ?     A.  Yes. 

MR.  HUGHES :  We  will  have  it  produced. 

(Ledger  produced.) 

Q.  This  is  the  beginning  of  the  account  ?  A.  I  think  perhaps 
Mr.  H/land  will  know  about  it. 

MR.  HUGHES:  I  think  perhaps  if  you  do  not  know  about 
the  ledger  we  will  let  Mr.  Hyland  take  the  stand. 

THE  WITNESS :  Mr.  Hyland  knows  about  it.  I  have  no  con- 
nection with  the  ledger  at  all. 

JOHN  A.  HYLAND,  recalled  for  further  examination,  testi- 
fied as  follows : 

BY  MR.  HUGHES: 

Q.  Is  this  the  beginning  of  the  account  of  Mrs.  Hgry er  or  the 
estate  of  Edward  B,  Harper  ?     A.  Yes,  sir. 

33&5 


3366  Legislative  Insurance  Investigation. 

Q.  Folio  167  of  Ledger  4  ?     A.  Yes,  sir. 
MR.  HUGHES:  I  offer  it  in  evidence. 
The  account  was  marked  Exhibit  631. 

Q.  What  are  these  payments  of  $600  that  appear  regularly- 
through  1895  and-1896?     A.  Payments  to  Mrs.  Harper. 

Q.  How  was  the  amount  of  $600  fixed,  do  you  know  anything 
about  that  ?     A.  No,  sir. 

Q.  I  see  opposite  the  payment  of  March  31st,  1896,  in  pencil 
"  F.  W.  B."     What  does  that  mean  ?     A.  F.  A.  B. 

Q.  What  does  that  mean  ?.  A.  It  looks  like  a  payment  to  F.  A. 
Burnham. 

Q.  Whose  handwriting  is  that  ?  A.,  Mr.  Ayer's,  former  book- 
keeper of  the  company. 

Q.  Is  he  now  connected  with  the  company  ?  A.  No,  sir.  The 
ink  is  his  and  the  pencil  is  of  a  man  now  connected  with  the  com- 
pany.   He  got  another  warrant. 

MR.  HUGHES:   Will  you  produce  the  warrant  15,189? 

MR.  TYISTG :     That  is  one  of  the  warrants  you  called  for  ? 

MR.  HUGHES:     Yes. 

Paper  produced. 

MR  HUGHES:     I  offer  the  warrant  in  evidence. 

Paper  marked  Exhibit  632. 

Q.  What  is  the  dues  account  referred  to  in  this  memorandum? 
A.  It  is  the  expense  account  as  distinct  from  the  mortuary  ac- 
count. 

Q.  Did  you  have  a  bank  account  entirely  for  dues  and  such 
items.     A.  Yes,  sir. 

Q.  Were  all  the  amounts  paid  Mr.  Burnham  for  contingent 
expenses  charged  to  this  account  to  the  estate  of  Edward  B. 
Harper?     A.  I  could  not  say,  sir. 

Q.  Well,  you  as  bookkeeper  know  whether  they  were  charged 
to  any  other  account,  don't  you?      A.   No,  sir. 

Q.  Do  you  know  about  the  items  that  were  paid  to  Mr.  Burn- 
ham as  a  part  of  the  commissions  under  the  Harper  contract  ? 
A.  No,  sir,  only  so  far  as  they  show  in  this  account. 
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Q.  Were  there  any  other  accounts  that  you  know  of  Avhere 
any  such  payments    were  charged  ?     A.  ITo,  sir. 

Q.  This  included  all  the  Harper  payments  ?  A.  Yes,  so  far 
as  I  know  of. 

MK.  HUGHES :  Will  you  let  me  have  the  warrant  of  ISTovem- 
ber  4tli,  1896  ? 

THE  WITNESS :     $62,685. 

Paper  is  produced. 

Q.  I  now  call  your  attention  to  the  item  in  the  ledger  in  the 
account  estate  of  Edward  B.  Harper,  November  4th,  1808, 
$11,250.  That  was  made  up  of  two  of  the  items  shown  by  the 
warrants  now  handed  you?     A.  Yes,  sir, 

Q.  Under  the  same  date  ?     A.  Yes,  sir. 

ME.  HUGHES :     I  offer  the  warrant  in  evidencOi 
Paper  raarked  Exhibit  633. 

Q.  What  was  that  given  to  Mr.  Butts  for  ?     A.  I  do  not  know. 

Q.  You  have  no  knowledge  except  it  was  booked  this  way? 
A.  That  is  all. 

Q.  The  other  item  covering  the  rest  of  that  payment  is  the 
one  now  shown  you  ?     A.  Yes. 

ifR.  HUGHES :     I  offer  that  in  evidence. 

Paper  marked  Exhibit  634. 

Q.  You  were  not  bookkeeper  at  the  time  these  payments  were 
made  ?     A.  N^o,  sir,  not  the  general  bookkeeper  for  this  ledger. 

Q.  I  see  under  date  of  September  30th,  1897,  the  words  from 
Paris  $1,000.  What  do  they  mean?  A.  Will  you  get  warrant 
61,726  ? 

MK.  HUGHES :     Have  you  that  warrant  here  ? 
ME.  TYISTG:     Yes  (producing  paper.) 

ME.  HUGHES :  That  appears  to  have  been  a  draft  to  Mrs. 
Harper  in  Paris. 

Q.  What  is  the  continuation  of  this  accotmt?  A.  It  goes  iuto 
ledger  5,  page  134. 

MK.  HUGHES :    Have  you  ledger  5  ? 

MK.  TYNG;    Yes  (producing  ledger). 
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THE  WITNESS:    Here  it  is  (indicating). 

MR  HUGHES':    Pages  134  and  135  are  offered  in  evidenca 

(Pages  marked  Exhibit  635.) 

MR.  HUGHES :    Will  you  produce  warrant  66,686  please. 

(Paper  produced.) 

Q.  I  show  you  voucher  February  11th,  1897.  That  is  for  the 
item  of  that  date  of  $7500  ?    A.  Yes. 

ME.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  636.) 

ME.  HUGHES :  The  cheek  is  produced  accompanying  the  war- 
rant, which  I  offer  in  evidence. 

(Paper  marked  Exhibit  637.) 

Q.  Who  was  Annie  Davis  ?  A.  Sister  of  the  late  Edward  B. 
Harper. 

Q.  What  is  this  writing  at  the  top,  in  whose  handwriting  is  that  ? 
A.  Mr.  Frank  Underbill's. 

Q.  We  find  on  December  16th,  1897,  warrants  aggregating  $38,- 
000  charged  to  the  account.  What  was  that  for  ?  A.  Get  warrant 
seventy-three  thousand 

Q.  Does  not  this  explain  it?  A.  There  were  $21,000  turned 
back. 

Q.  Explain  that?  A.  There  were  four  warrants  drawn  aggre- 
gating $38,000  and  there  was  turned  back  the  same  day  cash  to 
the  amount  of  $21,000. 

Q.  What  was  that  for?  A.  If  my  memory  serves  correctly  it 
was  that  they  were  drawn  in  error  in  the  first  place  and  having  been 
drawn  they  were  redeposited  to  the  credit  of  the  account. 

Q.  What  was  done  with  the  moneys  after  they  were  redeposited  ? 
A.  Credited  to  the  account  to  which  tliey  were  charged,  Edward  B. 
Harper  making  a  net  charge  of  $17,000. 

Q.  And  the  warrants  were  credited  ?    A.  Yes. 

Q.  But  the  moneys  themselves  were  credited — do  your  checks 
show  for  what  the  amounts  were  paid  ?  Where  the  amounts  I'epre- 
sented  by  these  entries  were  subsequently  paid  out  of  the  dues  ac- 
count were  they  regularly  accounted  for  in  your  books  ?  A.  Yes, 
they  went  into  the  dues  accoun^, 


Testimony  of  John  A.  Ilyland.  33G9 


Q.  Was  that  a  bank  account  kept  by  the  association  in  its  name  ? 
A.  Yes. 

Q.  It  was  an  expense  account  in  other  words  ?     A.  Yes. 

Q.  Kept  with  what  bank  ?  A.  Merchants'  Exchange  National 
Bank. 

(Papers  produced.) 

Q.  These  four  warrants  you  give  me  aggregate  $21,000? 

ME.  TYNG:    Yes. 

MR.  HUGHES:  Where  are  the  items  which  aggregate 
^38,000? 

ME.  TYNG:  I  do  not  know  whether  those  aggregate  $21,000 
or  $38,000.  There  are  four  vouchers  there.  They  should  aggre- 
gate $38,000. 

Q.  Apparently  warrants  are  drawn  here  for  $21,000  under 
date  of  December  16th,  189Y.  Can  you  explain  how  it  was  that 
you  paid  out  $21,000?  A.  You  see  the  total  was  $38,000  and 
there  were  $21,000  credited  back  the  same  date,  mailing  a  net 
charge  of  $17,000,  and  there  is  a  note  on  the  back  of  the  warrant 
by  Mr.  Hoffecker,  who  had  charge  of  the  accounts  explaining  the 
transaction. 

Q.  You  mean  that  checks  were  drawn  for  a  total  of  $38,000, 
but  they  should  have  been  $21,000?     A.  For  $17,000. 

Q.  Checks  were  drawn  for  $38,000  and  they  should  have  been 
drawn  for  $21,000,  and  $17,000  were  turned  back?  A.  ISTo; 
$21,000  was  turned  back. 

Q.  $21,000  was  turned  back,  and  they  should  originally  have 
been  drawn  for  $17,000?     A.  Yes. 

Q.  So  you  endorsed  that  upon  the  warrant?  A.  Mr.  Hof- 
fepker,  the  auditor,  did. 

Q.  How  did  that  mistake  happen  to  be  made?  A.  I  do  not 
know,  sir. 

Q,  I  notice  that  one  of  these  payments  is  to  Annie  Davis,  for 
$4,000.  Had  she  not  already  been  settled  with?  A.  It  seems 
from  the  warrant  65,686  she  was. 

Q.  That  is  in  1896?     A.  In  1897;  February  11th,  1897. 

Q.  February  11th,  1897?     A.  Was  not  that  the  one  of  $7,500? 

Q.  This  states  "In  full  of  all  demands  to  date,"  this  Exhibit 
037,  check  of  $7,500.     Do  you  know  whether  or  not  that  was  a 
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full  settlement  or  simply  a  settlement  to  date?     A.  It  says  of  all. 
demands  to  date. 

Q.  Have  you  any  information  except  what  appears  in  that 
entry  ?  A.  Only  that  new  entry ;  that  new  warrant  you  have  just 
produced  of  $4,000. 

Q.  Now  this  account  was  continued  after  the  end  of  1897,  was 
it  not?     A.  Yes. 

Q.  To  whom  were  the  moneys  paid?  A.  Mrs.  Harper  and 
Frank  H.  Harper. 

MR  HUGHES:     Have  you  80,372? 

(Paper  produced.) 

ME.  HUGHES:     I  offer  that  in  evidence. 

Paper  marked  Exhibit  638  and  read  in  evidence  by  Mr.  Hughes. 

Q.  And  after  that  year  the  account  was  continued,  folio  135, 
during  1899,  1900,  1901;  to  whom  were  the  payments  made? 
A.  Mrs.  Harper. 

Q.  What  were  the  total  amounts  paid  to  Mrs.  Harper?  A.  All 
told? 

Q.  Yes;  what  is  the  total  amount  charged  to  that  account? 
A.  Down  to  the  end  of  the  account.  The  account  is  on  another 
ledger. 

Q. ,  Is  she  still  being  paid?     A.  Yes,  sir. 

MR.  HUGHES:     Let  me  see  the  account  please,  in  the  other 

ledger. 

Q.  That  is  continued  do^vn  to  June,  1904;  and  is  it  continued 
after  that  time?     A.  Yes,  sir. 

MR.  HUGHES:  This  appears  in  the  exhibit  already  in  evi- 
dence.    I  offer  that  in  evidence. 

Account  marked  Exhibit  639. 

MR.  HUGHES :  I  offer  the  conclusion  of  it  in  evidence. 

Account  marked  Exhibit  640. 

Q.  Who  gets  this  money  that  is  being  charged  to  this  account 
and  drawn  against  commissions?  A.  Mrs.  Harper,  or  Mrs. 
Dorman  is  now,  widow  of  the  late  Edward  B.  Harper. 

Q.  What  is  the  total  amount  that  has  been  paid  to  the  estate 
iif  Edward  B.  Harper,  or  to  his  next  of  kin  or  widow  —  the  totiil 
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amount  of  this  account?     A.  I  will  have  to  total  it  up;  I  haye 
not  made  any  total  of  it.     Is  there  any  total  of  it  ? 

ME.  TYNG :     There  is  a  statement  of  the  account. 

Q.  I  want  the  total  paid  on  this  account,  and  then  we  will 
find  Avhat  it  is  made  up  of  afterwards.  (Witness  figures  up.)  A. 
$143,067.21. 

Q.  At  what  rate  is  Mrs.  Harper  or  Mrs.  Dorman  now  being 
paid?  A.  At  the  rate  of  twenty  cents  per  thousand,  one-third 
interest. 

Q.  Of  what?  A.  Of  the  amoimt  of  the  insiitance  in  force 
that  was  written  prior  to  July  2d,  1895,  the  date  of  the  death  of 
Edward  B.  Harper. 

Q.  Are  any  amounts  being  paid  to  President  Burnham  on  ac- 
count of  this  contract?     A.  ISTot  to  my  knowledge. 

Q.  Are  any  amounts  being  paid  to  any  one  that  are  not  in- 
cluded in  these  Harper  accounts  that  you  have  shown  me?  A. 
Not  to  my  knowledge. 

Q.  You  mean  to  be  understood  as  saying  one-third  of  twenty 
cents  on  a  thousand  ?     A.  Yes ;  one-third. 
WILLIAM  A.  BUTTS  resumed. 
BY  ME.  HUGHES: 

Q.  Mr.  Butts,  I  show  you  this  warrant  for  eight  thousand  dol- 
lars November  4th,  1896;  what  did  you  do  with  that  money? 
A.  I  handed  it  in  to  the  President. 

Q.  Handed  it  to  President  Burnham  ?     A.  Yes,  sir. 

Q.  Did  you  get  any  voucher  for  it?     A.  No,  sir. 

Q.  Do  you  know  what  he  did  with  it  ?     A.  No,  sir. 

Q.  Did  you  hand  it  to  him  in  cash  ?    A.  Yes. 

Q.  In  currency?     A.  Yes,  sir. 

Q.  Did  he  request  you  to  obtain  the  currency  for  him  ?  A.  He 
asked  me  to  go  to  the  bank  and  draw  the  check,  and  I  went  there 
and  drew  it. 

Q.  You  refer  to  Frederick  A.  Burnham?  A.  Yes.  Mr. 
Underbill  asked  me  to  draw  the  check. 

Q.  When  you  say  you  gave  it  to  the  President  you  mean  Mr. 
Frederick  A.  Burnham?     A.  Yes,  sir. 

Q.  Have  you  ever  done  that  on  any  other  occasion?  A.  Not 
to  my  knowledge ;  not  that  I  remember. 

Q.  Have  you  ever  got  any  moneys  in  currency  and  handed 
them  over  to  the  President?  A.  Oh,  yes;  he  has  asked  me  to 
get  a  bill  changed  or  anything  of  that  sort,  and  I  done  it. 
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Q.  Have  you  cashed  checks  for  several  thousand  dollars  in 
that  way?    A.  'Eo,  sir. 

Q.  Tou  do  not  include  in  your  statement  salary  checks?  A. 
ITo,  sir. 

Q.  I  do  not  intend  to  refer  to  that.  Are  they  paid  in  currency 
as  a  matter  of  fact?     A.  Yes,  sir;  everything. 

Q.  You  have  no  idea  of  what  this  amoimt  of  $8,000  was  for? 
A.  I  presume  it  was  for  the  contingent  fund.  It  shows  right  on 
the  books  there. 

Q.  It  shows  it  was  contingent  funds,  but  I  want  to  know  what 
the  money  was  used  for  ?    A.  That  I  don't  know,  sir. 

Q.  Do  you  know?     A.  No,  sir. 

Q.  No  information  whatever?    A.  No,  sir. 

GEOEGE  D.  ELDEIDGE  resumed. 
BY  MR  HUGHES: 

Q.  Mr.  Eldridge,  I  understood  you  to  say  in  your  testimony 
that  Mrs.  Harper  received  only  $48,000 — $48,609.76,  and  that 
there  had  been  $35,000  paid  to  the  family  and  that  was  the  total 
of  the  amounts  paid  under  this  contract  ?  A.  If  such  testimony 
was  given  it  was  not  what  I  intended  to  testify  to.  My  impres- 
sion would  be  that  it  would  be  the  amount  that  was  received  up  to 
a  certain  date. 

Q.  "Well,  why  is  it  that  you  are  continuing  the  payments  under 
the  Harper  contract?    A.  Because  the  Harper  contract  provided 

that  the  payment  to  Mr.  Harper  should  continue  as  long  as 

and  to  his  heirs  should  continue  as  long  as  the  business  remained 
in  force. 

Q.  Why  has  not  your  company  taken  the  position  which  you 
did  in  the  sworn  answer  some  years  ago  in  the  Walter  Harper 
suit  that  the  contract  was  illegal  ?  A.  So  far  as  I  understand  that 
matter,  the  details  of  it,  as  I  have  ttestified  before,  I  am  not  ac- 
quainted with — there  has  been  an  adjudication  of  the  legality  of 
the  contract. 

Q.  There  has  been  an  adjudication  ?    A.  I  understand  so. 

Q.  In  what  litigation  ?  A.  The  judgment  roll  was  here  yester- 
day. 

Q.  In  that  suit  of  Walter  Harper  ?    A.  Yes. 

Q.  Don't  you  know  you  withdrew  the  answer  setting  up  that 
defense  so  that  it  was  not  passed  on?  A.  You  read  the  judgment 
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roll  here  the  other  day  and  the  statement,  that  is  all  I  know  of  the 
details  of  that  matter. 

Q.  You  have  said  that  you  understood  that  the  legality  of  it  was 
upheld.  Don't  you  know  that  that  judgment  roll  is  based  upon 
pleadings  which  did  not  raise  an  issue  as  to  its  legality  ?  A.  On 
that  point  I  am  not,  Mr.  Hughes,  in  a  position  to  testify  as  to  the 
details,  as  I  have  already  stated.  I  have  accepted  our  counsel's 
advice  and  gone  on  in  the  matter  based  on  that. 

BY  ME.  COX: 

Q.  Have  you  had  any  advice  from  your  counsel  that  there  was 
an  adjudication  on  that  point?  A.  I  don't  know  that  I  have  had 
the  advice,  but  I  probably  used  the  word  "  adjudication  "  in  ii 
different  way  than  an  attorney  or  lawyer  would  have  done.  T 
have  understood  that  there  was  a  settlement  of  the  issue  which  con- 
firmed the  right  in  Mrs.  Harper.  That  is  the  understanding  that 
I  have  always  had. 

Q.  Did  you  understand  that  it  was  anything  but  a  settle- 
ment by  agreement  ?  A.  As  I  have  stated  before,  the  details  1  am 
not  aware  —  I  cannot  state  of  personal  knowledge  the  details. 

BY  ME.  HIJG-HES: 

Q.  And  when  that  answer  was  put  in  in  the  Walter  Harper  suit 
setting  up  the  invalidity  of  the  contract,  did  you  have  an  opinion 
from  counsel  as  to  its  validity?  A.  So  far  as  I  can  recall  T 
didn't  know  at  the  time  of  the  litigation  or  of  the  form  of  answer 
or  of  the  process  of  the  matter. 

Q.  How  long  since  payments  have  been  made  to  Mr.  Burnhani 
or  to  anybody  else  on  account  of  the  one-third  interest  in  Mr.  Har- 
per's contract  that  was  the  subject  of  his  will?  A.  There  has 
been  none  made  since  the  resolution  of  August,  1898,  I  think. 

Q.  August,  1898?  A.  Yes;  that  resolution  terminated  all  those 
payments. 

Q.  So  that  these  payments  which  appear  in  the  Harper  account 
are  payments  after  1898  of  only  two-thirds  of  the  amount  called 
for  by  the  contract,  that  is,  down  to  the  time  of  the  settlement? 
A.  With  the  heirs,  yes,  and  from  that  time  on  one-third. 

Q.  One-third?     A.  Yes. 

Q.  Do  you  know  what  this  eight  thousand  dollars  was  used  for 
that  went  to  Mr.  Butts?     A.  I  do  not. 

Q.  Do  you  know  why  this,  or  three  thousand  two  hundred  and 


3374  Legislative  Insurance  Investigation. 


fifty  dollars,  should  have  been  drawn  in  favor  of  Moton  D.  Moss 
and  charged  to  that  account?  A.  I  understand  that  it  was  drawn 
for  the  purpose  of  effecting  a  settlement  with  Mr.  Walter  Scott 
Hai'per,  and  that  Mr.  Moss  was  the  agent  who  was  expected  to 
undertake  it,  but  that  a  Mr.  Bowman  did  undertake  it^  and  that  it 
was  through  his  hands  that  the  settlement  was  made. 

Q.  Do  you  know  why  the  twenty-  one  thousand  dollars  —  why 
the  amount  of  twenty-one  thousand  dollars  should  have  been  paid 
in  the  first  instance  in  excess  of  the  amount  required,  and  that 
amount  of  twenty-one  thousand  dollars  turned  back  and  credited? 
A.  In  a  general  way,  only  I  recollect  that  a  mistake  was  made  in 
drawing  the  checks  or  drawing  the  vouchers  and  that  my  impres- 
sion is,  although  I  have  not  examined  the  checks,  is  that  they  were 
certified  and  for  that  reason  they  were  turned  back,  but  that  I 
could  not  be  certain  about,  the  certification,  without  examining  the 
checks;  but  the  mistake  was  made  and  then  they  were  turned  back. 

Q.  You  have  asiked  me  to  see  that  the  record  is  corrected  in  re- 
gard to  certain  statements  made  by  you  as  to  salaries.  Will  you 
make  the  necessary  corrections  in  your  testimony  ?  A.  The  state- 
ment of  the  amounts  paid  is,  salary  to  Second  Vice-President  in 
1900  should  be  $7,102  instead  of  $3,900.  This  would  make  a 
total  for  Presidents  and  Vice-Presidents  that  year  gross,  $66,902 
in  place  of  $63,700,  and  the  gross  salaries  for  all  oificers  in  1900, 
$107,597  in  place  of  $104,395.  In  the  matter  of  salaries  of  1901, 
the  salary  of  the  Second  Vice-President  was  $15,000  instead  of 
$4,327,  making  the  total  payments  to  Presidents  and  Vice-Presi- 
dents $72,000  instead  of  $61,527,  and  the  gross  salaries  for  the 
year  1901  $117,005  instead  of  $106,332.  The  error  arose  from 
the  confusion  in  the  salaries  in  1900  and  1901  for  the  Second  Vice- 
President,  arising  from  the  change  in  the  individual  holding  that 
office  on  the  18th  of  September,  1900.  I  noted  the  error  in  your 
asking  me  about  the  payment  to  Mr.  Mabie. 

BY  THE  CHAIEMAJST: 

Q.  So  that  the  net  result  of  the  reductions  which  were  made 
pursuant  to  what  you  called  your  general  recommendations  in 
1899 A.  1898. 

Q. were  entirely  superseded  by  an  increased  salary  list  in 

1901?  A.  1901,  we  took  on  an  active  Vice-President  to  take 
charge  of  the  agency  department  and  for  two  years  he  was  paid  — 
he  did  remain  in  control. 
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Q.  Then  these  specific  instances  were,  the  salary  list  in  1001  not 
only  recotiiped  the  reductions  which  were  made  in  1900,  but  ex- 
ceeded any  previous  salary  lists,  did  they  not?     A.  Oh,  no. 

Q.  They  exceeded  that  of  1898?  A.  Probably  they  did  exceed 
that  of  1898. 

BY.  ME.  HUGHES: 

Q.  I  asked  you  the  amount  yesterday  Mr.  Lathrop  would  re- 
ceive if  he  were  to  die  in  1905.  Will  you  get  that?  A.  I  did, 
and  in  coming  over  here  I  neglected  to  bring  it,  but  it  would  be 
just  about  thirty-six  hundred  dollars. 

Q.  Will  you  give  the  stenographer  a  copy  of  the  Harper  ac- 
count to  put  in  the  Book  of  Exhibits?     A.  Yes. 

Q.  Will  you  let  us  kfiow  also  what  Mr.  Lathrop  had  paid  in? 
A.  I  will,  yes. 

CHAELES  M.  TUENEE,  resumed: 

BY  ME.  HUGHES: 

Q.  Eeferring  to  this  form  of  policy  in  use  in  the  early  years  , 
of  your  company,  Exhibit  No.  630,  I  find  in  the  second  pro- 
vision the  following: 

"  Twenty-five  per  cent,  of  all  moneys  received  under  this  policy 
for  death  claims  shall  be  set  apart  to  the  reserve  fund  account 
and  shall  be  deposited  in  trust  in  some  incorporated  bank  or  trust 
company,  or  with  the  Insurance  D-opartment  of  the  several  States 
or  the  Dominion  of  Canada,  to  be  invested  in  United  States  bonds 
and  mortgages,  or  other  interest  bearing  securities  and  for  the 
exclusive  benefit  of  the  members  of  the  association  and  may  be 
used  to  pay  death  claims  in  excess  of  the  American  Experience 
Table  of  Mortality,  otherwise  as  follows  "  : 

Then  follows  certain  provisions.  Now,  was  twenty-five  per 
cent,  received  on  all  policies  of  this  form  set  apart  to  a  reserve 
fund  account?    A.  Yes,  sir. 

Q.  Were  those  percentages  of  all  moneys  received  deposited  in 
trust?    A.  They  were. 

Q.  And  invested?    A.  Yes,  sir. 

Q.  As  provided  in  this  paragraph  second?    A.  Yes,  sir. 

Q.  Were  those  moneys  used  to  pay  death  claims  exclusively, 
in  excess  of  the  American  ExperfBnce  Table  of  Mortality?  A. 
Yes,  sir. 
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Q.  Did  you  have  death  claims  in  excess  of  the  American  Ex- 
perience Table  of  Mortality  ?  A.  We  have  had ;  we  did  not  dur- 
ing that  period;  we  have  had  since,  yes,  sir. 

Q.  When  did  you  have  such  a  rate  of  mortality?  A.  Well, 
I  think  that  would  be  more  appropriate  for  our  Actuary  to  an- 
swer, I  have  not  kept  track  of  that. 

Q.  What  was  your  rate  of  mortality  last  year?  A.  I  don't 
know,  sir;   I  could  not  tell. 

Q.  Do  you  know  whether  or  not  it  exceeded  the  rate  of  Ameri- 
can Experience  Table?  A.  I  know  that  on  those  old  policies  it 
very  much  exceeded  it. 

Q.  The  paragraph  concludes  — 

"  May  be  used  to  pay  death  claims  in  .excess  of  the  American 
Experience  Table  of  Mortality,  otherwise  as  follows  " : 

Then  follows  the  provision  third : 

"  At  the  expiration  of  each  period  of  five  years  of  the  contin- 
ued existenae  of  this  policy  a  bond  shall  be  issued  to  the  within 
.member  for  an  eqiiitable  proportion  of  the  reserve  fund  with  its 
accumulation  from  lapses  and  interest  available  as  follows: 

FIRST:  Eor  immediate  uses  as  a  dividend  for  applying  an 
equal  portion  of  the  principal  of  the  bond  in  part  payment  of 
the  mortuary  payments  as  they  become  due  during  the  subse- 
quent five  years; 

SECOND:  That  if  the  bonds  are  not  applied  to  reduce  pre- 
miums and  the  full  advance  payment  made  for  the  sum  of  ten 
years  thereafter,  a  failure  on  the  part  of  the  member  to  make 
Lis  payments  when  due  shall  not  cause  a  forfeiture  of  this 
policy  but  the  same  shall  be  continued  in  full  force  until  the 
principal  of  the  bonds  then  issued  shall  be  exhausted  in  the  pay- 
ment of  premiums  when  they  become  due;    and 

THIRD:  If  the  bonds  are  not  applied  in  payment  or  reduc- 
tion of  premiums"  and  the  full  advance  payments  made  for  the 
term  of  fifteen  years,  it  is  agreed  that  thereafter  the  member 
shall  not  be  required  to  pay  any  of  the  expenses  of  the  manage- 
ment of  the  association  from  his  accumulations  m  the  reserve 
fund  or  otherwise. 

In  the  event  of  his  death  at  any  time  thereafter,  during  the- 
continuance  of  this  policy  in  full  force  and  effect,  there  shall 
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be  payable  to  the  beneficiary,  subject  to  tbe  conditions  and  agree- 
ments contained  in  this  contract,  the  entire  amount  of  his  credit' 
in  the  reserve  fund  at  the  time  of  his  death  in  addition  to  the 
amount  he  would  otherwise  be  entitled  to  under  this  policy." 

Q.  Were  such  bonds  issued?  A.  We  issued  bonds  for  about 
three  years. 

Q.  Three  years  from  what  time  ?  A.  Well,  the  first  bond  was 
1892,  five  years  after  the  issue  of  the  first  policy. 

Q.  Then  you  issued  bonds  in  1892  ?     A.  Yes,  sir. 

Q.  Did  you  issue  them  in  1893  ?     A.  We  did,  sir. 

Q.  And  in  1894?  A.  Well,  I  would  not  be  positive  about 
that,  but  I  think  so. 

Q.  Why  didn't  you  Continue  to  issue  them?  A.  Because  the 
law,  Chapter  175  of  the  laws  of  1883  had  been  amended  and  we 
were  required  to  create  and  maintain  a  reserve  against  each  out- 
standing policy  equal  to  one  premium  payment.     As  we  collected 


Q.  You  are  not  now  referring  to  the  addition  of  the  article  to 
the  Insurance  Law  known  as  the  Stipulated  Premium  Law  ?  A. 
No,  sir. 

Q.  You  are  referring  to  the  amendment  of  the  original  Act 
of  1883,  Chapter  175,  referring  to  assessment  insurance  com- 
panies ?    A.  How  is  that,  Mr.  Jenkins  ? 

ME.  JEISTKINS:     Yes. 

THE  WITl^ESS:     Yes. 

Q.  What  was  the  year  in  which  that  amendment  was  passed? 
A.  I  cannot  tell  you.     I  think  it  was  in  1895. 

Q.  What  is  that?  A.  I  think  it  was  in  1895.  I  could  not 
tell  you,  sir. 

Q.  Now,  the  law  of  1883,  Chapter  175,  was  repealed,  was  it 
not,  at  the  time  of  the  adoption  of  the  Insurance  Law,  the  general 
insurance  law  ?  A..  Well,  I  do  not  know,  I  am  not  a  lawyer,  Mr. 
Hughes,  but  there  was  an  amendment  to  Chapter  175  that  was 
passed  about  the  time  I  tell  you.  I  do  not  think  it  has  anything 
to  do  with  general  laws,  does  it,  Mr.  Jenkins  ? 

MR.  HUGHES:  Perhaps  Mr.  Jenkins  can  identify  the  law 
to  Vhich  you  refer. 

ME.  JENKINS:     I  really  do  not  know  to  what  he  refers, 
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but  Chapter  175  of  the  Laws  of  1886  was  merged  into  Article 
6  of  the  Laws  of  1892. 

ME.  HUGHES:  Exactly,  and  aU  of  Chapter  175  of  the  Laws 
of  1883  was  repealed  at  the  time  of  the  adoption  of  the  general 
law. 

MK.  JENKIlSrS:  Yes,  so  what  I  presume  Mr.  Turner  refers 
to  is  some  amendment  to  Article  6. 

THE  WITNESS:  There  was  also  a  law  passed  in  Massachu- 
setts requiring  the  reserve  of  single  premiums,  sir. 

Q.  Go  on  and  state  what  you  understood  to  be  the  effect  of 
this  amendment  of  Article  6  of  the  general  insurance  law?  A. 
We  collected  stipulated  annual  premiums,  and  provided  in  our 
contract  at  that  time — I  do  not  know  that  we  did  in  the  contract 
you  have  there,  but  we  did  under  the  contracts  at  that  time — that 
in  event  of  death  of  the  insured  at  any  time,  that  deferred  pre- 
miums— that  is  if  he  paid  quarterly,  or  semi-annually,  those  pre- 
miums that  he  had  not  paid  to  complete  the  current  year  should 
be  deducted  from  the  face  of  the  policy.  We  therefore  took  it  to 
mean  that  we  should  have  a  reserve  equal  to  one  annual  pre- 
mium payment,  and  as  that  would  practically  absorb  all  the  accu- 
mulations, we  declared  no  dividends  thereafter.  I  will  amend 
that  by  saying  that  we  understood  it  to  mean  that  we  should 
have  one  annual  premiiim  at  attained  age.  Our  premiums  Were 
based  upon  age  of  entry. 

Q.  What  you  did,  as  a  matter  of  fact,  was  to  discontinue  the 
issuing  of  bonds  under  this  old  form  of  policy  represented  by 
Exhibit  630?  A.  We  discontinued  because  of  an  amendmeht  to 
the  law,  and  because  there  were  no  dividends  there  to  their  credit 
after  complying  with  the  law. 

Q.  Is  this  what  you  refer  to  ?  "  Every  such  cdrporation,  asso- 
ciation or  society,  except  casualty  associations  or  societies,  shall 
accumulate  and  maintain  an  emergency  fund  -of  an  amourit  riot 
less  than  the  proceeds  of  one  death  or  disability  assessment  or 
periodical  call  on  all  policy  or  certificate  holders  thereof,  and  at 
](!ast  equal  to  the  amount  of  its  maximum  certificates  or  poliby. 
Such  fund,  if  not  already  accumulated,  shall  be  accumulated  by 
every  existing  corporation,  a.ssociation  or  society  formed  for  life 
jjurposes,  within  six  months  from  the  time  this  article  takes  ef- 
fect; and  by  every  corporation,  association  or  society  hereaftfer 
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formed  under  this  article  within  six  months  of  the  date  of  its  in- 
corporation, and  shall  be  held  for  the  benefit  or  protection  of  its 
members,  their  legal  representatives  or  beneficiaries.  In  case 
such  fund  or  any  portion  thereof  shall  have  been  nsed  by  the  cor- 
poration for  the  purpose  or  purposes  for  which  the  same  was 
created  or  accumulated,  and  the  amount  thereof  thereby  reduced 
to  less  than  the  proceeds  of  one  death  or  disability  assessment 
or  periodical  call,  the  amount  of  such  reduction  below  the  pro- 
ceeds of  one  death  or  disability  assessment  or  periodical  call  shall 
be  made  up  and  restored  to  said  fund  within  three  months  thete- 
after."     A.  Yes,  that  is  the  one  I  refer  to. 

Q.  That  is  in  the  General  Insurance  Law  as  it  was  adopted  in 
1892  ?     A.  Well,  I  don't  know  of  that. 

Q.  The  point  was  that  you  had  to  establish  an  emergency  fund 
of  not  less  than  the  proceeds  of  one  death  by  disability  assess- 
ment or  periodical  call?  A.  Yes,  and  we  took  that  to  mean  one 
stipulated  annual  premium  in  our  case. 

Q.  In  that  case,  taking  it  to  mean  one  premium,  and  establish- 
ing an  emergency  to  that  extent,  it  exhausted  your  premiums  un- 
der this  form  of  policy?     A.  Yes. 

Q.   So  you  did  not  issue  any  more  bonds?     A    Yes,  sir. 

Q.  Did  you  issue  any  bonds  after  this  act  went  into  effect  in 
3  892  under  your  first  five  year  plan?  A.  !N"o,  sir;  the  policies 
that  we  had  outstanding  calling  for  those  bonds  were  those  you 
have  in  your  hand,  that  kind  of  policy. 

Q.  Did  you  issue  bonds  at  all?  A.  ISTo,  not  after  the  passage 
of  that  law. 

]\IE.  JEJSTKTlSrS:  He  is  mistaken  in  that. 

ME.  HUGHES:  He  is  mistaken,  is  he  not,  Mr.  Jenkins? 

MR.  JENEIIfS:  Yes. 

Q.  Well,  I  want  to  know  how  it  happened,  in  spite  of  the  pas- 
sage of  this  law  in  1892,  you  did  issue  bonds  after  the  first  quin- 
quennial period  had  expired.  Was  it  because  you  thought  you 
had  something  to  issue  bonds  against  for  a  while,  and  aiter  a 
time  you  found  you  had  not?  A.  I  think  you  will  find  we  did 
not  issue  any  bonds  at  all  upon  the  first  policies  issued  by  this 
company,  except  the  first  one 

Q.  That  was  the  one  in  1892  then  ?  A.  That  was  the  one  in 
1892.    Let  us  see 


3380  Legislative  Insurance  Investigation. 

Q.  Now,  consult  with  your  counsel,  because  we  want  the 
record  right  and  not  any  lapse  of  memory,  you  know.  Is  that  the 
fact? 

ME.  JEWKHSrS:  I  think  the  fact  is  that  the  company  issued 
some  bonds  as  late  as  1893,  perhaps  1894  and  1895,  but  no 
second  bond  was  issued  under  any  policy. 

THE  WITISrESS:  I  want  that  definitely  understood,  that 
they  were  upon  policies  issued  at  a  date  after  the  first,  and  pay- 
ing a  larger  premium,  upon  which  there  was  an  accumulation  of 
surplus,  in  our  judgment. 

Q.  You  say  that  the  bonds  were  issued  upon  policies  that 
were  issued  at  what  time?  A.  We  declared  this  dividend  upon 
the  policies  issued  ia  1887.  "We  never  issued  another  bond  upon 
these  same  policies.  Now,  in  1888  or  1889,  whatever  it  was,  at 
different  times,  we  raised  the  preBaium  rate  upon  new  incomng 
members. 

Q.  Yes,  upon  new  members?  A.  Now,  those  members  paid 
a  larger  amount  to  the  reserve  fund,  and  upon  those  policies  we 
issued  bonds  after  that  date,  and  in  making  my  statement  about 
not  issuing  bonds  before,  I  made  it  upon  the  policy  which  was 
first  issued  by  the  company. 

Q.  If  I  understand  you  aright,  the  premiums  that  you  charged 
upon  the  policies  of  the  original  bonds  in  1887  were  not  suf- 
ficient to  provide  you  with  an  accumulation  so  that  you  could 
issue  bonds  ?    A.  So  we  could  issue  the  second  bonds. 

Q.  So  you  could  issue  the  second  bonds?    A.  Yes. 

Q.  You  adopted  a-  new  scale  of  rates  about  1889,  and  that  en- 
abled you  to  issue  a  bond?    A.  Yes. 

Q.  Did  you  issue  more  than  one  quinquennial  bond  under  the 
second  class  of  policy?  A.  I  do  not  think  so.  I  think  that  when 
the  second  five  year  period  was  exhausted  there  was  not  any 
surplus  to  their  credit. 

Q.  You  started  with  the  idea  that  the  scale  of  rates  that  you 
put  in  force  in  1887  would  be  adequate  to  carry  the  policy  and 
to  enable  you  to  make  an  accumulation  which,  if  allowed  to 
remain  in  the  company  at  the  end  of  fifteen  years,  would  provide 
for  the  policy  so  that  the  rates  would  not  have  to  be  increased  ? 
A.  I  did,  yes,  sir. 

Q.  That  was  your  idea?    A.  That  was  my  idea. 
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Q.  You  tliought  that  tlie  rates  that  you  maintained  as  stated 
on  the  face  of  your  policy  would  be  enough  without  increase  for 
fifteen  years?     A.  I  fairly  believed  it. 

Q.  And  then  that  the  accumulations  during  the  fifteen  years 
represented  by  the  bonds  you  expected  to  be  able  to  issue  would, 
if  left  with  the  company,  provide  a  fund  which  would  make  it 
unnecessary  to  increase  the  rates?  A.  I  did,  sir;  that  was  my 
idea. 

Q.  So  you  intended  this  or  you  believed  this  to  be  at  the  start 
in  effect  a  level  premiiom  policy,  although  you  could  not  under 
the  law  issue  such  a  policy  ?  A.  That  is  exactly  it.  I  thoroughly 
believed  and  honestly  believed  that  the  -  accumulation  would  be 
sufficient  to  keep  the  rate  level. 

Q.  So  that,  in  the  face  of  your  policy,  you  said  if  a  man  pays 
so  much  in  issue  premium  and  pays  so  much  at  stated  periods, 
then  he  would,  in  case  of  his  death,  receive  so  much,  and  then 
you  provided,  of  course,  as  you  were  an  assessment  company, 
for  making  such  assessments  as  would  be  required,  and  did  not 
think  you  would  really  need  them,  or  that  the  man  would  ever 
have  to  pay  more  ?    A.  That  is  right. 

Q.  As  a  matter  of  fact,  you  were  disappointed  in  that?  A. 
Yes,  sir,  I  was. 

Q.  Very  seriously  disappointed  ?     A.  Yes,  sir. 

Q.  You  found  as  you  went  on  that  there  was  not  any  accu- 
mulation to  speak  of  ?  A.  Well,  I  found  out  there  was  not  suf- 
ficient accumulation  to  comply  with  the  law  as  amended  and  give 
a  bond  or  give  a  dividend. 

Q.  This  insurance  experience  of  your  company  is  an  import- 
ant matter  as  a  contribution  to  the  record  upon  this  subject,  and 
I  want  to  understand  just  what  it  was.  When  you  came  to  the 
end  of  the  fifteen  year  period  upon  these  old  policies  you  found 
that  there  was  practically  no  accumulation  for  them,  did  you  not  ? 
A.  Well,  there  was  some  accumulation.  We  did  not  increase  the 
rate  on  those  policies  until  about  seventeen  or  eighteen  years. 

Q.  You  did  not  increase  the  rate,  but  you  did  find  that  there 
was  an  accumulation  so  as  to  make  it  unnecessary  to  increase  the 
rate  ?     A.  Certainly  not. 

Q.  And  nothing  substantial  on  which  to  declare  a  dividend? 
A.  No. 

Q.  And  that  the  policyholders  who  had  survived  had  reached 
advanced  ages  by  the  lapse  of  the  fifteen  years,  the  increased  rate 
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to  carry  the  insurance  had  to  be  a  pretty  heavy  one  ?  A. ,  That  is 
true,  sir. 

Q.  'Now,  as  an  illustration  of  that  situation,  I  have  here  a  let- 
ter, as  follows,  addressed  to  counsel  for  the  Committee.  I  will 
only  read  that  part  of  it  which  brings  ovit  the  facts  as  he  under- 
stood them: 

"  The  I7th  of  July,  1888,  I  made  an  application  through  their 
agent  for  a  policy  on  the  statement  that  at  a  given  premium  paid 
in  full  for  fifteen  years  I  should  have  a  self-sustaini«g  policy. 
Further,  that  every  five  years  the  company  would  issue  to  me  a 
bond  for  the  amount  of  the  reserve  placed  to  my  credit,  said 
bond,  if  unused  when  the  policy  became  payable,  would  be  paid 
over  with  the  face  of  the  policy.  When  the  second  bond  came 
due  I  wrote  to  know  why  it  was  not  forthcoming.  They  wrote 
me  that  they  had  gone  into  another  form  of  insurance  and  were 
not  permitted  to  issue  bonds  against  the  reserve,  but  my  re- 
serve was  placed  to  my  credit  and  would  ultimately  be  turned 
over  to  my  benefit.  Just  before  the  fifteen  years  was  up  I  went 
to  see  their  special  agent  handling  their  western  business.  After 
reading  my  policy  he  told  me  I  would  not  be  called  upon  to  pay 
any  of  the  expenses  of  the  company,  but  I  might  be  called  upon 
to  pay  a  mere  nominal  sum.  About  the  time  the  fifteen  years 
were  up  a  man  called  on  scores  of  the  policyholders  and  told 
them  that  all  these  policies  were  on  the  assessment  plan  and  that 
the  iDremium  was  not  enough  by  two  or  three  times  to  keep  the 
policies  good  at  our  age.  They  kept  the  same  level  premium  for 
sixteen  years  with  me  and  now  after  they  have  had  nearly  $500 
of  me  and  my  best  years,  and  thinking  I  had  a  little  laid  up  for 
my  family  if  called  away,  they  have  placed  a  premium  of  from 
$85  to  $95  yearly,  a  condition  that  I  cannot  possibly  meet  without 
taking  the  necessities  of  life  away  from  me  and  my  family,  and 
they  tell  me  the  law  compels  them  to  do  it  and  if  I  do  not  meet 
it  the  policy  becomes  void." 

He  says,  "  I  am  past  seventy-three  years  old  and  have  got  to 
earn  my  bread  or  go  without  it."  Now  that,  as  I  understand  it,  is 
a  case  of  a  man,  Policy  ISTo.  1104,  who  went  in — this  is  your  mem- 
orandum on  it.  A.  ISTo,  Mr.  Hughes,  if  you  will  pardon  me  I 
would  like  to  have  Mr.  Dickenson  give  you  the  history  of  those 
polieies. 

Q.  This  is  the  history,  I  think,  which  has  been  furnished  ? 
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ME.  JENKI¥S:    Yes,  sir. 

Q.  That  I  am  referring  to.  From  this  it  appears  that  this  way 
Policy  1^0.  1104,  the  amoimt  one  thousand  dollars,  issued  at  age 
fifty-six,  premium  $7.38  per  quarter  per  thousand,  and  as  his  was 
a  thousand  dollars  it  was  $7.38  per  quarter.  Now,  Mr.  Dickenson 
figures  it  out  that  he  has  total  premiums  paid  to  date  of  June, 
1905,  $501.04.  At  that  time  the  premiiun  was  raised  to  $21.69, 
the  quarterly  rate  for  a  one  year  term  policy,  age  seventy-three. 
Those  facts  are  correct,  are  they  not,  as  stated  in  the  memoran- 
dum? If  you  will  accept  Mr..  Dickenson's  statement  so  that  we 
will  not  have  to  call  him  at  the  moment.     A.  Yes. 

Q.  So  that  Mr.  Cross  under  this  policy,  to  continue  it  has  now 
to  pay  four  times  a  year  $21.69?  A.  Less  —  it  is  stated  down 
there,  I  think. 

Q.  Less  whatever  credit  he  may  be  entitled  to?  There  is  a 
memorandum  of  that  as  follows : 

"  The  insured  in  accordance  with  the  terms  of  his  contract  re- 
ceives a  credit  of  one  dollar  per  quarter  under  such  policy,  which 
reduces  his  premium  for  the  current  year  to  $20.69  per  quarter. 
On  December  I7th,  1905,  he  will  receive  a  credit  slip  for  two 
dollars  on  account  of  premiums  paid  July  and  October." 

So  that  he  is  now  paying  at  the  rate,  after  crediting  the  divi- 
dends, of  $82.76  a  year?    A.  I  think  so. 

Q.  That  will  increase  each  year?  A.  Until  he  is  seventy-five 
years  old. 

Q.  Until  he  is  seventy-five  years  old  ?  A.  Yes.  He  is  seventy- 
two  now. 

Q.  And  when  he  would  be  seventy-five  years  of  age  he  would 
be  paying  $95.62? 

ME.  JENKIlSrS:   Less  the  credit  of  four  dollars  a  year. 

ME.  HU<jrHES :  About  ninety-one  dollars  he  would  be  paying 
at  that  time. 

ME.  JEI^KINS:     Yes. 

Q.  What  will  happen  when  he  gets  to  age  of  seventy-five,  and 
why  should  anything  happen  then  ?  A.  The  premium  will  remain 
level  then. 

Q.  And  what  will  be  the  amount  at  which  the  premium  will 
remain  level  at  age  seventy-five  ?  A.  At  ninety  —  you  read  it 
there. 
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ME.  JENKINS:     Ninety-one  dollars  and  some  cents.    - 

Q.  $91.62.    It  wiU  remain  level  at  that  time?    A.  Yes. 

Q.  Can  you  explain  how  it  is  that  you  figure  it  out  that  ■\vitli 
this  increase  at  age  seventy-five  you  could  then  carry  it  level  at 
$91.62?    A.  Yes. 

Q.  That  is  an  actuarial  matter  ?    A.  Yes. 

Q.  As  are  the  other  matters  referred  to  in  the  memorandum, 
which  I  will  take  up  with  Mr.  Dickenson  ?    A.  All  right. 

Q.  Suppose  Mr.  Cross  should  be  unable  to  pay  this  additional 
amount  which  is  assessed  against  him,  has  he  any  surrender  value  ? 
A.  No,  sir. 

Q.  He  would  get  nothing?  A.  Mr.  Hughes,  we  grant  certain 
privileges  to  policyholders  who  cannot  afford  to  pay  the  increased 
premium.    We  had  some  of  them  who  could  not  afford  to  pay  it. 

Q.  Now,  this  privilege  that  you  refer  to  is  what;  just  define  it? 
A.  All  right,  sir.  They  can  make  application  to  the  company 
and  continue  their  insurance  at  the  same  premium  rate  they  have 
been  paying,  which  was  the  stipulated  premium  without  any  in- 
crease, with  the  agreement  that  in  the  event  of  their  death  the 
difference  between  the  premium  which  they  should  have  paid  at 
attained  age,  as  per  that  schedule,  and  the  premium  which  they 
had  paid,  shall  be  deducted  from  the  face  of  the  policy.  Under- 
stand, Mr.  Hughes,  this  is  not  a  pro  rata  agreement,  what  the 
difference  in  the  premium  would  purchase,  but  it  is  the  actual  dif- 
ference which  they  would  have  paid  to  us  in  cash. 

Q.  That  you,  in  effect,  put  a  lien  upon  the  policy  for?  A.  It  is 
not  a  lien. 

Q.  Well,  I  mean  to  say  you  give  them  the  privilege  of  continu- 
ing at  the  same  rate?     A.  Yes,  sir. 

Q.  Provided  they  reduce  their  insurance  to  that  extent?  A. 
Yes,  sir. 

Q.  Then  do  you  charge  interest  upon  the  amount  of  reduction? 
A.  Four  per  cent. 

Q.  Four  per  cent.  ?    A.  On  the  amount  of  the  increase. 

Q.  That  offer  that  you  make  is  set  forth  in  this  paper  which  is 
now  shown  you?     A.  Yes,  sir. 

MR.  HUGHES:     I  offer  this  in  evidenceu 

(Paper  marked  Exhibit  No.  641.) 

Q.  If  the  man,  though,  did  not  take  advantage  of  that  pro- 
vision, or  offer  to  scale  his  insurance,  his  only  course  was  to  pav 
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the  increased  premiums  or  to  lapse  and  lose  everything  he  had 
put  in?  A.  If  his  surplus  had  been  exhausted  in  the  payment  of 
his  premiums — ^if  he  had  no  surplus,  then  the  only  alternative — 

Q.  There  is  no  difference  between  Mr.  Cross'  case  and  any 
of  them,  so  far  as  the  pro  rata  amount  distributable  is  concerned? 
A.  I  do  not  know  anything  about  it.  I  do  not  keep  any  track 
of  surplus  that  may  be  to  the  credit  of  the  policies. 

Q.  "Well,  he  had  a  credit  of  one  dollar  and  there  is  another 
credit  of  two  dollars.  Those  are  typical,  are  they  not?  A.  That 
credit  of  one  dollar  was  by  reason  of  our  contract  agreement  to 
release,  him  after  fifteen  years,  release  him  from  the  expense 
loading.  That  is  why  that  credit  was  there.  That  had  nothing 
to  do  with  the  surplus. 

Q.  Was  there  any  surplus  applicable  to  this  policy?  A,  I 
think  not. 

Q.  That  was  not  an  exceptional  case,  it  was  a  typical  case?  A. 
Certainly  not;  it  was  typical. 

Q.  So  that  when  you  speak  of  the  condition  that  there  was  no 
surplus  applicable  you  are  speaking  of  what  theoretically  would 
be  applicable,  but  what  practically  was  not  there?  A.  I  do  not 
know  anything  about  the  case.  There  is  some  policies  where 
there  is  a  surplus,  though. 

Q.  Those  are  later  policies  upon  which  you  charged  more 
money?  A.  Yes,  and  upon  which  we  have  not  made  any  in- 
crease. 

Q.  Until  these  policies  were  introduced  of  the  form  of  Ex- 
hibit 630.  You  made  very  strong  statements  of  your  confidence 
that  those  policies  would  carry  themselves  after  fifteen  years? 
A.  I  did,  sir. 

Q.  And  your  agents  did  so?    A.  I  have  no  doubt  they  did. 

Q.  They  had  every  reason  to  do  so  because  of  the  confidence 
you  stated?     A.  Yes. 

Q.  And  while  you  were  not  on  a  level  premium  basis,  but  as 
an  assessment  company,  and  reserved  the  right  to  make  in- 
creased assessments,  it  was  well  understood  that  you  did  not 
expect  to  be  required  to  make  them?  A.  It  was  well  understood 
that  we  would  carry  out  the  conditions  ef  our  contract — apply 
the  entire  accumulation  in  any  increased  cost,  and  that  person- 
ally I  believed  that  was  sufficient  to  make  the  rate  level. 

Q.  What  was  it  that  disturbed  or  changed  your  results  from 
the  expected?    A.  Well,  tjiere  we^-e  several  things.     The  fiyst 
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was  the  failure  of  very  many  of  tlie  larger  co-operative  com- 
panies, lite  the  Massachusetts  Benefit  and  the  Bay  State,  and 
several  others  which  I  might  mention;  where  there  was  not  a 
failure  there  was  a  general  disposition  to  reinsure  solidly,  whicli 
always 'left  a  dissatisfied  feeling  with  the  policyholder.  There 
was  none  too  good  a  record  about  some  of  the  other  assessment 
companies  and  about  their  management.  All  of  those,  Mr. 
Hughes,  contributed  to  mate  the  people,  the  public,  siispicious  of  a 
co-operative  life  insurance. 

Q.  You  mean  you  could  not  get  the  business  ?  A.  Well,  I  am 
getting  to  that.  Now,  it  was  difiicult,  extremely  difficult,  to  get 
business  under  those  conditions^  and  if  we  got  it  we  could  not 
keep  it,  because  any  one  of  the  numerous  agents  of  the  legal  reserve 
companies  were  only  too  anxious  to  tell  our  people  that  they  had  an 
assessment  policy,  and  if  the  policyholders  said  to  them  that  "  1 
think  my  policy  is  secure  and  that  my  premium  rate  will  remain 
as  stipulated,"  why,  they  said,  "  You  have  got  a  policy  just  the 
same  as  any  other  assessment  company.  ISTow,  if  you  don't  believe 
it,  you  write  the  Insurance  Department  of  the  State  of  ISTew  York, 
or  Iowa,  or  any  other  place,  and  see  whether  they  are  an  assess- 
ment company  or  not."  A  letter  would  go  there,  and  the  answer 
would  invariably  come  back,  "  They  are  an  assessment  company," 
of  course,  as  we  qualified  under  that  law.  Now,  Mr.  Hughes, 
under  the  conditions^  we  could  not  get  the  amount  of  new  business 
which  it  was  necessary  for  us  to  have  to  keep  a  normal  mortality. 

Q.  In  other  words  your  good  lives  were  withdrawing,  or  did  hot 
come  in  to  reinforce  you,  and  you  had  a  large  number  of  poor  risks 
left  ?  A.  No,  sir, — ^well,  yes,  impaired  risks^  by  reason  of  no  new 
selection,  and  we  could  not  get  new  people,  and  if  we  got  them,  we 
could  not  keep  them.  The  constant  lapses  that  the  Association 
was  subjected  to  was  in  excess  of  normalj  and  we  cDuld  not,  as  I 
sav,  maintain  a  normal  mortality. 

Q.  But  your  business  showed  a  steady  progress  ?  A.  No,  it  did 
not ;  no,  sir.  We  then  reported  business  received  rather  than  busi- 
ness paid  for. 

Q.  Oh;  how  long  was  it  that  you  reported  busineM  received 
rather  than  business  paid  for  ?  A.  All  the  tiiiie  during  the  time 
we  ^^'ere  a  co-operative  association.     This  was  the  general  rule. 

Q.  That  was  down  to  1898?  A.  Up  to  the  time  we  reihcor- 
iiDrated  in  1899. 
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ME.  COX :  What  is  the  distinction  between  htisiness  received 
and  business  paid  for  ? 

Q.  Explain  that.  A.  A  man  applies  to  ns  for  a  policy  in  any 
locality.  His  application  comes  to  our  office  and  is  acted  upon 
and  accepted  and  the  policy  returned  to  the  agent.  Now,  he  takes 
anywhere  from  ten  to  sixty  days  to  get  that  payment  back  to  our 
office,  usually  about  sixty  days,  to  get  his  reports  in.  ISTow,  be- 
tween the  date  of  the  issue  of  that  policy  and  the  date  when  it  is 
paid  for  on  our  books,  it  is  in  force,  but  it  is  not  paid-f or  business. 
In  reporting  to  the  Insurance  I)epartm'ent  now  we  report  only  the 
business  that  is  actually  paid  for  on  the  31st  of  December,  when 
we  make  our  report,  but  that  was  not  the  custom  with  any  co-oper- 
ative company,  and  I  do  not  think  that  any  co-operative  company 
did  that. 

BY  ME.  COX: 

Q.  But  that  does  not  yet  explain  why^our  business  was  show- 
ing an  increase  ?  That  condition  yon  refer  to  would  be  common  to 
every  year  of  your  business  A.  I  will  tell  you ;  because  we  made 
extreme  efforts  during  that  period,  we  made  the  greatest  efforts, 
working  with  adverse  conditions  as  we  were,  we  made  extreme 
efforts  during  the  last  month  or  two  of  the  year  to  swell  our  busi- 
ness, a  thing  which  we  "do  not  do  now,  and  during  these  two  or 
three  months  we  made  almost  superhuman  efforts  to  do  it. 

Q.  And  you  put  on  your  books  a  lot  of  bxisiness  which  was  not 
really  expected  to  pay  up  and  continue  ?  A.  I  will  not  admit  that, 
sir. 

Q.  Well,  that  was  the  result?  A.  Well,  the  result  was  all  our 
business  did  that.  It  was  not  the  business  we  wrote  in  the  last  two 
or  three  months  of  the  year,  but  all  our  business.  We  could  not 
hold  our  business  under  the  law  under  which  we  were  incorporated. 

BY  ME.  HUGHES: 

Q.  Whatever  your  idea  was  about  it,  infact  you  did  put  on  your 
books  and  report  a  large  amount  of  new  business  which  did  not 
last?    A.  Yes,  and  we  do  that  now,  and  so  do  all  companies. 

Q.  And  not  only  which  did  not  last,  but  which  was  never  paid 
for?    A.  We  do  that  now,  and  so  do  all  companies. 

Q.  But  you  do  not  report  it  now,  business  not  paid  for  ?    A.  'No. 

Q.  But  you  did  then  ?  A.  Yes.  I  might  say  that  it  is  optional 
with  the  companies  in  this  State,  and  I  think  in  every  other,  that 
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tliey  report  uponjelther  basis  that  they  are  a  mind  to.  Either  busi- 
ness, paid  for  or  business  applications  upon  tbeir  books,  the  policies 
for  which  are  in  force,  and  I  think  —  Mr.  Dickenson  will  tell  you 
whether  I  am  correct  or  not  —  the  State  of  Massachusetts  requires 
us  to  report  on  the  basis  of  business  written  and  placed  on  our 
books. 

ME.  DICKENSON :  They  have  the  transcript  of  all  the  policies 
issued  for  the  purpose  of  making  their  own  valuation,  they  hav- 
ing a  valuation  on  all  policies  in  force,  they  have  to  have  every 
policy  in  order  to  have  a  complete  record. 

THE  WITNESS:  In  that  connection  I  wish  to  make  an- 
other statement,  that  since  the  formation  of  the  Agency  and  In- 
vestment Company,  in  reporting  business  upon  a  paid-f  or  basis,  in- 
stead of  upon  a  basis  of  insurance  in  force,  «vhich  is  not  paid  for, 
I  have  decreased  my  own  self,  from  one  thousand  dollars  to  fifteen 
hundred  dollars  a  year,  at  least  one  thousand  dollars  a  year. 

Q.  You  paid  for  that  on  the  basis  of  insurance  ?  A.  I  am  talk- 
ing of  what  we  are  doing  now. 

Q.  I  know  that,  but  before  that  were  you  paid  upon  a  basis  of 
insurance  not  paid  for  ?  A.  I  was  not  paid  at  all,  except  as  I  gave 
you  a  list. 

Q.  I  know,  but  you  have  said  there  was  some  change  when  the 
Agency  and  Investment  Company  was  incorporated.  A.  Then  the 
new  contracts  went  into  effect  and  I  was  paid  on  the  basis  of  new 
insurance  in  force. 

Q.  What  were  you  paid  on  the  basis  of  before  ?  A.  Well,  I  do 
not  know  as  I  can  tell.  I.  think  when  I  made  this  arrangement,  Mr. 
Hughes,  with  the  'other  people  to  furnish  me  a  sum  of  money  to 
further  the  interests  of  the  company,  it  was  agreed  that  I  was  to 
have  ten  per  cent,  of  the  expense  portion  of  the  premium  as  a  salary 
and  that  I  drew  that  thereafter,  and  that  was  my  salary,  of  the  one 
thousand  dollars  and  the  twelve  hundred  dollars  and  the  two  thou- 
sand dollars  which  is  reported  there  prior  to  the  organization  of  the 
Investment  Company.  That  is  my  impression.  Mr.  Hughes,  if  the 
Committee  will  allow  me  to,  and  yourself,  I  should  like  to  make  a 
little  further  statement  about  the  condition  of  the  Security  Mutual 
Life  Association,  at  the  time  the  Agency  and  Investment  Company 
was  organized.  I  thought  I  made  myself  clear  yesterday,  but  owing 
{0  gome  misstaternents  which  were  in  the  papers  this  morning,  I 
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fear  I  did  not  do  so,  and  with  your  permission  I  would  like  to  make 
the  statements. 

Q.  Go  on,  Mr.  Turner.  A.  During  the  year  prior  to  the  or- 
ganization of  the  Agency  and  Investment  Company  we  had  not 
only  used  all  of  the  expense  portion  of  the  premitmis  in  payment 
of  the  expense  of  the  company  and  the  moneys  available  for  that 
purpose,  but  we  had  created  an  indebtedness  as  shown  here  of 
twelve  thousand  dollars.  I  want  to  make  it  clear  to  the  Com- 
mittee that  at  that  time  the  Security  Mutual  Life  Association  had 
m  actual  cash  assets  upward  of  two  hundred  thousand  dollars, 
and  that  with  that  money  in  the  treasury  of  the  Security  Mutual 
Life  Association,  we  borrowed  the  money  necessary  to  pay  the 
expenses  of  the  association  which  in  no  manner  was  an  indebted- 
ness against  the  policyholder,  and  that  we  formed  the  Agency  and 
Investment  Company  for  the  purpose  of  procuring  moneys  to  fur- 
ther the  interest  of  the  association  instead  of  appropriating  or 
borrowing  the  moneys  of  the  Security  Mutual  Life  Association. 
Now,  Mr.  Hughes,  from  the  date  of  the  organization  of  the  Se- 
curity Mutual  Life  Association,  the  moment  a  premium  came  into 
our  office  we  divided  it  into  three  funds,  a  mortuary,  reserve  and 
expense  funds,  those  funds  were  never  banked  together  but  in 
separate  accounts  and  I  think  that  principally  in  separate  banks, 
were  they  not,  Mr.  Jenkins? 

ME.  JENiniSrS :  They  were. 

THE  WITNESS :  Now,  our  by-laws  provided  that  no  moneys 
of  the  mortuary  or  reserve  fund  could  be  drawn  upon  except  by 
check  and  the  signature  of  our  Treasurer,  our  President  and  one 
other  officer  of  the  company,  that  is  myself,  but  the  Yice-presi- 
dent  could  take  the  place  of  the  President  in  the  event  of  his 
being  absent.  I  think  that  is  the  whole  that  I  wanted  to  establish. 
What  I  was  going  to  say,  the  money,  the  two  hundred  thousand 
dollars  which  the  Security  Mutual  Life  Association  had  at  the 
time  of  the  incorporation  of  the  Agency  and  Investment  Com- 
pany, belonged  to  the  Mortuary  and  Reserve  Fund  of  the  asso- 
ciation. 

Q.  Well,  it  did  not  have  money  to  pay  its  expenses?  A.  And 
they  were  held  always  from  the  date  of  incorporation  until  — 
they  always  have  been  held  inviolate  and  kept  in  the  fund  to  the 
credit  of  the  policyholder.  They  have  never  been  mixed  with  the 
expense  fund  of  the  association. 
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Q.  As  I  understand  the  case,  the  Secunty  Mutual  Life  Asso- 
ciation did  not  have  the  money  to  meet  its  expenses?  A.  Not 
in  its  expense  fund. 

Q.  And  the  Agency  and  Investment  Company  came  to  the 
money?     A.  That  is  true. 

Q.  And  the  Agency  and  Investment  Company  came  to  the 
assistance  of  the  Life  Association  at  a  critical  time?  A.  Cer- 
tainly. 

Q.  And  the  capital  stock  of  the  Agency  and  Investment  Com- 
pany in  effect  represents  the  advances  that  were  made  to  the  life 
insurance  company  ?    A.  Yes,  sir. 

Q.  But  the  result  of  the  situation  is  that  the  policyholders  of 
the  Security  Mutual  Life  Association  have  no  control  over  your 
salary?  A.  Well,  my  salary  is  limited  to  a  certain  amount,  fifty 
cents  a  thousand. 

Q.  But  the  policyholders  of  the  Security  Mutual  Life  Asso- 
ciation cannot  say  for  example,  next  year,  you  shall  have  a  salary 
of  ten  thousand  dollars?  A.  Oh,  no,  they  cannot,  because  they 
made  this  contract. 

Q.  Exactly.  And  further,  it  appears  that  as  long  as  you  do 
not  exceed  the  commission  of  five  per  cent,  the  stockholders  of 
the  Agency  and  Investment  Company  are  guaranteed  twelve  per 
cent,  dividends?  A.  Yes,  so  long  as  it  does  not  exceed  five  per 
cent. 

Q.  But  whatever  yoxir  salary  may  be,  it  is  to  be  paid  out  of 
the  expense  portion  of  the  premiums?     A.  Certainly. 

Q.  That  is  to  say,  the  amount  to  be  paid  the  Agency  and  In- 
vestment Company  is  a  charge  against  the  expenses  of  the  asso- 
ciation?    A.  Yes. 

Q.  But  you  are  there  in  the  unique  position  of  being  protected 
by  a  contract  between  the  two  companies,  so  that  your  compensa- 
tion is  not  to  be  put  within  the  control  of  the  life  insurance 
company  ?     A.  No,  I  think  that  is  true. 

Q.  Now,  with  regard  to  the  history  of  your  company,  you  were 
originally  an  assessment  company?     A.  Yes. 

Q.  And  under  that  form  of  organization  you  are  not  required 
by  the  law  of  the  State  to  put  up  any  reserve  ?     A.  No. 

Q.  You  are  not  required  to  maintain  any  particular  amount 
of  assets  ?     A.  Not  until  the  amendment  of  the  law. 

Q.  "We  will  come  to  that  in  a  moment.  When  you  were  or- 
ganized?    A.  Yes. 
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Q.  And  the  law  which  permitted  that  form  of  incorporation 
was  a  law  passed  away  hack  in  1883?  A.  Yes,  sir;  three  years 
before  we  were  incorporated. 

Q.  In  other  words,  the  theory  of  that  law  was  that  your  capacity 
to  levy  assessments  to  meet  whatever  liabilities  you  were  under 
established  your  legal  solvency  ?  A.  Yes,  taking  the  place  of  the 
reserve. 

Q.  You  were  always  in  a  position  where,  as  you  needed  the 
money,  you  could  call  for  it?     A.  Yes. 

Q.  And  did  you  not  have  to  pay  under  your  contracts  more  than 
you  could  get  in  upon  a  call  ?  A.  Now,  will  you  pardon  me  to  say 
that  since  the  d*te  of  incorporation  as  a  co-operative  company  the 
Sepurity  Mutual  Association  or  Insurance  Company  has  paid  every 
valid  claim  in  full  immediately  on  receipt  of  proof  with  the  excep- 
tipn  of  —  every  valid  daim  with  the  exception  sometimes  of  a 
reduction  on  account  of  their  not  having  paid  their  premiums. 

Q.  I  think  we  have  a  statement  on  that  point  we  will  introduce 
later.     A.  I  did  not  know  there  was  such  a  statement. 

Q.  I  want  to  get  a  connected  history  of  your  company.  You 
were  on  this  assessment  basis,  and  while  you  were  on  the  assess- 
ment basis  you  did,  as  matter  of  fact,  provide  for  a  contract  re- 
serve, not  a  reserve  by  any  statute,  but  required  by  your  policies  ? 
A.  By  our  policies,  yes,  sir. 

Q.  Did  the  insurance  department  require  you  to  treat  the  con- 
tract reserve  asia  liability?     A.  I  don't  think  so,  no,  sir. 

Q.  Now  while  you  were  an  assessment  company  you  still  de- 
sired to  charge  a  level  premium  in  effect  and  you  made  your  rates 
at  the  outset  with  the  idea  they  would  be  sufficient  to  carry  the 
policy  and  there  would  be  no  increased  assessment  required  ?  A. 
We  made  our  rates  that  way ;  we  desired  to  charge  a  level  rate  — 
yes,  you  are  right  about  that,  Mr.  Hughes.  Would  yoii  like  to 
have  me  tell  you  how  I  arrived  at  that  conclusion  that  the  accimau- 
lations  would  be  ample  that  we  had  corrected  the  error  of  after 
death  assessmentism  and  provided  absolute  insurance  at  the  least 
cost  consistent  with  safety? 

Q.  It  is  always  interesting  to  trace  the  genealogy  of  an  error. 
A.  I  was  not  an  actuary  in  any  sense  of  the  word,  but  I  took  the 
rate  of  assessment  companies  —  I  took  the  rates  of  the  Provident 
Savings,  of  which  Mr.  Shepard  Homans,  the  leading  actuary  of 
the  country,  was  President,  and  which  he  made;  and  I  took  his 
rates  more  particularly  than  any  other  that  he  was  issuing  at  that 
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lime,  and  which  he  was  saying  in  his  circulars  that  undoubtedly 
that  they  would  be  continued  for  long  years  without  increase ;  I 
took  those  rates  and  added  to  them  and  made  a  larger  rate  and 
deemed  myself  absolutely  safe  in  the  fact  that  I  was  getting  a 
reserve  enough  with  the  accumulations  from  lapses  and  interest 
and  the  lower  mortality  which  we  would  sustain  in  earlier  years  to 
carry  that  policy  during  the  expectation  of  life  if  not  during  the 
entire  life  of  the  insured.     That  is  how  I  arrived  at  it. 

BY  Mil.  COX: 

Q.  What  was  your  business  at  this  time  you  began  to  make  this 
calculation  ?    A.  I  was  in  the  accident  insurance  business. 

Q.  You  have  been  an  actuary?  A.  I  never  had  been  an 
actuary  never  had  been  a  man  of  figures  at  all. 

Q.  You  had  been  a  solicitor  for  accident  insurance?  A.  I  had 
been  the  manager  or  superintendent  of  agents  of  an  accident 
company  for  several  years. 

BY  ME.  HUGHES: 

Q.  Didn't  you  have  a  consulting  actuary  ?  A.  I  had  Mr.  Price, 
of  whom  I  told  you. 

Q.  What  were  his  connections?  A.  Well,  he  was  a  book- 
keeper, and,  as  I  said  the  other  day,  a  so-called  actuary — ^he  calls 
himself  one,  and  I  think  he  did  generally  understand  a  good  deal 
about  the  figijres  of  life  insurance. 

Q.  When  did  you  first  have  a  consulting  actuary?  A.  We  had 
Mr.  Whiting  directly  after  Mr.  Price  got  through  with  the  com- 
pany. 

Q.  ITow,  what  time  was  that  ?  A.  Mr.  Price  was  with  the  com- 
pany something  over  a  year. 

Q.  Then  did  Mr.  Whiting  come  in  ?  A.  Mr..  Whiting  became 
our  consulting  actuary. 

Q.  What  was  his  relation  to  the  business?  A.  He  was  our 
consulting  actuary. 

Q.  Was  he  connected  with  the  Insurance  Department?  A. 
No,  sir. 

Q.  Did  you  ever  have  a  consulting  actuary  who  was  connected 
with  the  Insurance  Department?    A.  Yes,  sir. 

Q.  During  what  time  ?    A.  Well,  I  couldn't  tell  you  about  that. 

Q.  What  was  his  name?    A.  His  name  was  Kiefer. 

Q.  When  did  he  first  become  your  consulting  actuary?  A.  It 
was  after  the  death  of  Mr.  Whiting. 
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Q.  When  was  that?     A.  I  don't  know,  sir. 

Q.  How  many  years  ago  ?     A.  I  cannot  tell  you  the  date. 

Q.  How  long  was  Mr.  Kiefer  your  consulting  actuary?'  A.  T 
don't  know  that. 

Q.  When  did  he  cease  to  be  such — ^how  long  ago  ?  A.  I  don't 
know  that,  sir. 

Q.  Was  he  consulting  actuary  for  your  company  at  the  same 
time. that  he  was  in  the  department?  A.  You  said  an  officer  of 
the  Insurance  Department. 

Q.  I  did  not  mean  an  officer;  he  was  connected  with  it?  A. 
Yes,  he  was  a  clerk  there,  I  understand,  in  the  Actuarial  Depart- 
ment. 

Q.  Was  he  consulting  actuary  of  your  company  while  he  was  a 
clerk  in  the  Insurance  Department  ?    A.  Yes,  sir. 

BY  ME.  COX:  •  ' 

Q.  How  much  did  you  pay  him  per  annum  ?  A.  I  will  state  the 
whole  transaction  if  you  would  like  to  hear.  After  Mr.  Whiting's 
death  there  was  some  tables  which  I  wanted  which  I  did  not  know 
how  to  get  and  some  matters  that  I  wanted  to  know  about,  and  on 
a  trip  to  Albany  one  time  I  stated  to  Mr.  Kiefer,  asking  him  who 
I  was  to  go  to  in  a  conversation  with  him,  he  says  the  particular 
thing  you  want  there  I  think  I  can  give  you  without  any  expense  to 
you,  and  he  did  give  me  some  tables  which  were  in  the  Department 
and  which  I  have  now  in  my  office;  and  after  that  I  asked  him  to 
do  some  work  and  sent  to  him — asked  him  how  much  it  was  and 
he  said,  "  Why,  I  don't  know;  I  will  make  no  charge  to  you." 
"  Well,  now,"  I  said,  "Mr.  Kiefer,  we  want  to  consult  some  actuary 
and  I  would  like  to  consult  you;  I  know  you;  we  have  all  the  time 
matters  " — ^you  understand  at  that  time  we  did  not  have  any  re- 
serve, that  is,  outside  of  that  provided  in  the  article  which  you 
read,  and  there  was  in  my  opinion  no  need  of  the  expense  of  an 
actuary ;  and  Mr.  Kiefer  said,  "  I  am  willing  to  do  anything  for 
you;  Mr.  Turner,  I  can,"  and  he  commenced  and  he  did  give  me 
tables  and  I  paid  him  the  same  rate  as  I  had  Mr.  Whiting. 

Q.  What  was  that  ?     A.  $1,000  a  year. 

Q.  A  thousand  dollars  a  year,  and  what  was  the  salary  in  the 
Insurance  Department?    A.  I  don't  know  anything  about  that. 

Q.  How  long  did  that  continue  ?     A.  I  could  not  tell  you  that. 

Q.  Well,  did  it  continue  until  comparatively  recently?  A.  1 
think  so. 
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Q.  Until  within  a  year?  A.  I  don't  know  but  what  it  is  in 
force  now ;  I  don't  know. 

Q.  You  have  a  regular  actuary  now?  A.  We  have  a  regular 
actuary,  came  with  ug  two  years  ago.  I  don't  know  anything 
about  it.  You  are  asking  me  something  upon  which  I  don't  know 
anything  about  except  that  this  arrangement  was  made  and  it 
never  occurred  to  me  that  he  was  au  employee  of  the  State  of  New 
York,  and  I  don't  think  that  he  ever  did  any  business  for  us  at  a 
time  when  it  interfered  with  his  business. 

Q.  He  was  able  to  keep  those  matters  entirely  distinct?  A.  T 
don't  know  anything  about  it,  but  I  suppose  so. 

Q.  Now  to  go  back  a  moment — ^you  were  an  assessment  com- 
pany and  with  the  computations  you  had  made  confident  that  you 
could  maintain A.  Yes,  sir. 

Q.  a  certain  rate  of  charge  without  increase  ?     A.  Yes. 

Q.  And  that  was  really  what  you  called  a  stipulated  premium  ? 
A.  Yes. 

Q.  That  is  it  was  a  premium  which  was  stipulated  and  ex- 
pected to  remain  constant,  but  it  was  coupled  with  a  provision 
if  necessity  required A.  If  necessity  required — ^if  the  act- 
ual mortality 

Q.  It  was  not  quite  on  the  level — it  was  not  quite  a  level 
premium?  A.  It  was  absolutely  on  the  level,  but  not  a  level 
premium. 

Q.  Now,  then,  this  stipulated  premium  was  continued  for  a 
number  of  years — I  mean  until — ^without  any  provision  for  re- 
serve until  the  Law  of  1892  compelled  the  reserve  that  we  have 
just  read  ?     A.  Yes,  sir. 

Q.  Of  one  periodical  call  which  you  intended  to  mean  one 
annual  premium?     A.  Yes,  sir. 

Q.  Now,  your  company  was  suffering,  was  it  not,  from  the 
fact  that  it  was  classed  as  an  assessment  organization  ?  A.  Yes, 
sir. 

Q.  It  hurt  your  business  all  over  the  country?     A.  Yes. 

Q.  Although  you  were  freed  from  the  necessity  of  maintain- 
ing such  reserve  as  was  required  of  the  old  line  companies,  that 
freedom  did  not  offset  the  disadvantage  of  being  knowa  as  an 
assessment  company  ?     A.  That  is  right. 

Q.  And  you  wanted  to  get  out  of  that  class?  A.  Well,  we 
wanted  to  get  somewhere  where  we  could  increase  our  business. 

Q.  Now  you  had  a  law  passed  to  accomplish  that  purpose. 


Testimony  of  Chcurhs  M.  Turner.  3395 

didn't  you?     A.  I  beg  your  pardon — I  did  not  have  any  law 
passed. 

Q.  Did  you  not  take  part  in  the  effort  to  procure  the  pas- 
sage of  the  stipulated  premium  law?  A.  We  wanted  the  stipii- 
lated  premium  law  and  after  we  knew  of  it  of  course  we  did 
all  we  could  to  have  it  passed. 

Q.  Now  I  refer  to  the  stipulated  premium  law  to  that  part  of 
the  Insurance  Law  which  appears  in  Article  10  which  was  added 
by  Chapter  85  of  the  Laws  of  1898  and  entitled  "  Life  Insurance 
Corporations  on  the  Stipulated  Premium  Plan."  Now,  you 
favored  that  ?     A.  I  was  in  favor  of  it. 

Q.  You  were  aware  of  the  fact  that  such  a  measure  was  pend- 
ing before  the  Legislature  ?     A.  I  was,  yes,  sir. 

Q.  And  after  the  passage  of  that  act  you  came  in  under  your 
provisions?    A.  Yes. 

Q.  Do  you  know  of  any  other  company  in  the  State  of  New 
York  that  came  in  under  its  provisions?  A.  I  do  not.  It  was 
generally  understood  at  the  time  that  there  would  be  at  least 
one  company  would  come  in  under  it. 

Q.  And  what  was  that?    A.  The  Mutual  Reserve. 

Q.  Were  you  at  all  co-operating  with  the  Mutual  Reserve  in 
procuring  the  passage  of  the  law?  A.  No,  sir,  I  never  did  any 
Active  work  in  procuring  the  passage  of  that  or  any  other  law. 

Q.   Who  did  ?    A.  I  don't  know. 

Q.  This  did  not  come  up  of  itself,  did  it?  A.  I  don't  know; 
it  was  a  departmental  measure. 

Q.  Departmental  measure  ?    A.  Yes. 

Q.  What  interest  had  the  Insurance  Department  in  providing 
for  any  such  measure  ?  A.  I  don't  know,  sir.  The  only  interest 
I  knew  they  had  was  in  their  desire  to  have  a  law  that  the  worthy 
co-operative  companies,  those  that  were  paying  their  claims  in 
full  or  providing  a  lower  cost  of  insurance  could  come  in  and  get 
out  of  the  odium  of  post  mortem  assessmentism;  and  that  was 
my  idea. 

Q.  That  was  ])eculiarly  the  case  of  your  company?  A.  That 
was  peculiarly  the  case  of  our  company. 

Q.  Now  is  there  any  other  company  save  your  own  that  has 
ever  been  under  the  provisions  of  Article  10?  A.  I  don't  know, 
I  could  not  tell  you. 

Q.  Isn't  it  your  understanding  that  yours  is  the  only  one  that 
ever  came  under  that  law?  A.  It  is,  it  is  my  undersUnding ; 
still  I  don't  know  that  fact. 
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Q.  JSTgw,  there  was  a  reserve  provided  by  this  law  —  the  stipu- 
lated premium  law?    A.  Yes,  sir. 

Q.  And  that  is  found  in  Sections  305  and  306.  I  want  to  call 
your  attention  to  the  provisions  of  Section  305,  "  Every  such  cor- 
poration or  association  shall  accumulate  and  at  all  times  main- 
tain upon  all  of  its  policies  or  certificates  outstanding  and  in 
force  a  reserve  fund  of  not  less  than  one  annual  net  premium 
for  a  one-year  term  insurance  computed  on  the  combined  ex- 
perience or  actuaries  table  of  mortality  with  interest  at  four  per 
centum  per  annum  at  the  age  last  attained  prior  to  the  date  o£ 
the  valuation."  JSTow  that  was  a  very  different  reserve  from  the 
reserve  required  of  the  level  premium  companies  ?  A.  I  am  not 
enough  of  an  actuary  to  tell  you  what  the  difference  is,  but  my 
impression  was  it  v/as  about  equivalent  to  a  term  reserve  as 
maintained  by  reserve  companies. 

Q.  Now,  let  us  see  for  a  moment :  Suppose  a  man  is  aged  40 
and  he  has  had  a  policy  for  say  ten  years  for  a  thousand  dollars. 
Now  under  this  stipulated  premium  law  that  policy  in  force  for 
ten  years  would  have  a  reserve  against  it  of  not  less  than  one 
annual  net  premium  for  a  one-year  term  insurance  computed  on 
the  combined  experience  of  actuaries  table  of  mortality  with  in- 
terest at  4  per  cent,  per  annum  at  the  age  last  attained  prior  to 
the  date  of  the  valuation.  JSTow,  what  would  be  the  difference 
between  the  reserve  on  that  valuation  and  the  reserve  required 
of  an  old  line  company  upon  such  a  policy?  A.  Upon  a  one- 
year  term  policy 

Q.  No,  no;  upon  a  policy  taken  out  at  age  30  in  force  for 
ten  years  —  take  a  life  policy  ?  A.  Well,  but  that  was  not  a  life 
policy. 

Q.  Don't  you  issue  life  policies?  A.  Every  one  of  those 
policies  issued  under  that  Article  10  contained  a  provision  wherein 
in  event  of  the  death  at  attained  age  exceeding  the  rate  we  were 
collecting  would  enable  us  to  collect  additional  money. 

Q.  Of  course ;  in  other  words  it  had  a  stipulated  premium  and 
then  a  provision  for  increase  if  necessity  required  ?    A.  Yes. 

Q.  But  is  was  contemplated  your  stipulated  premium  would 
not  have  to  be  increased?  A.  What  I  might  have  figured  and 
what  I  might  have  believed  in  my  own  mind  had  nothing  to  do 
with  the  contract  between  the  insured  and  our  company. 

Q.  It  had  a  great  deal  to  do  with  the  getting  of  the  contract  ? 
A,  Well,  it  might. 
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Q.  In  other  words,  while  you  had  this  reserved  right  of  in- 
crease you  had  fixed  your  rates  at  that  time  and  you  had  come 
in  under  this  law  with  the  confident  expecta-tion  you  could  go 
along  without  increase?  A.  I  believe  it,  yes,  sir,  as  I  said  be- 
fore. 

Q.  And  it  was  freely  represented  that  that  was  the  belief  of 
the  management?  A.  I  didn't  represent  it  to  everybody  that 
was  my  belief.  'Sow,  as  to  the  policies  issued  at  that  time  I  still 
believe  it  and  I  am  sure  —  as  sure  as  I  can  be  of  anything  that 
there  will  not  be  any  increase  upon  those  rates. 

Q.  Now,  I  would  like  to  have  a  form  of  policy  which  you 
issued  while  you  were  under  Article  10,  if  you  have  such  a  form, 
so  that  we  might  have  no  misapprehension  regarding  the  exact 
terms  of  it  —  that  is  aU.     A.  Have  you  got  it  here,  Mr.  Jenkins  ? 

ME.  JENKINS:     No,  I  have  not. 

Q.  Isn't  it  a  fact  the  the  reserved  required  by  this  law  valuing 
all  your  outstanding  policies  as  one-year  term  policies  at  attained 
age  was  a  great  deal  less  than  the  reserve  required  of  the  old 
line  companies  on  ordinary  life  policies  ?  A.  Well,  if  we  issued 
ordinary  life  policies  I  think  we  would  carry  the  same  reserve 
that  an  old  line  company  would,  but  the  stipulated  premium 
policy  which  we  issued  we  considered  term  insurance. 

Q.  Without  taking  up  for  the  moment  what  you  considered 
it,  wasn't  it  the  fact  that  the  reserve  required  of  the  old  line  com- 
panies on  ordinary  life  policies  was  a  great  deal  more  than  the 
reserved  required  on  your  policies  under  this  method  valuation  in 
Section  305  ?    A.  Not  upon  the  same  kind  of  policies. 

Q.  Well,  that  brings  us  to  the  result  that  you  did  not  think 
they  were  the  same  kind.     A.  I  Imow  they  were  not. 

Q.  Now  I  want  to  know  whether  without  reference  to  whether 
you  think  they  were  the  same  kind,  the  reserve  was  more  or 
less  ?  A.  Certainly  the  reserve  on  a  term  policy  under  the  stip- 
ulated premium  policy  would  be  less  than  a  whole  life  policy 
imder  the  so-called  old  Hne  law. 

Q.  What  do  you  mean  by  a  term  policy  under  the  stipulated 
premium  law  ?  A.  I  mean  all  policies  we  issued  were  stipulated 
premium  policies,  so  accounted  for  and  carried  the  same  as  term 
contracts. 

Q.  You    treated    them  ae  such,  but    what  was    there  in  the 
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policy  which  made  them  term  contracts?     Were  they  policies  to 
be  paid  at  death  ?     A.  The  right  to  increase  the  premium. 

Q.  Was  there  anything  else?     A.  I  don't  think  so. 

Q.  They  were  policies  payable  in  the  event  of  death  ?  A.  Yes, 
sir. 

Q.  They  were  policies  to  be  carried  by  the  payment  of  the 
stipulated  amount  of  such  increased  amoimt  as  might  be  re- 
quired through  the  whole  life  ?     A.  Sure. 

Q.  And  the  only  difference  between  that  form  of  policy  and 
the  ordinary  life  policy  was  that  in  your  form  you  had  a  pro- 
vision for  increase  if  necessity  required?  A.  We  had  such  a 
provision. 

Q.  Now,  without  reference  to  whether  they  should  be  con- 
sidered the  same  or  different,  the  fact  is  that  the  reverve  upon 
your  form  of  policy  under  Section  No.  305  of  the  Insurance  Law 
was  much  less  than  the  reserve  upon  the  same  kind  of  policy 
with  the  provision  for  increase  omitted.  A.  I  won't  admit  that 
on  the  same  kind  of  policy. 

Q.  I  say  with  the  provision  for  increase  omitted?     A.  If  it  - 
was  a  term  of  policy  it  was  about  the  same  in  my  opinion. 

Q.  You  understand  that  a  term  policy  is  insurancefor  a  term, 
don't  you?  A.  So  was  the  stipulated  premium  policy  in  effect, 
because  there  was  a  right  there  to  increase  the  cost  at  any  time, 
if  it  was  necessary. 

Q.  I  know,  you  say  jt  is  the  same.  We  don't  want  a  matter 
of  argument;  we  want  the  fact.  A.  It  is  a  matter  of  opinion, 
that  is  all. 

Q.  Ordinarily  speaking  term  insurance  is  insurance  for  a  fixed 
period,  isn't  it?  A  term  of  one  year,  a  term  of  twenty  years,  or 
a  term  of  any  period  that  may  be  mentioned?     A.  Yes. 

Q.  Your  policy  was  a  policy  which  as  long  as  the  man  paid 
was  good  for  life?  A.  Good  for  life  if  he  paid  an  increase  when 
an  increase  was  required. 

Q.  In  the  one  case  of  ordinary  life  policy,  a  policy  is  given  for 
life  if  he  pays  the  premium  required,  but  in  your  case  it  was  good 
for  life  if  the  man  paid  the  premium  required  —  in  the  one  case 
the  premium  is  fixed,  in  the  other  case  it  is  partly  fixed  and  partly 
left  to  be  increased  if  necessity  required?  A.  In  one  case  it  is 
fixed,  in  one  case  not  fixed  at  all. 

Q.  All  I  want  is  the  fact  —  whatever  may  be  said  —  and  you 
can  say  aU  you  wish  to  on  that  pointj  with  regard  to  the  con- 
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ditions,  the  reserve  in  the  one  case  of  the  stipulated  premium  was 
a  good  deal  less  than  in  the  other.  A.  I  won't  admit  it,  not  on 
the  same  kind  of  policy.  I  will  admit  that  the  reserve  on  the  stip- 
ulated premium  policy  was  less  than  the  reserve  on  the  whole  life 
policy. 

Q.  That  is  all  I  want  you  to  say.  Now,  how  much  less  was 
it?     A.  I  don't  know. 

Q.  A  great  deal  less,  wasn't  it?  A.  Yes,  sir,  term  reserve  on 
a  stipulated  policy,  and  life  reserve  under  a  whole  life  policy. 

Q.  It  might  be  at  certain  ages  one-fifth  r^e  much?  A.  I  don't 
know. 

Q.  One-tenth  as  much  in  certain  cases?  A.  My  actuary  may 
be  able  to  tell  you,  I  could  not. 

Q.  What  was  the  advantage  to  your  company  of  having  a  stip- 
ulated premium  law  with  a  provision  for  a  reserve  of  that  descrip- 
tion? A.  This,  that  the  smaller  assessment  companies  could  not 
put  up  the  money  necessary,  deposit  one  hundred  thousand  dollars 
with  the  Department,  could  not  put  up  the  money  which  was  neces- 
sary and  could  not  put  up  the  reserve,  and  by  re-incorporating 
under  this  Article  we  would  get  'away  from  the  company  in  which 
we  were  classed. 

Q.  Get  in  a  class  by  yourself?     A.  Yes. 

Q.  I  mean  in  a  better  class  ?  A.  That  is  what  we  —  that  is 
why  we  re-incorporated. 

Q.  The  point  is  you  could  sever  yourselves  from  the  class  of  the 
assessment  insurance  ?     A.  Yes  — 

Q.  And  which  received  a  great  deal  of  criticism,  and  you  did 
not  have  to  go  to  the  point  of  putting  up  the  reserve  required  to 
make  you  a  regular  premium  company?  A.  We  did  have  the  re- 
serve of  term  insurance. 

Q.  I  know  you  put  up  reserve  under  305,  but  you  were  not 
required  to  put  up  the  reserve  which  an  old  line  had  put  upon 
ordinary  life  policies?     A.  They  were  not  ordinary  life  policies. 

Q.  No,  because  you  had  this  right  to  increase  the  premiums. 
A.  You  can  readily  understand  this. 

Q.  Pardon  me  now  —  at  that  time  it  was  suggested  by  Mr. 
Jenkins,  you  could  not  form  an  old-line  mutual  life  premium  com- 
pany?    A.  The  law  would  not  admit  of  doing  it. 

Q.  You  had  to  have  a  stocik  company  for  that?     A.  Yes. 

Q.  In  other  words,  the  old-line  mutual  companies  at  that  time 
were  operating  under  special  charters?  A.  Well,  I  know  they  had 
the  monopoly  of  the  mutual  insurance. 
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Q.  You  could  not  come  in  under  Article  2  of  tlie  Insurance 
Law,  because  that  did  not  apply  to  companies  operating  under 
Article  6,  which  was  the  Assessment  Law?  A.  Yes,  sir;  wo 
could  do  it 

Q.  How?  A.  The  law  provided  we  could  re-incorporate  as  a 
stock  company. 

Q.  As  a  stock  company?     A.  Yes.     Under  Article  No.  2. 

Q.  But  you  could  not  come  in  as  you  were  then  organized,  and 
operating  under  the  Chapter  relating  to  assessment  companies  and 
re-incorporate  as  a  level  premium  company?  A.  I  think  we  could 
come,  yes,  sir. 

Q.  They  could  not  at  that  time  reorganize  unde*.  Article  2, 
or  Article  6  of  the  Assessment  LaAV  ? 

MK.  JENKINS:  Except  as  a  stock  company. 

THE  "WITNESS:  "We  could  re-incorporate  as  a  stock  com- 
pany, 

Q    Not  as  a  mutual?     A.  "We  could  not  as  a  mutual. 

Q.  So  you  had  that  advantage?  A.  Now,  Mr.  Hughes,  I  did 
not  belieA'^e  I  had  any  right  to  re-incorporate  the  Security  Mutual 
as  a  stock  company.  I  had  approximately  seven  hundred  thou- 
sand dollars  of  policyholders'  money;  the  company  was  mutual 
and  I  felt  I  had  no  right  to  re-incorporate  as  a  stock  company. 

Q.  So  that  you,  through  the  stipulated  premium  law,  got  the 
advantage  of  no  longer  being  classed  as  an  assessment  company? 
A.  That  was  the  idea. 

Q.  Did  you  get  a  certificate  from  the  Insurance  Department 
that  you  were  now  in  a  position  where  you  had  a  different 
standard  of  solvency  than  you  had  previously  had?     A.  Yes. 

Q.  An  assessment  company  has  no  standard  of  solvency?  A. 
Yes. 

Q.  You  had  a  standard  of  solvency  by  this  provision  of  re- 
serve fund,  didn't  you?     A.  Yes. 

Q.  And  you  reported  to  the  Department  and  the  Department 
would  examine  you  and  say  whether  you  had  the  reserve  re- 
quired, and  v/hether  you  would  be  passed  or  criticised?     A.  Yes. 

Q.  Now,  the  result  of  this  legislation,  and  your  coming  in  un- 
der it  in  1898,  created  quite  a  storm  of  protest  throughout  the 
country,  didn't  it?     A.  I  never  heard  any. 

Q.  Did  you  not  have  difiiculties  with  other  States?     A.  I  don't 
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think  so;  I  cannot  remember  any  difficulty  we  ever  had  with  other 
States. 

Q.  Wasn't  there  a  great  deal  of  criticism  of  this  law  through- 
out the  country?     A.  Other  States  adopted  this  law. 

Q.  "Wasn't  there  a  great  deal  of  criticism?  A.  I  don't  remem- 
ber anything,  Mr.  Hughes,  that  was  ever  made  with  our  com- 
pany. 

Q.  Weren't  you  virtually  driven  to  abandon  it  and  re-incor- 
porate as  an  old-line  company?     A.  I^o,  sir. 

Q.  Why  did  you  do  it?  A.  I  will  tell  you  why  we  did^ — I 
will  tell  you  why  we  re-incorporated  the  second  time  as  an  old- 
line  company,  mutual  company,  which  we  could  do  after  we  be- 
came a  stipulated  premium  company. 

Q.  Won't  you  pardon  me  a  moment.  While  before  the  pass- 
age of  the  Stipulated  Premium  Law  you  could  not  incorporate 
as  an  old-line  company,  except  you  went  on  a  stock  basis,  after 
the  passage  of  the  Stipulated  Premium  Law  and  your  orgari- 
zation  thereunder,  then  you  were  no  longer  unable  to  incorporate 
under  the  Article  2  providing  for  level  premium  companies?  A. 
We  did  re-incorporate  under  it.  There  is  a  legal  point  in  there  I 
don't  anything  about. 

Q.  The  legal  point  is  that  by  your  passing  through  the  stip- 
ulated premium  gate,  you  coidd  get  into  the  old-line  paradise. 
A.  Yes,  perhaps  so,  although  I  am  not  so  much  stuck  on  it  as  I 
would  call  it  entirely  a  paradise.  I  have  very  peculiar  views 
about  the  cost  of  life  insurance. 

THE  CHAIEMAlSr:  Views  about  insurance  or  about  para- 
dise? 

THE  WITNESS:  Well,  about  both,  if  you  like.  Where 
was  I? 

BY  ME.  HUGHES: 

Q.  You  were  going  to  tell  me  why  you  re-incorporated?  A. 
I  will  tell  you  why  we  re-incorporated ;  because  the  law  was  not 
cold  upon  the  books — ^upon  the  statute  books  of  the  State  of 
JSTew  York,  hardly,  before  Ohio  passed  a  similar  law,  leaving 
out  the  deposit  with  the  Insurance  Department  of  one  hundred 
thousand  dollars  and  making  it  five  thousand  dollars. 

Q.  So  that  anybody  could  come  under  it  ?  A.  And  the  reserve, 
Mr.  Hughes,  to  be  accumulated  was  the  same  as  our  policy,  but 
onlv  applied  to  new  polici"'  -vhich  they  might  write.     Now,  Mis- 
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souri  passed  a  similar  law,  and  Minnesota  passed  a  similar  law — 
I  may  be  mistaken  in  this,  I  am  telling  you  from  memory  entirely, 
Mr.  Hughes,  because  I  have  not  thought  of  the  thing  in  years, 
but  many  of  the  States  did  pass  similar  laws,  leaving  out  the  re- 
strictions, making  it  possible  for  any  kind  of  a  company,  assess- 
ment company,  to  re-incorporate  as  an  old-line  company. 

ME.  JEISTKIlSrS :  As  a  stipulated  premium. 

THE  VITNESS:  As  a  stipulated  premium  company.  Now, 
to  get  out  of  the  class  of  assessment  companies,  effectiially,  we 
re-incorporated  the  second  time,  that  is  all  there  was  to  it. 

Q.  Then  you  became  a  regular  old  line  company  ?  A.  We  did, 
sir. 

Q.  And  you  did  not  have  to  go  on  the  capital  stock  basis  to  do 
it  ?     A.  No,  sir. 

Q.  And  that  was  because  you  went  from  the  stipulated  premium 
stage  to  the  old  line  stage  ?     A.  That  is  all. 

Q.  Not  from  the  assessment  stage?     A.  I  so  understand  it. 

Q.  Now,  when  you  put  up  the  one  hundred  thousand  dollars 
with  the  Superintendent  of  Insurance,  when  you  became  a  stipu- 
lated premium  company,  where  did  the  money  come  from  ?  A. 
From  the  reserve  of  the  policyholders,  that  is,  from  the  accumula- 
tions of  the  policyholders. 

Q.  From  the  accumulation  of  those  policyholders  who  had 
policies  taken  out  in  1886  and  1887  ?  A.  Any  of  them  and  all 
of  them. 

Q.  What  right  did  you  have  to  take  the  accumulations  of  the 
policyholders  of  the  class  indicated  by  Exhibit  No.  630,  and  make 
up  a  fund  and  put  it  with  the  Insurance  Superintendent?  A. 
Our  original  by-laws  provided  we  might  deposit  with  the  Insur- 
ance Department  of  this  or  other  States. 

Q.  And  the  contract  itself — my  attention  is  called  to  the  fact 
— ^provided  that  you  could  put  this  reserve  in  the  shape  of  de- 
posits?    A.  Sure. 

Q.  So  that  as  a  matter  of  fact  to  the  extent  that  that  was  put 
up,  the  amount  which  would  otherwise  have  been  available  to 
carry  out  the  original  scheme  was  depleted?     A.  No,  sir. 

Q.  It  was  not  available  after  you  put  it  with  the  Insurance 
Department?     A.  Well,  but  other  accumulations  were  available. 

Q.  Not  on  those  policies  ?  A.  Yes ;  I  don't  know  why  they 
were  not 
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Q.  Wliere  would  the  money  come  from?  A.  If  we  have  a 
surplus  available,  and  the  fact  we  have  got  $100,000  in  Albany- 
does  not  prohibit  our  using  any  surplus  that  is  in  our  company, 
as  I  understand  it,  to  pay  any  of  the  indebtedness  of  the  company. 

Q.  No,  but  I  am  speaking  of  the  accumulations  that  are  credited 
against  premiums  ?  A.  I  will  only  say  to  you  again  that  I  am  not 
an  actuary ;  you  asked  me  to  come  here  with  my  actuary,  and  I  did 
so,  and  if  there  is  anything  in  the  nature  of  policy  valuations  or 
of  deposits  —  we  have  a  deposit  with  the  Insurance  Department  of 
the  State  of  New  York  of  $575,000. 

Q.  Indeed  ?  A.  Yes,  sir.  We  register  policies,  and  it  is  our  de- 
sire to  register  them. 

Q.  What  is  the  motive  that  leads  you  to  do  that  ?  A.  Well,  it 
is  in  my  opinion  absolute  security.  We  are  a  legal  reserve  com- 
pany; theoretically  an  insurance  company  cannot  fail,  that  is,  a 
legal  reserve  company ;  the  only  reason  they  can  fail  is  by  misap- 
propriation or  needless  expenditure  of  policyholders'  money.  Now, 
if  we  register  a  policy  with  the  State  of  New  York  we  put  the  re- 
serve with  the  State  of  New  York  in  such  securities  as  we  approve. 
We  have  our  deposit  there  now,  almost  entirely  in  New  York  City 
bonds;  I  think  we  have  something  over  a  half  million  dollars  of 
New  York  City  bonds  there  now ;  that  money,  when  deposited,  can- 
not be  withdrawn,  and  we  are  under  contract  with  the  Department 
to  each  time  a  premium  is  paid  to  our  company,  to  deposit  the  net 
premium  or  the  reserve  with  the  State  of  New  York,  and  we  do 
that;  they  require  us  to  keep  at  least  25,000  in  excess  of  the  —  I 
think  we  have  50,000  or  Y5,000  in  excess  of  it  now,  with  the  De- 
partment —  in  excess  of  the  liabilities  of  the  registered  policies,  and 
they  certify  in  the  policy  that  we  have  deposited  the  reserve  on  that 
particular  policy  with  the  State  and  that  it  is  held  by  the  State. 
Now  my  idea  in  doing  it,  Mr.  Hughes,  has  been  to  get  as  far  away 
as  I  could  from  the  speculative  idea  in  life  insurance.  If  the  money 
is  deposited  in  the  State  of  New  York  to  the  credit  of  the  policies 
for  our  liability  on  the  policies,  we  certainly  cannot  use  it  in  wild- 
cat speculations  or  in  manipulatona. 

BY  THE  OHAIEMAN: 

Q.  If  there  is  a  loss  on  a  registered  policy  do  you  draw  down  that 
reserve  ?  A.  When  we  pay  a  loss  and  it  is  so  certified  to  the  Insur- 
ance Department  we  are  released  from  liability  on  that  claim,  be- 
cause we  have  paid  that  obligation,  or  if  the  policy  is  surrendered. 
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Q.  That  goes  to  the  credit  of  your  fund  ?    A,  Yes. 

BY  MR  HUGHES: 

Q.  A  regular  accounting  with  the  State  Department  —  you  have 
so  much  there  and  so  many  policies  in  force  against  it  ?  A.  Sure ; 
they  keep  track  of  every  policy  —  they  keep  just  the  same  track  of 
it  as  we  do  in  our  office. 

BY  MR.  ROOEKS : 

Q.  How  long  has  that  practice  been  in  force  ?  A.  It  was  an  old 
law,  Mr.  Eogers  —  it  was  a  law  under  which  the  Metropolitan  used 
to  qualify —  they  used  to  register  years  and  years  ago  —  I  presume 
thirty  years  ago  —  I  don't  know  how  many ;  and  I  became  con- 
versant with  the  law  and  I  knew  of  it,  and  since  we  became  an  old 
line  company  I  went  to  the  Department  and  requested  the  privilege 
of  registering  policies,  since  which  time  I  have  got  it. 

Q.  Do  you  know  any  other  companies  which  are  operating 
under  it?  A.  There  is  no  other  company  doing  it  in  the  State 
of  New  York.  I  want  to  explain  to  you,  Mr.  Hughes,  that  not 
only  do  we  carry  out  the  idea  —  that  is  not  only  do  we  believe  in 
putting  funds  where  they  cannot  be  manipulated  or  speculated 
with,  as  in  policy  registration  —  that  in  all  of  our  investments  we 
do  that  sort  of  thing.  I  think  it  is  true  to-day  that  the  only  se- 
curity we  have  which  could  be  manipulated  is  the  stock  which 
we  hold  in  the  First  National  Bank  of  Binghamton,  in  amount 
$44,000.  It  has  been  the  policy  of  this  company  and  the  desire 
of  it  to  make  only  savings  bank  investments  or  investments  of 
an  equally  good  character. 

BY  ME.  HUGHES: 

Q.  Are  you  free  to  sell  those  securities  that  are  deposited  — 
can  you  exchange  them  at  pleasure  ?  A.  No,  sir.  If  they  mature 
we  can  replace  them  —  that  is,  if  the  City  of  New  York  should 
pay  off  any  bonds  we  have  in  the  Department  we  can  replace 
them. 

Q.  Of  course ;  but  suppose  you  get  a  market  for  securities,  can 
you  sell  them  ?    A.~  No,  sir. 

Q.  "Won't  the  Superintendent  release  anything  that  he  has? 
A.  No,  sir;  not  so  long  as  we  have  a  liability  covering  it. 

Q.  Mr.  Jenkins  says  any  time  you  please  you  can  exchange 
securities.     A.  I  did  not  know  it,  Mr.  Hughes. 
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Q.  Now,  why  is  a  security  in^  the  Insurance  Department  any 
better  than  a  security  in  your  vaults?  A.  Simply  because  it  ie 
held  by  the  State  of  New  York  as  a  guarantee  of  the  payment  of 
our  contracts,  and  it  is  not  subject  to  manipulation  by 

Q.  What  do  you  mean  by  manipulation  —  fail  ?  A.  I  mean 
such  syndicates  as  you  have  been  unearthing  here,  and  transac- 
tions wherein  there  has  been  investment,  and  forty  thousand 
dollars  appropriated  by  a  director  and  used  by  him  —  I  don't 
know  —  that  is  what  I  mean. 

Q.  But  so  far  as  the  worth  of  the  security  itself  is  concerned  • — ■ 
A.  CertaMily  not. 

Q.  Of  course  an  apple  is  just  the  same  whether  it  is  in  one  cellar 
or  another?  A.  That  is  true.  The  bonds  we  have  got  in  the 
Department  of  the  State  of  New  York  are  worth  exactly  their 
quotations  on  the  31st  of  December  and  so  reported  by  our  com- 
pany. 

Q.  Do  you  know  when  this  registration  law  was  enacted?  A. 
I  do  not  . 

Q.  A  great  many  years  ago,  wasn't  it  ?    A.  Yes,  sir. 

Q.  Do  you  know  whether  a  number  of  companies  have  failed 
that  had  their  securities  deposited  in  the  State  against  registered 
po^licies?    A.  I  think  there  are  some  that  have  failed. 

Q.  And  have  not  paid  the  amounts  of  their —  A.  No,  sir;  I 
beg  your  pardon;  they  have  paid  in  full  the  policy  holders'  in- 
debtedness on  registered  policies. 

.  Q.  The  whole  point  is,  as  I  understand  it,  that  the  securities 
are  not  subject  to  manipulation  in  the  manner  you  have  described? 
A.  I  mean  exactly  —  I  look  at  it  exactly  as  I  do  the  matter  of 
a  national  bank;  a  ten-dollar  bill  is  as  good  upon  a  bank  located 
in  Fargo,  that  you  never  heard  of,  as  the  Merchants'  National 
of  New  York;  why?  Because  they  have  deposited  with  the 
government  a  governmental  deposit  which  guarantees  the  pay- 
ment of  the  bill.  Now,  Mr.  Hughes,  we  deposited  one  hundred 
per  cent,  of  our  liabilities  under  any  contract  with  the  State  of 
New  York,  a  governmental  deposit.  If  we  should  fail  at  any  time 
that  money  there  belongs  to  the  policy  holders  that  have  their 
policies  registered,  and  they  would  get  the  full  value  with  in- 
terest. 

Q.  Always  assuming  that  the  securities  are  worth  enough  to 
produce  it?  A.  They  won't  accept  anything  but  government 
bonds,  New  York  Oitv  bonds  or  New  York  State  bonds;  they 
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won't  even  accept  —  they  have  recently  taken  some  bonds  of 
Buffalo,  but  they  would  not  at  one  time  accept  Binghamton 
bonds. 

THE  OHAIKMAiT:    That  would  be  very  risky,  I  should  say. 

Q.  What  is  your  return  in  the  way  of  interest  upon  those 
high-class  securities  that  are  deposited?  A.  Whatever  they 
e.ixn. 

Q.  Take  Wew  York  City  bonds,  are  they  three  per  cent?  A. 
Three  per  cent,  and  three  and  a  half  per  cent. 

Q.  And  your  reserve  is  computed  at  three  and  a  half  per  cent? 
A.  At  three  and  a  half. 

Q.  And  do  you  have  a  good  many  three  per  cent,  securities  up 
there.  Just  wait  a  moment.  I  came  pretty  near  an  error.  Some 
of  our  business  is  on  four  and  some  on  three  and  a  half,  and  some 
on  three — am  I  right? 


'6^ 


ME.  JEXKJXS:  Three  per  cent,  since  1901,  one  year  three 
and  a  half,  and  before  that  four  per  cent. 

THE  WITNESS:  I  want  this  Committee,  and  Mr.  Hughes, 
to  imderstand  tfeat  in  the  management  of  the  Security  Mutual 
Life  Insurance  Company  or  Association  there  has  always  been 
a  distinction  between  the  policy  holders'  money  and  the  money 
belonging  to  the  management  for  expenses.  Now,  we  have  aimed 
to  invest  the  policyholders'  money  with  the  utmost  spcurity  that 
we  could  get,  regardless  of  the  interest  earnings,  and  in  making 
governmental  deposits  we  do  so  to  get  the  securities  out  of  our 
hands,  not  because  we  are  afraid  of  oiirselves,  but  because  we 
believe  the  public  will  have  greater  confidence  in  us,  you  under- 
stand? 

Q.  Yes;  and  I  should  judge  from  what  you  say  that  when  you 
make  such  deposits  of  securities  with  the  Superintendent  you  are 
somewhat  limited  in  your  investments  to  high  class  securities? 
A.  We  are  limited  any  way.  We  do  not  invest  in  anythng  but 
high  class  securities,  not  a  dollar. 

Q.  You  have  suggested  the  inquiry,  and  I  will  make  it  here. 
Have  you  been  interested  in  any  syndicates  where  the  Security 
Mutual  Life  Association  had  acquired  bonds  from  syndicate 
management?    A.  No,  sir. 

Q.  Has  any  officer  of  your  company  to  your  knowledge?  A. 
No,  sir.    And  the  further  statement  is  that  no  officer  of  our  com- 
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pany,  myself  or  any  associate,  ever  made  one  dollar  bill  from 
any  investment  made  by  the  Security  Mutual  Life  Insurance 
Company. 

Q.  When  you  went  on  the  level  premium  basis,  did  you  main- 
tain the  same  rates  of  charge  that  you  had  had  in  force  under 
the  stipulated  premium,  did  you  increase  your  rates?  A.  The 
premiums  remained  the  same  as  long  as  there  was  a  surplus  to 
the  credit  of  the  policy. 

Q.  What  I  want  to  get  at  is  this:  you  had  in  the  stipulated 
premium  form  of  policy  a  certain  amount  charged,  with  a  pro- 
vision that  it  could  be  increased  if  necessity  required  it.  When 
you  went  on  the  level  premium  basis,  was  your  rate  of  charge 
the  same  as  the  stipulated  premium  had  been?  A.  Was  the 
premium  to  the  policy  holder  the  same? 

Q.  Yes.     A.  Absolutely  so. 

Q.  Absolutely  so?  A.  Yes,  and  on  the  assessment  business, 
and  every  one  was  as  long  as  there  appeared  by  our  books  any 
surplus  to  the  credit  of  the  insured. 

Q.  Well,  you  took  the  same  rate  that  you  had  been  charging 
on  the  stipulated  premium  basis  ?  A.  And  on  the  assessment 
basis,  both. 

Q.  Tn  other  words,  going  on  the  level  premium  basis  simply 
eliiuinated  the  right  to  make  increased  charges,  but  did  not  in- 
crease the  rate  of  premium?  A.  Well,  you  are  coming  into  an- 
other actuarial  question",  upon  which  I  wish  you  would  consult 
our  actuary. 

Q.  You  are  not  sure  as  to  that?    A.  No. 

Q.  How  many  policies  have  you  registered  with  the  depart- 
ment?   A.  I  could  not  tell  you  that. 

Q.  What  class  of  policies  do  you  register?  A.  Principally  in- 
vestment contracts  are  registered. 

Q.  Endowment?  A.  Endowment  or  limited  paid.  The  com- 
pany issues  very  few  now. 

Q.  What  proportion  of  your  policies  are  registered?  A.  I  do 
not  know,  sir. 

Q.  You  said  something  a  little  while  ago  about  $575,000? 
A.  Well,  that  is  the  money  that  we  have  on  deposit,  $100,000  of 
which  is  the  regular  deposit,  and  the  balance  of  which  is  for  the 
protection  of  registered  policies. 

Q.  What  amount  of  insurance  does  the  $476,000  stand  for? 
A.  I  cannot  teU  you.    Perhaps  our  actuary  can. 
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MR.  HUGHES :  Can  you  do  so? 

ME.  DICKENSOlSr:  There  is  about  five  million  dollars  on 
deposit, 

MR.   HUGHES:    Eive  million   dollars  insurance,   registered 

policies  ? 

MR.  DICKENSON :  Yes,  representing  the  face  of  the  policy. 

MR.  HUGHES:  Five  million  dollars  of  policies  representing 
five  million  dollars  of  insurance? 

MR.  DICKENSON:  Yes. 

Q.  Now,  you  have  outstanding  insurance  of  forty-seven  mil- 
lion dollars?    A.  Yes. 

Q.  What  protection  and  security  has  the  residue  of  $42,0.00,- 
000  ?  A.  They  have  the  protection  that  they  have  in  any  com- 
pany. 

Q.  Why  do  you  single  out  the  five  million  dollars  for  this 
special  advantage?  A.  We  do  not  single  out  anybody.  We  give 
everybody  the  privilege  of  registering  and  advertise  tliat  we  give 
everybody  the  privilege  of  registering. 

BY  MR.  ROGERS: 

Q.  Then  does  the  option  lie  with  the  policyholder?  A.  The 
option  lies  with  the  policyholder.  They  pay  us  three  dollars  for 
registration,  which  covers  the  expense  of  registration  to  us. 

Q.  And  in  addition  -to  the  premiums  they  pay?  A.  You  un- 
derstand we  have  to  write  two  policies,  and  one  is  retained  by 
the  Department  in  New  York  or  in  Albany,  but  aside  from  that 
we  have  some  expense,  so  regardless  of  the  amount  of  iJhe  policy, 
whether  it  be  one  thousand  dollars  or  twenty-five  thousand  dol- 
lars, we  charge  a  level  fee  of  three  dollaTs  for  registration.  Now, 
it  is  optional  with  the  insured  when  he  insures.  He  is  given  the 
option  everywhere  "of  registering  his  policy,  and  paying  this  single 
fee  of  three  dollars,  or  of  not  paying  it  and  not  having  it  regis- 
tered. Now,  Mr.  Rogers,  if  it  is  a  term  contract  or  'even  if  it 
is  a  whole  life  contract,  upon  whi(ih  the  reserve  is  smaller,  they 
are  not  so  apt  to  register  as  they  are  if  it  is  a  limited  payment  or 
endowment, .  upon  which  the  reserve  is  larger,  and  upon  whi(?h 
they  are  maMng  an  investment. 

Q.  Then  I  understand  that  every  policyholder  in  your  com- 
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pany  who  wants  his  policy  registered  can  have  it?  A.  Exactly  so, 
whether  his  policy  has  been  in  force  years  or  whether  it  is  just 
issued.     We  give  them  the  option  always. 

Q.  I  did  not  understand,  as  Mr.  Hughes  evidently  did  not,  how 
you  separated  those  you  registered  from  those  that  are  not  regis- 
tered? A.  We  encotirage  registration  in  every  way,  and  believe 
it  to  be  one  of  the  best  things  in  the  world. 

BY  ME.  COX: 

Q.  Does  the  Department  make  a  charge,  did  you  say,  for  reg- 
istration?   A.  'Ro,  we  make  a  charge  to  the  policyholders. 

Q.  Would  it  not  be  a  better  way  to  encourage  registration 
not  to  make  any  charge  ?  A.  But  we  incur  additional  expenses; 
we  have  to  keep  an  additional  force.  There  has  to  be  a  separate 
policy  valuation.  There  are  very  many  things  upon  which  we 
incur  an  expense,  and  we  charge  the  policyholder  three  dollars. 
It  would  encourage  people  to  insure,  probably,  if  we  did  not 
charge  any  expense,  but  we  could  not  do  it  very  well. 

BY  ME.  HUGHES: 

Q.  You  do  not  mean  that  the  policyholder  under  the  law 
has  the  ccoitrol  of  the  question  of  registration?  The  company 
can  register  the  policy  if  it  pleases?  A.  I  mean  the  oompny 
gives  the  policyholder,  and  has  for  years,  the  privilege  of  reg- 
istering or  not. 

Q.  Mr.  Jenkins  suggests  that  in  your  applications  you  have  a 
query  as  to  whether  they  want  a  policy  registered  or  not.  A. 
Exactly  so. 

Q.  But  apart  from  that  method  of  dealing  with  the  mat- 
ter your  company  can,  of  course,  register  its  policies,  if  it  wants 
to  ?  A.  Certainly.  That  is,  there  is  no  compulsion  about  regis- 
tration.   I  wish  there  was. 

Q.  ^o,  and  it  is  not  a  matter  within  the  control  of  the  policy- 
holder; it  is  within  your  control?  A.  It  is  within  the  policy- 
holder's control  absolutely,  because  we  offer  the  privilege. 

Q.  By  virtue  of  your  offer  ?    A.  Yes. 

Q.  But  if  you  do  not  choose  to  make  that  offer A.  Do 

you  mean  that  we  could  withdraw  that  privilege  ? 

Q.  ~No,  you  do  not  understand  me.  I  mean  this:  you  do  not 
have  to  tell  the  policyholder  that  he  can  have  his  policy  reg- 
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istered  if  lie  wants  to.  You  can  register  it  whether  he  wants  to 
or  not  ?    A.  Yes,  but  we  do  tell  him. 

Q.  You  do  tell  him?    A.  Yes. 

Q.  If  you  thought  it  advantageous  for  all  your  policyholders 
to  register  all  your  policies  you  are  free  to  do  so?    A.  Yes. 

Q.  Of  course,  you  would  have  to  have  the  original  policy  to 
do  it,  and  if  you  have  already  delivered  the  policy  you  could  not 
do  it  conveniently  ?  A.  Well,  if  we  had  already  issued  the  policy 
we  should  have  it  sent  back  to  us  and  then  have  the  original  — 
we  issue  them  in  duplicates,  and  one  is  retained  in  Albany,  and 
one  is  in  our  office — -or  one  is  in  the  .hands  of  the  policyholder, 
I  mean. 

Q.  What  are  the  total  charges  which  you  make  against  the 
policyholder  whose  policy  is  registered?     A.  Three  dollars. 

Q.  Is  that  one  charge  for  all  time?  A.  That  is  one  charge 
for  all  time,  regardless  of  the  amount  of  it. 

Q.  Regardless  of  the  amount  of  insurance  ?  A.  Regardless  of 
the  amoimt  of  the  insurance  and  for  all  time. 

Q.  What  is  the  actual  expense  to  the  company  in  connection 
with  the  registration  ?    A.  I  cannot  tell  you,  sir. 

BY  THE  CHAIRMAN: 

Q.  Is  there  any  other  charge  to  the  policyholder  than  the 
three  dollar  charge  ?    A.  That  is  all. 

Q.  ISTo  increase  of  premium  or  any  other  charge  to  him?  A. 
No  increase  in  premium  and  no  difference  in  premium. 

THE  CHAIRMAN :  The  Committee  will  now  take  a  recess 
until  2:30  o'clock  this  afternoon. 


AFTER  RECESS. 

CHARLES  M.  TURNER:    Resumed: 
BY  MR.  HUGHES: 

Q.  Mr.  Turner,  do  you  know  who  it  was'  suggested  the  provi- 
sions of  the  Article  on  stipulated  premium  companies,  in  Chapter 
85  of  the  Laws  of  1898,  as  to  the  reserve  that  should  be  required  ? 
A.  Is  that  Article  10  you  are  talking  about  ? 

Q,  Yes.     A.  I  do  not. 
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Q.  You  said  something  about  its  being  a  measure  of  th'e  Insur- 
ance Department.  Was  that  method  of  valuing  the  policies  sug- 
gested by  the  Department  ?  A.  I  will  tell  you  all  I  know  about  it. 
We  had  a  letter  from  the  Department,  saying  that  they  had  in  con- 
templation a  law  that  would,  in  their  opinion — I  am  not  stating  the 
terms  of  the  letter,  I  am  not  quoting  the  letter,  but  am  stating  to 
the  best  of  my  knowledge  and  belief — a  letter  which  stated  that 
they  had  in  contemplation  a  law  which  would  better  the  conditions 
of  assessment  companies,  something  to  that  effect.  We  were  ad- 
vised that  we  could  come  to  Albany  if  we  chose,  on  a  certain  day, 
and  examine  it.  We  went  to  Albany,  Mr.  Jenkins  and  myself,  and 
we  found  there  Mr.  Bumham  and  Mr.  Eldridge  of  the  Mutual 
Reserve,  who  had  had  similar  communications,  and  the  Department 
read  the  law  to  us.  And  I  won't  say  that  during  that  day  that  I 
was  being  consulted  that  I  did  not  express  my  opinion  as  to  what 
it  should  be ;  I  will  not  say  that  I  did,  and  I  won't  say  that  I  did 
not,  I  don't  know  whether  I  did  or  not.  I  expressed  my  great 
satisfaction  with  the  law,  as  did  Mr.  Eldridge  and  Mr.  Bumham. 

Q.  Who  was  Superintendent  of  Insurance  at  that  time?  A. 
Mr.  Payn. 

Q.  With  whom  did  you  confer  ?     A.  Mr.  Payn  and  Mr. ; 

who  else  was  present  ? 

MR  JENKINS :  Mr.  Payn,  Mr.  Appleton,  and  Mr.  John  Pat- 
terson. 

THE  WITNESS :  Mr.  Payn,  the  Superintendent,  Mr.  Apple- 
ton,  who  was  Deputy  at  that  time,  was  he  not  ? 

MR.  JENKINS :  I  think  so. 

THE  WITNESS :  And  Mr.  Patterson,  the  Chief  Actuary  of 
the  Department. 

Q.  Did  the  law  as  then  exhibited  to  you  contain  the  provisions 
for  the  reserve  that  it  had  when  it  was  enacted  ?    A.  I  think  it  did. 

Q.  And  you  understand  that  that  was  developed  in  the  Depart- 
ment without  any  outside  suggestion  ?  A.  I  understand  it  was  a 
Department  Law,  a  Departmental  Bill.  I  could  not  say  where  it 
was  developed. 

Q.  When  you  were  reincorporated  as  a  level  premium  company 
what  reserves  were  required  on  your  assessment  and  stipulated 
premium  policies  previously  issued?  A.  When  we  were  reincor- 
porated the  second  time  ? 
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Q.  Yes.  A.  A  one-year  term  resen^e,  I  thiak.  Is  not  that 
true,  Mr.  Dickenson? 

Q.  Is  that  so  ?     A.  Well,  I  think  it  is  so ;  that  is  my  heliaf,  «ir. 

Q.  Was  any  reserve  required  as  against  your  outstanding  as- 
sessment insurance  ?  A.  One-year  term  reserve,  I  think,  on  every- 
thing. If  you  will  permit  me  to  make  this  statement,  Mr.  Hughes, 
to  show  you  the  good  faith  that  we  have  exhibited  towards  these 
early  policyholders,  I  will  make  the  statement  that  our  present 
ten-year  term  rate  at  age  forty  is  $17.20  or  $17.25,  I  don't  Imow 
which,  it  is  along  there  somewhere,  a  little  over  seventeen  dollars. 
Our  first  rate  at  age  forty  our  stipulated  premium  rate  was  $16.05, 
and  we  carried  those  policies  without  increase  for  over  eighteen 
years. 

Q.  Was  there  any  waiver  at  the  time  of  your  reincorporation  as 
a  level  premium  company  of  your  rights  to  levy  assessments  upon 
your  previous  policies?  A.  I  think  there  were,  but  I  should 
rather  that  our  attorney  answered  that. 

ME.  JEN'KIlSrS :  At  that  time  the  right  to  make  an  extra  as 
sessment  was  waived,  and  it  was  stipulated  that  the  policies  should 
be  treated  and  held  as  term  contracts  for  the  term  of  one  premium 
payment. 

Q.  At  the  time  of  your  reincorporation  what  provosion  did  you 
make  for  transfer  of  policies  issued  under  earlier  plans  ?  A.  I 
do  not  think  we  made  any  at  that  time. 

Q.  Did  you  subsequently?     A.  Yes,  sir. 

Q.  At  what  time?    A.  You  mean  of  exchanging  policies? 

Q.  Yes.  A.  I  couLd  not  say  just  what  time.  I  think  about 
three  years  ago.  That  would  be  in  1902,  if  it  was  three  years 
ago.     I  think  that  was  the  time. 

Q.  Have  you  a  form  of  the  policy  which  you  ofEered  in  ex- 
change for  the  earlier  policy?  A.  We  offered  any  policy  issued 
by  the  company  to  exchange  without  medical  examination,  at 
attained  age,  or  dated  back  to  the  age  of  the  original  policy,  pro- 
vided we  were  given  the  reserve,  which  we  did  not  have  on  those 
policies,  to  make  us  good  for  our  liabilities. 

Q.  Did  you  offer  a  twenty-year  term  policy  in  exchange  ?  A. 
Yes,  sir,  any  policy  we  had. 

Q.  Have  you  a  specimen  of  the  twenty-year  policy  ?  A,  I  have 
not.  I  don't  know  that  we  offered  that.  I  think  we  offered  any 
policy  that  we  had. 
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Q.  Did  you- have  a  twenty-year  term  policy  ?  A.  I  do  not  know 
Miat.  I  think  we  did.  I  msh  to  state  further,  Mr.  Hughes,  that 
I  eould  not  say  that  we  issued  twenty-year  term  policies  now. 

Q.  You  do  ?  A.  I  do  not  know  that  we  do.  I  know  that  we 
issue  a  ten-year  term  policy  and  we  issued  so  few  of  those' ten-year 
term  policies,  and  so  few  of  those  non-participating  policies  that  I 
actually  do  not  know  whether  we  do  or  not.  I  have  withdrawn 
twenty-year  -term  policies,  if  -we  did  issue  it. 

Q.  I^ow,  after  you  had  incorporated,  did  you  keep  in  a  separate 
L'lass  the  earlier  policies  which  had  been  issued,  which  were  not 
exchanged  for  others  ?  A.  Will  you  kindly  ask  that  of  my  act- 
uary?    I  do  not  know  as  to  that. 

Q.  You  do  not  know  as  to  that?     A.,  I  do  not  know. 

Q.  Do  you  know  whether  prior  to  the  time  you  reincorporated 
you  kept  an  account  with  each  policy  of  the  earlier  issues?  A. 
We  did  keep  an  account  with  each  policy. 

Q.  In  what  form  was  that  account  kept?  A.  On  the  policy 
register.  The  amount  of  the  premium  was  given,  whether  quar- 
terly, semi-annual  or  annual;  the  amount  that  belonged  to  the 
mortuary  fund,  the  amounts  that  belonged  to  the  reserve  fund, 
:md  the  amounts  that  belonged  to  the  expense  fund. 

Q.  What  was  the  policy  register?  A.  The  policy  register  was 
where  we  keep  the  name  and  address 

Q.  Was  it  a  series  of  books  ?     A.  Well,  it  was  one  set  of  books. 

Q.  Did  you  have  a  card  system  of  keeping  track  of  policies  ? 
A.  I  did  not  in  the  early  history  of  the  Association. 

Q.  When  did  you  begin  that  ?     A.  I  do  not  know,  sir. 

Q.  Did  you  have  such  a  system  at  any  time  ?  A.  We  have  now 
a  system  which  is  part  card  system  and  part  book  system. 

Q.  Did  you  not  have  in  the  earlier  days,  that  is  in  the  80's,  a 
card  system  ?  A.  I  do  not  know  that  we  did,  but  I  would  not 
say  that  we  did  not  on  some  policies  have  a  card  system. 

Q.  Did  you'  not  have  a  card  system  giving  the  history  of  the 
policies,  and  was  not  yours  No.  1?  A.  My  policy  was  No.  1,  hut 
I.  do  not  think  there  was  ever  a  card  on  it. 

Q.  Did  you  not  have  a  system  of  cards  which  showed  the  history 
of  policies  which  you  exhibited  to  your  policyholders  who  came  to 
you  for  information?  A.  No,  sir.  I  know  what  you  refer  to 
now. 

Q.  What  is  it?  A.  The  statement  that  I  made  as  to  the  amount 
)f  dividends  or  the  amount  of  money  which  was  to  the  credit  of 
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each  policy  at  an  annual  meeting,  I  referred  to  that.  I  suppose 
that  is  what  you  mean.  , 

Q.  In  what  shape  did  you  keep  that  information  ?  A.  I  stated 
to  the  agents  of  the  Insurance  Company,  that  Policy  No.  1,  which 
was  on  my  life,  was  taken  out  at  a  certain  date,  that  was  January 
3d,  1887,  the  date  of  it,  and  that  it  had  a  certain  surplus  to  its 
credit  still  at  that  time.  I  could  not  say  how  much  surplus  I 
stated,  and  that  is  my  recollection  of  what  I  stated  in  a  general 
way. 

Q.  Is  it  not  a  fact  that  prior  to  1903  your  company  kept  an  in- 
dividual account  with  its  policyholders  by  a  card  system?  A.  No, 
sir;  not  only  as  I  told  you. 

Q.  And  that  the  cases  containing  the  cards  were  kept  in  the 
ofEce  of  the  Comptroller?     A.  I  do  not  think  so. 

Q.  And  that  these  cards  were  frequently  shown  to  policyholder? 
and  agents  as  proof  of  the  economical  management  of  the  com- 
pany? A.  No,  sir.  It  is  possible  that  I  may  have  had  some  cards 
made  up  upon  the  theory  or  the  basis  of  the  statement  that  I  made 
to  the  agents  of  the  Association,  but  further  thau  that  there  was 
none  made. 

Q.  Did  you  not  have  a  system  of  cards  to  exhibit  the  dividends 
which  would  accrue  when  the  fifteen  year  distribution  period 
expired?     A.  I  do  not  think  we  had  any  system  of  cards. 

Q.  How  many  cards  did  you  have?     A.  I  do  not  know. 

Q.  You  don't  remember  anything  about  it?  A.  I  don't  re- 
member anything  about  it  particularly.  I  want  to  say  to  you  this 
one  thing,  Mr.  Hughes,  in  connection  with  that.  As  I  stated 
to  you  under  those  earlier  conditions  there  was  no  reserve  liability. 
I  took  all  of  the  accumulations  to  the  credit  of  the  policy  as  a 
surplus.  I  took  that  as  the  basis.  The  figures  which  I  exhibited 
to  my  agents  on  that  day  were  made  out  by  Mr.  Howe,,  who  is  sort 
of  a  mathematician,  but  is  not  an  actuary  and  never  claimed  to  be, 
and  in  it  there  was  no  calculation  made  of  a  reserve  liability  of  any 
kind  or  description. 

Q.  I  want  to  know  definitely,  whether  or  not  there  was  any 
card  system?     A.  I  do  not  think  there  was. 

Q.  Which  continued  down  to  the  time  when  your  five  yeai 
period  expired,  and  then  your  cards  were  abandoned,  and  they 
have  not  since  been  seen.  Is  that  a  fact?  A.  Is  there  any  card 
system  now? 

ME.  DICKENSON:     I  think  what  he  refers  to  is  a  system  of 
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cards  whicli  Mr.  Howe  kept  for  his  own  information.  I  have  not 
seen  them. 

Q.  Who  is  Mr.  Howe?  A.  He  is  the  Assistant  Manager  of 
the  Company. 

Q.  How  long  has  he  been  such?     I  could  not  lell  you. 

Q.  What  did  he  do  as  Assistant  Manager?  A.  He  attends 
to  the  correspondence  or  any  of  the  clerical  duties  of  the  company. 
Perhaps  that  is  broad,  but  he  attends  to  correspondence  and  to 
the  running  of  the  office. 

Q.  Did  you  know  that  he  kept  a  series  of  cards  which  showed 
the  accounts  of  the  policies?     A.  I  did  not. 

Q.  Did  you  know  that  when  the  fifteen  year  period  expired  the 
cards  were  withdrawn,  and  were  not  subsequently  seen?  A.  I 
did  not  know  anything  about  it.  I  never  saw  a  system  of  cards. 
I  presume  Mr.  Howe  made  statements  to  me  on  cards  when  I 
asked  him.     That  is  all  I  know  about  it. 

Q.  Now,  to  repeat  the  question  of  a  moment  ago,  when  you  re- 
incorporated did  you  put  your  old  policies  into  a  separate  class? 
A.  I  don't  know,  sir. 

Q.  Know  nothing  about  that?  A.  I  have  no  idea  of  policy 
valuation  or  anything  in  connection  with  it. 

Q,  ISTow,  I  show  you  a  form  of  policy:  Is  this  one  of  the 
forms  issued  by  your  company  ?     A.  That  is  our  heading. 

Q.  When  was  this  issued?  A.  This  is  one  of  the  policies 
which  we  gave  to  the  old  assessments  —  to  the  assured  under  the 
old  assesment  conditions  in  exchange  for  their  original  policies, 
is.it  not? 

MR.  DICKEITSOE':    Yes,  sir. 

THE  WITISTESS:  And  in  here  there  was  placed  with  ink  the 
additional  cost  which  we  would  pay  the  insured  in  levent  of  his 
death  prior  to  the  end  of  the  term  —  for  instajice,  suppose  he  took 
a  twenty  year  payment  life,  to  cover  his  net  age  we  issued  term 
rates  without  medical  examination;  so  that  if  a  man  chose  a 
twenty  year  payment  life  and  wished  to  exchange  to  it,  in  the 
event  of  his  death,  and  dated  it  back  and  gave  us  a  lien  note,  in 
the  event  of  his  death  prior  to  the  completion  of  the  twenty  pay- 
ment period  he  would  receive  the  full  face  of  the  policy — the 
beneficiaries  would  —  and  the  premium  lien  note  deposited  would 
be  deducted ;  the  same  time  the  additional  insurance  would  make 
it  up  so  that  he  would  get  the  full  face  of  the  policy. 
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Q.  During  what  period  did  you  issue  this  form  of  policy?  A. 
My  impression  is  we  issued  it  about  1903  or  1904. 

ME.  HUGHES :    I  offer  the  form  in  evidence. 

Policy  marked  Exhibit  No.  642,  and  read  by  Mr.  Hughes,  as 
follows: 

EXHIBIT  642. 

Age ..,  _ 

No ,.., 

Security  Mutual  Life  Insurance  Company,  by  this  policy  of 

insurance,  agrees  to  pay dollars  at  its  home 

ofSce,  in  Binghamton,  IST.  Y.,  upon  receipt  of  satisfactory  proofs 

of  the  death  of (the  insured), 

provided  this  policy  is  then  in  force  to , 

if  living  at  time  of  such  death,  otherwise  to  the  insured's  execu- 
tors, administrators  or  assigns.     In  the  event  of  the  death  of  the 

insured  in  twenty  years  from  the day  of , 

eighteen  hundred  ajid ,  and  while  this  policy  is  in 

force,  the  amount  payable  thereunder  will  be  increased  by  guar- 
anteed additions,  making  the  total  amount  payable  as  follows: 

Then  follows  a  table  from  the  first  year  to  the  twentieth  year, 
with  blanks  for  the  insertion  of  the  amounts  in  dollars  and  cents, 
and  the  policy  continues : 

"  The  loans,  surrender  values,  options,  privileges,  and  conditions 
stated  on  the  second  and  third  pages  hereof  form  a  part  of  this 
contract  as  fully  as  if  recited  at  length  over  the  signatures  hereto 
affixed. 

"  Executed  at  Binghamton,  IST.  Y., 190 . . 

President. 

I. . . ...  .Registrar." 

On  the  second  page  appears  the  following: 

"  This  insurance  is  granted  as  of  date in  con- 
sideration of  the  surrender  and  cancellation  of  policy  No 

issued  by  the  Security  Mutual  Life  Association,  and  of-  the  appli- 
cation for  said  policy,  and  the  application  for  this  policy,  both 
of  which  applications  are  hereby  made  a  part  of  this  contract ;  and 

of  the  payment  in  advance  of dollars,  and  of 

the  payment  of  a  like  amount  on  or  before  the ...day 
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of in  every  year  thereafter  until  premiums  for 

tN-^j^enty  years  have  been  duly  paid,  or  until  the  prior  death  of  the 
insured. 

"  The  premium  paying  period  on  this  policy  ends  on  the 

day  of ,  nineteen  hundred  and 

"  NON-FOEFEITUEE. 

"  If,  after  three  annual  payments  (from  date  of  execution  here- 
of) shall  have  been  paid  in  eash  on  this  policy,  it  shall  become 
void  solely  by  the  non-payment  of  any  premium  due,  its  entire 
not  reserve,  computed  according  to  the  American  Experience 
Table  of  Mortality,  "vvith  interest  at  3  per  cent,  per  aimum  (less  any 
existing  indebtedness),  shall  be  applied  by  the  company  as  a  single 
premium  at  the  company's  rates  in  force  at  the  date  of  lapse : 

"  (a)  To  the  purchase  without  action  of  the  insured  or  non-par- 
ticipating term  insurance  for  the  original  amount  insured  by  this 
policy;  or, 

"  (b)  Upon  written  application  by  the  legal  holder  of  this 
policy,  and  the  surrender  thereof  to  the  company  at  its  home 
office  within  sixty  days  from  the  date  of  such  non-payment  of 
premiums,  to  the  purchase  of  a  non-participating  paid  up  life 
policy. 

"LOANS. 

"  After  this  policy  shall  have  been  in  force  three  years  from  the 
date  of  execution  hereof  (all  premiums  having  been  paid  in  cash), 
the  company,  upon  thirty  days'  written  notice,  will  loan  the  entire 
net  reserve  to  the  credit  of  this  policy,  computed  according  to 
the  American  Experience  Table  of  Mortality,  with  interest  at  3 
per  cent,  per  annum  (less  one  year's  interest  at  5  per  cent,  and  any 
existing  indebtedness),  upon  application  blanks  therefor  furnished 
by  the  company. 

"DISTEIBUTION  OE  PROFITS. 

"  The  accumulation  period  of  this  policy  ends  on  the 

day  of ,  190 .  . ,  when  itc  share  of  profits  will  be  ap- 
portioned ;  provided,  that  the  insured  i^  then  living  and  all  premi- 
ums have  been  paid  in  full  to  that  date,  and  this  policy  may  then 
be  continued  or  surrendered  by  the  insuj'ed  or  assigns  (subject  to 
any  existing  indebtedness)  under  one'  of  the  following: 
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"OPTIONS: 

"  (1)     Draw  guaranteed  cash  value  of dolfeirs 

($ ),  together  with  the  profits  apportioned  hereto;  or, 

"  (2)  Convert  entire  cash  value  (consisting  of  guaranteed  cash 
value  stated  above,  together  with  the  profits)  into  a  life  annuity; 
or, 

"  (3)  Draw  profits  in  cash,  and  continue  policy  for  its  full 
amount  as  a  paid  up  participating  life  policy;  or, 

"  (4)  Draw  profits  in  cash  and  surrender  this  policy  for  a 
paid  Tip  participating  policy  for  the  amount  of  guaranteed  cash 
value  stated  above,  together  with  an  annuity  for  life;  or, 

"(5)  Convert  the  profits  into  a  life  annuity,  and  continue  policy 
for  its  full  amount  as  a  paid  up  participating  life  policy. 

"  The  annuities  mentioned  in  the  foregoing  options  will  be 
granted  upon  the  life  of  the  insured,  or  upon  the  life  of  any 
person  nominated  by  the  legal  holder  hereof." 

Then  follows  privileges  and  conditions,  incontestability,  free- 
dom of  travel  and  occupation,  facility  in  making  payments,  pre- 
mium payments,  grace  in  payment  of  premiums,  admission  of  age, 
privilege  of  changing  beneficiary,  assignment,  notice,  restoration. 

Q.   What  was  this  policy  known  as;  was  the  popular  designation 
of  it?    A.  The  name  of  if? 
Q.  Yes. 

MR.  DICKEISTSON":  Twenty  payment  life  guaranteed  ad- 
ditions. 

Q.  Now,  as  a  matter  of  fact,  these  guaranteed  additions  were 
payable  only  in  case  the  insured  died  within  twenty  years?  A. 
We  did  not  issue  that  policy  if  the  party  making  the  exchange 
paid  us  the  cash  difference. 

Q.  I  am  talking  of  a  case  when  you  did  issue  a  policy.  A. 
Yes,  sir. 

Q.  Then  the  guaranteed  additions  were  payable  only  in  case 
the  man  died  within  twenty  years  ?    A.  That  is  right. 

.  Q.  Now,  the  distribution  of  profits  referred  to  on  the  second 
page,  and  the  various  options  is  headed  by  the  clause  "  The  ac- 
cumulation of  this  policy  ends  on  the      day  of  190     ."    The 
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date  inserted  there  would  be  a  date  twenty  years  distant  from  the 
issue?  A.  No,  it  would  be  twenty  years  distant  from  the  date 
of  the  policy,  dating  back. 

Q.  And  the  twenty-year  period  mentioned  in  the  first  page 
would  also  be  twenty  years  from  the  date  of  the  policy  as  dated 
back?    A.  Yes,  sir. 

Q.  Then  it  provides  that  at  the  end  of  the  accumulation  period 
the  share  of  profits  will  be  apportioned  provided  that  the  insured 
is  then  living?    A.  If  the  insured  is  then  living. 

Q.  And  then  follows  a  series  of  options,  all  those  options  were 
available  only  in  case  the  insured  were  living  at  the  expiration 
of  the  twenty  year  period  ?    A.  That  is  true. 

Q.  As  a  matter  of  fact  did  you  fiud  your  policyholders  mis- 
understood that  situation,  and  did  not  know  that  if  they  lived 
beyond  the  period  of  twenty  years  they  would  not  receive  aU 
these  cash  benefits  or  guaranteed  additions?  A.  Well,  if  they 
lived  beyond  a  period  of  twenty  years  they  did  receive  the 
accumulations  in  reduction  of  their  indebtedness  to  our  company. 
In  other  words,  Mr.  Hughes,  it  was  proposed  by  the  company 
that  at  the  end  of  this  time  we  should  have  a  settlement  —  at 
the  end  of  this  time  that  we  would  then  credit  them  with  all 
these  accumulations  in  reduction  of  their  indebtedness  to  the 
company  by  reason  of  the  exchange. 

Q.  The  provision  after  the  guarantee  of  additions  is  appli- 
cable only  in  case  of  the  death  within  twenty  years  ?  A.  Of  the 
addition  of  payments,  yes,  sir. 

Q.  All  these  options  that  are  referred  to  have  cash  vdthdrawals 
or  conversions  into  annuities?  A.  I  wish  you  would  ask  Mr. 
Dickenson  about  these  cash  withdrawals.  I  think  they  apply 
at  any  time  upon  surrender  of  policies. 

MK.  DICKElSrSOlSr :  Any  time  after  three  years, 

Q.  You  are  now  referring  to  the  provision  for  non-forfeiture 
that  if  after  three  annual  premiums  shall  have  been  paid  in  cash 
it  shall  become  void  solely  by  the  non-payment  of  premiums,  and 
the  entire  net  result  may  then  be  applied  as  a  single  term  to  the 
purchase  of  non-participating  term  insurance  or  of  non-participat- 
ing paid  up  policy.  Now,  I  am  referringj  to  the  distribution  of 
profits  and  the  accumulation — ^they  are  payable  only  in  case  of 
1he  death  within  twenty  years?  A.  They  are  notj>ayable  at  death 
within  twenty  years.    The  profits — they  are  to  be  divided  among 
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the  policyholders  at  the  end  of  twenty  years  and  the  surviving 
policyholders  to  pay  their  indebtedness  by  reason  of  the  exchange. 
Q.  What  I  mean  is,  if  the  man  lives  beyond  the  twenty  years, 
he  does  not  get  it?  A.  He  does  get  the  profits  if  he  lives,  and  he 
don't  get  it  if  he  di€s. 

ME.  DIOKEFSON:  It  is  a  regular  deferred  dividend  contract, 
Mr.  Hughes. 

Q.  It  says  here  that  in  case  of  death  to  the  insured  within  twenty 
years,  the  amount  payable  will  be  increased  by  guaranteed  ad- 
ditions. A.  That  is  the  additional  insurance  which  we  issue  to 
him  for  term  rates,  has  nothing  whatever  to  do  with  the  accumu- 
lations. 

Q.  Your  point  is  that  iu  case  of  his  death  within  twenty  years 
there  is  a  guaranteed  addition  to  the  policy?  A.  That  would  per- 
mit us  to  pay  him  the  full  face  of  the  policy. 

Q.  And  in  case  of  his  survival,  there  is  provision  for  distribu-, 
tion  on  a  tontine  basis.  A.  On  a  tontine  basis,  of  all  the  surplus 
if  he  wished  to  use  it,  which  would  be  applied  in  reduction  of  his 
indebtedness  to  the  company. 

Q.  Have  you  found  any  difficulty  with  your  policyholders  un- 
derstanding whether  this  was  a  policy  that  would  be  paid  up  in 
twenty  years?  A.  I  think  they  understand  generally  the  policy 
that  it  will  be  paid  .up,  lees  their  indebtedness  to  the  company. 

Q.  How  did  you  fix  the  amount  of  the  indebtedness?  A.  By 
a  note — a  loan  note  which  the  policyholders  signed. 

Q.  And  how  was  the  amount  of  that  note  arrived  at?  A. 
Through  the  Actuarial  Department — the  amount  of  the  reserve 
liability  on  the  policy — understand,  they  had  no  surplus,  those 
early  policies.  We  were  about  to  increase  their  premium  pay- 
ments. And,  Mr.  Hughes,  I  want  to  state^  if  there  was  any  sur- 
plus to  their  credit,  if  they  made  an  exchange  prior  to  their  sur- 
plus being  entirely  exhausted,  they  were  in  every  case  given  credit 
for  the  surplus  they  had  vnih  our  company.  I  will  state  further, 
that  very  many  of  those  policies  have  matured  by  death,  and  that 
as  nearly  as  we  could  figure  it  they  have  been  paid  in  every  case 
the  full  face  of  their  policy;  and  maybe  a  few  dollars  less  or  a 
few  dollars  more. 

Q.  To  have  no  misunderstanding  about  it,  are  these  amounts 
stated  in  this  form  of  policy  as  guaranteed  additions,  distributable 
at  the  end  of  twenty  years  if  the  man  suvives?    A.  Certainly  not. 
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It  is  term  insiorance  from  the  time  of  their  exchange,  until  expi- 
ration of  the  twenty  year  period. 

Q.  ISTow,  what  amount  would  he  be  ahle  to  get  at  the  expiration 
of  the  twenty  years  if  he  lived?  A.  The  face  of  this,  policy 
less  the  indebtedness  to  the  company  applying  his  surplus  as  far  as 
it  would  go  on  his  indebtedness. 

Q.  Do  you  mean  to  say  that  they  get  the  face  of  the  policy? 
X.  I  said  less  their  indebtedness  to  the  company,  after  applying 
the  surplus  in  reduction  of  it. 

Q.  Can  you  give  a  concrete  example  of  just  what  a  man 
would  get  under  a  policy  of  a  thousand  dollars?  A.  I  cannot. 
That  is  an  actuarial  proposition.  K^ow,  Mr.  Hughes,  in  other 
words,  we  treated  the  premium  loan  exactly  the  same  as  we 
would  a  premium  loan  which  we  made  upon  any  policy  upon 
which  there  was  a  reserve  liability  that  we  issue  at  the  present 
time. 

Q.  "What  I  want  precisely  to  get  at,  and  either  you  or  your 
actuary  can  give  it,  is  this:  her3  is  a  policy  that  guaranteed  ad- 
ditions stated  upon  its  face;  those  guaranteed  additions  are  pay- 
able only  in  case  of  the  dea,th  of  the  insured  within  a  given  period. 
Now,  if  the  insured  lives  beyond  that  period,  what,  in  dollars 
and  cents,  will  he  get  ?  If  you  can  make  up  a  concrete  example 
so  that  we  can  get  that  exactly,  I  would  be  very  glad  to  have  it. 
A.  Our  actuary  can  make  that  and  give  it  to  you  at  any  time  here- 
after. 

Q.  Kindly  have  it  done. 

THE  WITNESS:     Can't  you  make  it  up,  Mr.  Dickenson. 

MK.  DICKENSOlSr :  I  can  tell  you  an  illustration  —  if  the 
amount  of  indebtedness  at  the  end  of  the  twenty-year  period 
should  be  five  hundred  dollars  and  the  amount  of  the  surplus 
four  hundred  dollars,  there  would  be  one  hundred  dollars  to 
be  taken  from  the  policy  —  from  the  paid  up  policy.  If  by  any 
chance,  the  surplus  should  be  five  hundred  and  fifty  dollars, 
then  he  would  have  a  full  paid-up  policy  and  fifty  dollars  besides. 

Q.  Of  course,  if  you  stated  hypothetically,  you  will  reaja 
a  result.  I  want  to  know  what  the  actual  figures  would  be  at 
a  given  age,  given  payment  assuming  the  death  at  a  given  time; 
A.  After  the  period  —  that  is,  immediately  after  the  twenty- 
year  period? 

Q.  Yes.     A.  If  you  will  state  your  case,  and  what  age  you 
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want  it,  and  the  amount  of  the  insurance,  Mr,  Dickenson  will 
deLermine  it  and  give  it  to  you. 

Q.  Take  a  thousand  dollars  at  the  age  of  forty.  "A.  Mr. 
Hughes,  he  cannot  give  you  the  figures,  because  no  man  can  forC' 
tpP  the  amount  of  surplus  that  we  will  make. 

Q.  Let  me  put  this  illustration.  Here  is  a  statement  of  policy, 
forty-eight  thousand  six  hundred  and  twenty-eight,  in  which 
it  is  said  that  on  changing  from  a  fifteen-year  equation  to 
a  twenty-year  paid-up,  fifteen  annual  payments  thereafter  to  be 
made,  the  new  annual  premium  being  one  hundred  dollars  and 
ninety-four  cents,  that  the  company  took  a  lien  at  the  time  of 
change,  $771.56,  which  bore  thereafter  six  per  cent,  simple 
interest. 

Q.  ISTow  is  that  a  fair  and  correct  statement  ?  A.  Mr.  Hughes, 
that  statement  was  made  up  by  your  consulting  actuary. 

Q.  Now,  that  is  a  statement  presented  to  us  by  a  policy  holder, 
I  presume  ?  A.  Yes.  Well,  now  I  will  tell  you  if  you  will  give 
the  number  of  the  policy  and  the  data  that  you  want  we  will  give 
it  to  you  entire. 

Q.  I  have  a  memorandum  from  you  upon  that  policy  which  does 
not  tally  exactly  with  the  facts  I  have  stated,  but  which  I  will  read 
inasmuch  as  I  have  referred  to  the  policy  —  it  is  right  that  you 
should  have  your  statement  mth  regard  to  it  put  upon  the  record. 
"  Policy  No.  48628,  H.  "W.  Onderdonk,  amount  $2,000,  premium 
$100.94  per  annum,  was  issued  in  exchange  for  the  old  contract 
issued  by  the  Security  Mutual  Life  Association  while  operating 
under  the  Co-operative  or  Assesment  Law.  The  usual  practice 
in  making  exchange  of  policies  from  lower  to  higher  premiums 
observed  by  most  companies  (where  the  new  contract  bears  the 
same  date  as  the  old  contract)  is  to  credit  the  insured  with  the 
premiums  paid  under  the  old  policy  and  charge  the  difference  in 
premiums  with  five  per  cent.  Had  we  carried  out  this  practice  in 
this  ease  we  should  have  charged  the  insured  with  $928.45.  The 
object  of  this  company,  however,  was  not  to  make  any  money  on 
these  old  contracts,  but  simply  to  be  made  good  as  regards  the 
matter  of  reserve;  consequently  while  having  the  right  to  charge 
$928.48  the  company  charged  but  $771.56,  and  the  insured  had 
the  privilege  of  paying  this  reserve  in  cash  or  in  the  form  of  a  lien 
note.  He  chose  the  latter  method.  The  contract  provides  for 
term  insurance  to  cover  the  amount  of  the  lien,  so  that  if  death 
occurs  within  twenty  years  from  the  date  of  the  policy  the  bene- 
ficiary will  be  paid  more  than  $2,000  (the  face  value  of  the  policy 
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net).  Now,  it  would  appear  from  that  statement  that  the  lien 
was  $Y71.56.  'Now  is  it  a  fact  that  that  bore  6  per  cent,  simple 
interest?     A.  I  think  so;  yes,  sir. 

Q.  Now  is  it  a  fact  that  at  the  end  of  the  twentieth  year  the 
total  lien  against  the  policy  would  be  about  $1,234?  A.  I  don't 
know  anything  about  it.     That  is  an  actuarial  proposition. 

Q.  And  the  party  in  the  eleven  years  in  premiums  would  have 
paid  about  $1,100?  A.  I  don't  know  anything  about  it.  It  is  an 
•  actuarial  proposition. 

Q.  That  is  only  actuarial  to  the  extent  of  multiplying  $100  by 
eleven?  A.  It  is  beyond  my  Imowledge,  and  I  am  not  going  to 
state  anything  I  don't  know  —  not  if  I  know  myself. 

Q.  Then  you  are  not  prepared  to  say  whether  an  estimate  on  this 
policy  taking  the  lien  that  was  declared  and  the  amount  which  the 
insured  would  have  to  pay  during  the  remainder  of  the  period 
would  show  about  $1,032  chargeable  against  the  policy  and  that 
the  net  valuation  of  the  insurance  was  less  than  a  thousand  dollars  ? 
A.  "Was  that  statement  given  to  you  by  our  actuary? 

Q.  That  statement  I  read  a  moment  ago  was  given  by  jo's^  com- 
pany?    A.  I  assume  it  is  correct. 

Q.  This  I  have  just  put  in  my  question  was  not  given  by  your 
actuary?     A.  I  don't  know  anything  about  it,  sir. 

Q.  Do  you  know  what  a  policy  of  $2,000  in  your  company  ex- 
changed under  this  plan  for  an  old  assessment  policy  and  dated 
back  nine  years  with  a  premium  of  $100.94  would  be  worth  to  the 
insured  after  eleven  years?  A.  It  would  be  worth  exactly  the 
face  of  the  policy  less  his  indebtedness  to  us  at  that  time. 

Q.  Do  you  know  what  it  would  be  actually  worth?  A.  ISTo, 
sir;  that  would  be  the  amount  of  his  premium  loan  note  with  in- 
terest up  to  that  time  less  whatever  accumulations  was  coming  to 
him,  his  portion  of  the  accumulations  made  by  the  company. 

Q.  Do  yiu  know  enough  about  the  matter  to  be  able  to  say 
whether  at  the  end  of  the  eleven  years  it  would  be  worth  any  more 
than  he  had  to  put  in  during  the  eleven  years?  A.  I  don't  know 
anything  about  it.  I  tell  you  I  cannot  tell  it  to  you  any  stronger 
than  that.  I  have  assumed  that  it  would  be  worth  a  good  deal 
more  than  that  from  your  question.  I  don't  know  anything 
about  it. 

Q.  I  show  you  a  circular:  Is  this  issued  by  your  company? 
A.  Yes,  sir. 

Q.  How  recently  has  that  been  issued?     A.  I  could  not  state. 


3424  Legislative  Insurance  Investigation. 

Q.  Is  it  in  circulation  now  ?     A.  I  think  it  is. 

Q.  How  long  has  Mr.  Dickenson  been  the  actuary  of  your  com- 
pany?    A.  Three  years  he  tells  me. 

Q.  And  his  acquaintance  with  your  affairs  dates  solely  from 
three  years  ago  ?     A.  Yes. 

ME.  HUGHES :    I  offer  this  circular  in  evidence. 

THE  WITNESS:  That  refers  to  policies  we  issue  now,  not 
policies  which  we  exchanged. 

Circulars  marked  Exhibit  No.  643  and  read  in  evidence  by  Mr. 
Hughes, 

Q.  Now  that  is  headed  Pure  Life  Insurance  followed  by  the  let- 
ters P.  L.    What  does  P.  L.  stand  for?    A.  Probably  Life  Policy. 

Q.  Why  didn't  you  put  probable  life  policy?  A.  We  do  put 
probable  —  we  represent  it  as  probable  life  policy. 

Q.  Did  anybody  ever  inform  you  it  might  be  taken  for  pure 
life  policy?  A.  The  contract  is  a  term  policy  for  the  expectation 
of  life. 

Q.  Yet  it  is  not  a  pure  life  policy  ?  A.  Why,  it  is  a  pure  life 
policy. 

Q.  That  is,  it  is  not  an  ordinary  life  policy  ?  A.  It  is  not  an 
ordinary  life  policy;  no,  sir. 

Q.  It  is  a  policy  for  a  term  period  ?  A.  That  is  all  we  claim 
for  it. 

Q.  And  it  is  called  by  you  a  probable  life  ?  A.  Probable  life 
policy. 

Q.  And  in  the  circular  you  call  it  a  P.  L.  policy.     A.  Well 

Q.  And  head  it  Pure  Life  Insurance  ?  A.  It  is  pure  life  insur- 
ance. 

Q.  Now,  let  me  see  if  you  will,  the  form  of  the  probable  life 
policy  ?  A.  I  would  like  to  state,  Mr.  Hughes,  that  in  this  prob- 
able life  policy  we  guarantee  the  premium  rate,  the  one  that  you 
have  the  circular  there  for,  for  the  expectancy  of  life.  We  guar- 
antee the  rate  level.  Eor  instance,  if  a  man  at  age  40  should  take 
that  policy,  we  guarantee  his  premium  rate  will  be  level  for  28 
years. 

Q.  I  am  going  to  put  the  policy  itself  in  evidence  so  that  we  will 
see  exactly  what  it  is,  but  what  I  want  to  know  now  is  why  you 
issue  a  circular  intended  to  refer  to  this  policy,  and  say  nothing 
about  its  being  a  policy  for  the  expectancy  of  life,  and  call  it  a 
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P.  L.  policy  under  the  heading  of  pure  life  insurance  ?  A,  That 
was  pure  life  insurance,  we  say  pure  life  ihsurance,  which  is  ex- 
actly what  it  is,  but  we  do  not  call  the  policy  a  pure  life  policy .- 

Q.  Is  there  a  word  in  that  circular  which  indicates  that  that  is 
a  policy  for  a  certain  period  which  is  for  the  expectation  of  life 
and  not  a  pure  life  or  ordinary  life  policy  ?  A.  There  is  actually 
in  the  policy 

Q.  No,  no,  in  this  circular,  is  there  anything  to  that  effect  ?  A. 
No,  there  is  nothing  in  that  circular  to  that  effect. 

Q.  Now,  this  is  the  form  of  policy  to  which  the  allusion  is 
made  ?     A.  That  is  the  form. 

ME.  HUGHES :  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  644  and  read  by  Mr.  Hughes.) 

Q.  Now,  according  to  that  policy  it  is  issued  for  a  term  of 
probable  life  and  may  at  any  anniversary  be  exchanged  for  an- 
other policy?  A.  For  any  policy  we  issue  bearing  a  higher  rate 
of  premium,  for  instance  if  a  man  wanted  a  whole  life  policy 
which  would  be  level  rates  throughout  his  lifetime,  he  can  change 
for  it  at  the  attained  age,  or  at  the  age  when  the  original  policy 
was  taken  oiit,  providing  he  will  pay  us  the  difference  between  the 
premiums  as  stated  upon  that  contract,  and  what  he  would  have 
paid  us  had  he  had  a  whole  life  policy. 

Q.  In  other  words,  if  at  the  expiration  of  the  period  or  at  any 
anniversary  of  the  policy  he  wants  a  policy  for  ordinary  life  he 
can  get  it  by  paying  the  difference  with  interest  on  the  premiums  ? 
A.  Yes. 

Q.  The  point  I  want  to  bring  to  your  attention  is  this.  Have 
vou  found  in  practice  holders  with  this  class  of  policies  are  imder 
the  impression  that  they  have  an  ordinary  life  policy?     A.  No. 

Q.  Have  you  ever  heard  of  that  at  all?  A.  No,  sir,  I  have 
never  heard  of  it. 

Q.  Have  you  any  reason  in  your  circulars  for  not  calling  atten- 
tion to  the  exact  provision  of  it  ?  A.  I  have  found  that  policy- 
holders believe  that  the  accumulations  in  their  expectancy  of  life 
would  be  sufficient  to  continue  the  rate  level,  and  so  do  I  believe 
mvpplf-  ftnd  so  does  our  actuary. 

Q.  You  believe  that  will  be  ?     A.  I  do,  sir. 

Q.  You  have  not  got  to  a  point  yet  where  you  can  state  what 
it  will  be  ?  A.  Surely  not.  Mr.  Hughes,  if  you  will  let  me  state, 
the  only  kind  of  insurance  that  I  believe  in  is  the  greatest 
108 
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amount  of  protection  during  the  productive  period  of  life  that 
can  be  bought  for  the  least  money  for  safety. 

Q.  Here,  for  example,  I  find  what  purports  to  be  an  advertise- 
ment in  the  Insurance  Field  of  July  13th,  1905,  by  William  Bos- 
well,  agency  director.  Security  Mutual  Life  Insurance  Company, 
Cincinnati,  Ohio,  as  follows :  "  Pure  Life  Insurance,  without  in- 
vestment, loan  and  surrender  values,  is  the  most  popular  policy 
right  now.  This  company  issues  a  whole  life  contract  furnishing 
pure  insurance,  and  our  agents  are  still  making  money.  William 
Boswell,  agency  director.  Security  Mutual  Life,  Cincinnati,  O." 
A.  When  I  learned  of  that  advertisement  through  an  article 
written  by  the  consulting  actuary,  I  think,  I  notified  Mr.  Bos- 
well that  he  must  discontinue  ever  putting  a  thing  of  that  kind 
in  the  papers.  He  did  it  without  my  authority  and  without  the 
authority  of  the  company,  and  if  he  did  it  again  we  should  con- 
sider it  cause  for  the  termination  of  his  contract  or  words  to 
that  eilect,  and  I  was  promptly  advised  by  Mr.  Boswell  that 
the  article  had  been  taken  out,  and  no  fvirther  advertisements 
of  the  kind  would  be  inserted  in  the  papers. 

Q.  Did  you  understand  that  Mr.  Boswell  was  making  a  de- 
liberate misrepresentation?  A.  I  did  not  understand  anything 
about  it,  because  I  did  not  know  anything  about  it. 

Q.  Did  not  you  find  out  that  Mr.  Boswell  was  deceived  him- 
self as  to  the  form  of  the  contract,  and  thought  it  was  a  whole 
life  contract  ?  A.  Well,  he  wrote  me  so,  but  I  do  not  believe  he 
was  so  informed. 

Q.  In  other  words  your  own  agency  director  wrote  you  that 
he  thought  it  was  a  whole  life  contract  ?  A.  I  do  not  believe  he 
did. 

Q.  Did  he  not  so  inform  you?  A.  He  wrote  me  a  letter  to 
that  effect,  and  I  wrote  him  back  that  he  could  not  be  so  in- 
formed. 

Q.  Have  you  that  letter  ?    A.  I  think  I  can  get  it  for  you. 

Q.  I  would  like  to  have  it.  A.  Mr.  Jenkins,  make  a  note  of 
that,  to  send  Mr.  Hughes  the  entire  correspondence  with  refer- 
ence to  this  advertisement. 

Q.  Have  you  discontinued  the  use  of  this  phrase,  pure  life 
insurance  in  connection  with  that  class  of  policies?  A.  No,  sir, 
because  it  is  pure  life  insurance,  without  any  investment  feature. 

Q.  It  is  pure  life  in  the  sense  it  has  no  investment  feature? 
A.  Yes. 
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Q.  It  miglit  be  well  in  connection  with  that,  so  there  would  be 
no  misapprehension  to  call  attention  to  the  probable  life  feature 
of  it  ?  j^.  But  you  are  all  the  time  confounding  the  expectancy 
term  policy  with  the  whole  life  policy. 

Q.  That  is  the  danger  that  I  fear.  A.  Yes.  I  do  not  fear  that 
danger  because  just  as  plainly  we  state  in  our  policy  just  how 
long  the  premiums  are  guaranteed,  and  just  when  the  policy  will 
commence  to  be  a  one-year  term  policy  at  attained  age. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Hughes'  point  is  if  it  is  so  difficult  to  understand  to  a 
man  engaged  in  this  investigation,  that  the  public  are  more  apt  to 
misunderstand  it.  A.  Well,  Mr.  Armstrong,  I  was  formerly  a 
life  insurance  solicitor,  and  followed  it  as  a  business.  I  have  got 
a  record  of  having  written  a  million  dollars  of  approved  business 
in  a  year.  Now,  in  my  business  of  life  insurance  I  have  found  not 
one,  but  hundreds  of  people  who  held  whole  life  contracts  in  the 
Equitable,  in  the  Mutual  Life  and  New  York  Life,  the  Penn 
Mutual  or  any  other  company,  holding  whole  life  contracts,  and 
they  believed  they  had  a  limited  payment  contract  because  there 
Avas  an  option  in  there  at  the  end  of  a  certain  given  number  of 
years  whereby  they  could  take  the  accumulations  on  the  policies. 

Now,  when  the  policy  states  as  plainly  as  it  can  state  Chat  it  is 
a  whole  life  policy,  and  at  the  expiration  of  this  period  there  will 
be  a  dividend,  I  do  not  believe,  and  I  do  not  think  you  believe 
that  the  company  is  in  any  way  responsible  for  any  misunder- 
standing. 

Q.  As  the  result  of  your  experience,  you  probably  believed  the 
public  generally  misunderstands  its  policies.  A.  I  will  not  make 
tliat  statement. 

Q.  They  do  not  understand  them  generally?  A.  I  won't  make 
that  statement.  I  simply  make  the  statement  that  they  are  mis- 
taken about  their  contracts  often.  It  is  not  occasionally  a  man, 
but  it  is  a  great  majority,  a  great  number  of  people,  I  will  not 
say  a  great  majority,  but  a  great  number  of  people  are. 

BY  MR.  HUGHES : 

Q.  Now,  we  have  that  in  mind,  Mr.  Turner,  and  we  are  not  at 
all  under  any  misapprehension  as  to  what  your  policy  actually  pro 
vides.     The  point  is  this,  as  to  the  great  caution  to  be  observed  in 
sending  out  circulars,  lest  there  should  be  any  misapprehension 
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created  by  ambiguous  language.  You  appreciate  that  fully,  don't 
you?  A.  The  criticism  you  are  making,  Mr.  Hughes,  if  I  under- 
stand it  correctly,  is  that  we  should  not  say  "  pure  life-insurance." 
We  do  not  say  "  pure  life  insurance  policy."  We  should  say 
"  pure  life  insurance,"  lest  it  be  confounded  by  the  insured  that 
he  had  a  whole  life  contract;    am  1  right? 

Q.  Yes.  A.  Perhaps  there  is  some  point  in  it,  but  I  never 
thought  there  was,  because  it  is  pure  life  insurance. 

Q.  My  suggestion  was  the  use  of  that  phrase  and  then  the  use 
of  the  word  "  P.  L.  Policy  "  without  any  explanation  in  the  cir- 
cular as  to  what  it  was  might  lead  to  misunderstanding,  which  a 
further  explanation  could  prevent.  A.  I  don't  knOw  that  I  ever 
had  my  attention  called  to  it.  The  circular  is  one  of  Mi'-  Howe's, 
and  I  do  not  get  up  the  literature  of  the  company  now.  Person- 
ally, I  think  it  is  an  absolutely  proper  statement. 

Q.  Is  it  not  a  fact  that  the  rates  for  this  probable  life  policy 
are  in  a  very  small  percentage  of  the  non-participating  whole 
life  rates?    A.  That  is  true,  sir. 

Q.  In  issuing  this  probable  life A.  Will  you  permit  me 

in  answering  that  question 

Q.  Certainly.  A.  To  state  further  that  that  is  the  basis  upon 
which  we  estimate  that  the  premiums,  that  the  accumulation  at 
the  end  of  the  period  of  expectancy  of  life  will  be  sufficient  to  con- 
tinue the  policy  without  increased  premium.  We  do  not  declare 
any  dividends  on  that  policy  for  ten  years.  They  are  kept  for  the 
l>ersistent  policyholders,  and  we  do  not  give  any  dividends,  if  a 
man  keeps  his  policy  in  force  —  we  do  not  give  any  dividends 
anyway.  If  he  leaves  the  company  or  surrenders  his  policy  after 
ten  years,  we  give  him  whatever  accumulation  is  due  him. 

Q.  Are  you  not  in  effect  proceeding  upon  a  plan  similar  to 
your  original  plan,  hoping  that  the  accumulations  will  enable  you 
to  keep  the  low  rate  of  insurance  with  which  the  man  starts?  A. 
I  am,  sir,  as  I  believe  in  it.  I  believed  in  it  at  the  start  and  be- 
lieve in  it  now,  and  I  believe  actuarially  Ave  have  a  system  which 
will  do  that  thing.  We  guarantee  the  premiums  for  the  ex- 
pectancy of  life.  For  age  forty  it  is  for  twenty-eight  years,  and 
Ave  put  up  the  money  and  after  that  we  make  the  contract  one- 
year  term  contract  for  attained  age,  and  agree  to  apply  the  ac- 
cumulations, whatever  they  are,  in  reduction  of  those  rates  of 
one-year  term  insurance  at  attained  age. 

Q.  Do  you  keep  any  amount  for  expenses  in  a  separate  fund  ? 
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A.  We  divide  them  on  the  books,  I  think  we  do ;  1  think  we  have 
as  we  had  at  first  —  we  do  not  have  three  funds,  but  we  have  two 
funds,  I  am  sure. 

Q.  What  are  the  two?  A.  A.  combination  of  the  mortuary 
and  reserve  funds  belongiiig  to  the  policyholders  and  the  expense 
fund. 

Q.  How  do  you  determine  the  amount  to  be  caixied  in  the  ex- 
j/ense  fund?  A.  Eveiy  policy  contract  has  the  divisions,  and  we 
maintain  the  same  system  of  dividing  the  premium  as  soon  as  it 
strikes  our  office,  as  soon  as  we  receive  it. 

Q.  Do  you  put  aside  in  one  fund  the  net  premiums  and  in  an- 
other fund  the  expense  loadings  ?  A.  Yes,  we  put  aside  the  amount 
which  we  specify  as  belonging  to  the  policyholders.  I  think  it 
would  be  more  than  that  premium  on  some  of  our  policies.  We 
put   it  aside  for  the  benefit  of  the  policyholders. 

Q.  How  do  jow  explain  the  fact  that  last  year  you  expended  so 
much  more  than  your  loading  ?  A.  Last  year,  and  the  year  before 
—  I  think  it  applies  to  those  two  years  —  we  did  not  expend  more 
than  our  loading  properly.  We  had  unusual  expenses  because  of 
our  transfer  of  risks  of  those  old  policies  upon  the  new  ones,  and 
we  were  entitled  to  a  good  deal  of  expense  in  our  expense  fund  in 
some  of  those  transfers  which  we  never  placed  in  the  expense  fund. 

Q.  How  were  you  put  to  gTeat  expense  in  the  transfer  ?  A.  We 
had  to  pay  the  men  who  offered  this  proposition  to  our  policyhold- 
ers for  making  the  exchange. 

Q.  You  mean  you  had  to  pay  commissions  ?    A.  Yes,  sir,  we  did. 

Q.  Then  did  you  treat  these  policies  which  were  issued  i"  ex- 
change for  your  old  policies  as  new  business  ? 

MR,  DICKENSON:    No,  sir. 

Q.  What  commissions  did  you  pay  upon  such  exchanges  ?  A. 
We  paid  the  commission  upon  the  increase  in  premium  in  the  first 
year.  For  instance,  if  a  man  had  a  policy  upon  which  he  was  pay- 
ing fifty  dollars  premium  and  be  exchanged  it  for  a  policy  upon 
which  he  paid  one  hundred  dollars  premium,  we  paid  a  commission 
upon  the  increase,  a  brokerage  commission  upon  the  increase  of 
fifty  dollars. 

Q.  It  appears  from  the  Blue  Book  that  in  1904  your  percentage 
of  insurance  expenses  to  loading  was  146.16  per  cent.  Is  that  ac- 
curate?   A.  I  do  not  know,  sir.     I  will  say  to  you  that  our  ex- 
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penses  have  been  altogether  too  high  in  the  procuring  of  new  busi- 
ness.    There  is  no  question  about  it. 

Q.  We  are  coming  to  that  in  just  a  moment,  but  to  get  the  facts, 
as  it  appears  from  your  gain  and  loss  exhibit  in  the  Wisconsin  re- 
port, that  in  1904  your  loss  from  loading  was  $235,973.63 

A.  My  impression  is  that  Mr.  Dawson  made  up  that  statement,  I 
do  not  know  whether  it  is  true  or  not,  but  he  made  up  one  profit 
and  loss  exhibit  for  us  while  he  was  our  consulting  actuary.  The 
truth  is  that  the  profit  and  loss  exhibit  —  what  I  know  in  my  lim- 
ited knowledge  of  bookkeeping  I  was  never  able  to  make  a  balance, 
and  I  never  had  any  talent  in  my  ofiice  that  could  do  it ;  I  refused 
to  make  it  in  the  State  of  Connecticut,  I  refused  to  make  it  in  the 
State  of  CJonnecticut  and  they  refused  to  give  us  our  license,  and  we 
were  afterwards  reinstated  without  it  appearing  in  the  books.  A 
profit  and  loss  exhibit  is  something  I  don't  know  anything  about. 

Q.  If  you  kept  apart  in  a  separate  fund  what  was  separate  from 
the  expense  portion  of  your  premiums,  how  could  you  expend  146 
jjer  cent,  of  such  portion  in  disbursements  for  expenses  ?  A.  We 
take  the  whole  of  the  first  year's  premiums  as  bearing  the  expense 
portion,  and  make  it  a  nineteenth  twentieth,  if  it  is  a  twenty  year 
policy,  and  I  believe  that  is  a  more  honest  way  than  taking  it  from 
old  policyholders. 

Q.  You  make  it  a  preliminary  term  ?    A.  Yes. 

Q.  In  other  words,  you  treat  the  first  year  as  one  year  term  in- 
surance ?    A.  I  think  so. 

Q.  And  you  have  no  reserve  for  the  first  year,  but  take  the  entire 
premium  for  the  first  year  for  expenses  ?  A.  One  year  term  first 
year.  • 

Q.  Yes.  A.  I  wish  you  would  let  me  state  to  you  that  the 
only  reason  why  we  have  not  curtailed  the  issuing  of  any  new 
stock  on  the  $250,000  stock  of  the  Agency  and  In^-ostment  Com- 
pany— why  we  have  not  limited  it  to  the  $175,000,  is  the  fear  that 
in  Massachusetts,  where  they  will  not  mak-e  a  valuation — that 
is,  a  regular  vakiation,  and  where  our  surplus  is  necessarily  less 
than  it  is  in  New  York  State  and  other  States,  where  they  ac- 
cept a  preliminary  term,  our  fear  that  there  will  come  a  time  or 
might  come  a  time  when  it  would  endanger  our  surplus,  and  the 
only  reason  we  have  not  limited  that  stock  to  $175,000,  which 
has  been  issued,  is  that  we  may  need  some  of  it  to  keep  us  from 
being  too  near  the  insolvency  state  in  those  States  where  we 
have  that  valuation. 
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Q.  But  the  Agency  and  Investment  Company  is  under  no 
obligation  to  advance  any  money  to  the  Security  Mutual  Life 
Insurance  Company?    A.  \Yell,  they  would. 

Q.  Well,  if  they  did,  it  could  constitute  an  indebtedness  of  the 
company,  to  the  Agency  and  Investment  Company,  and  they 
would  be  no  better  off?    A.  It  did  not  before.    We  released  it. 

Q.  Can  you  count  on  the  charity  of  the  stockholders  of  the 
Agency  and  Investment  Company  to  release  your  company?  A. 
Their  dividend  is  limited  to  12  per  cent.,  and  there  is  no  question 
of  their  ability  to  earn  it,  therefore  the  issuing  of  further  stock 
Avould  be  no  detriment  or  harm  to  their  stockholders. 

Q.  Tou  mean  they  would  be  satisfied  to  do  it  to  get  the  12 
per  cent,  on  the  additional  issue  of  stock?  A.  No,  whoever 
bought  the  stock  would  get  the  12  per  cent?  That  is  what  I 
mean.  And  he  would  pay  a  proper  equivalent  on  the  interest 
rate,  because  while  the  interest  on  the  Agency  Company  was 
very  difficult  to  sell  in  the  early  years  of  the  association  and 
while  some  of  our  people  even  sold  it  at  less  than  par,  after  they 
had  had  it  several  years,  the  agency  stock  now  can  be  sold  at  a 
price  where  it  pays  a  reasonable  interest,  you  understand,  we 
can  get  more  than  par. 

Q.  What  can  you  get  for  it?  A.  I  think  it  is  sold  for  $200  or 
over. 

Q.  You  think  that  if  the  insurance  company  should  need 
money  in  view  of  the  arrangement  for  the  12  per  cent,  dividend 
there  would  not  be  any  trouble  in  issuing  the  remainder  of  your 
authorized  stock  of  the  Agency  Company  and  putting  the  money 
into  the  insurance  company?  A.  1  don't  think  anything  about 
the  12  per  cent,  dividend.  I  think  that  if  there  was  danger  to  our 
company  of  being  declared  insolvent  by  reason  of  a  reserve 
valuation  in  the  States  where  they  do  not  accept  the  preliminary 
term,  we  would  have  no  difliculty  in  selling  all  the  stock  that  was 
necessary  to  make  up  the  discrepancy. 

BY  MR  COX: 

Q.  And  giving  the  money  to  the  insurance  company.  That  is 
all  there  is  to  it. 

BY  MR.  HUGHES: 

Q.  Have  you  used  more  than  the  contract  provision  in  pay- 
ing your  expenses,  have  you  used  more  than  the  expenses  pro- 
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vided  for  by  contract?  A.  No.  We  have  surplus  of  sometliing 
like  $26,000  in  the  expense  fund,  and  had  it  at  the  close  of  last 
month. 

Q.  Then  your  contract  provision  is  considerably  higher  than 
the  amount  of  your  loading?    A.  No 

Q.  You  have  expended  146  per  cent,  of  your  loading  appar- 
ently, according  to  your  gain  and  loss  exhibit?  A.  I  don't  know 
anything  about  the  gain  and  loss  exhibit. 

Q.  Do  you  know  whether  or  not  the  contract  provision  bears 
any  relation  to  the  loading  provision?  A.  That  is  beyond  me 
entirely.  If  this  is  what  you  are  getting  at,  Mr.  Hughes,  always 
our  by-laws  have  provided  that  an  expense  incurred  by  reason 
of  investing  the  policyholders'  funds  and  by  reason  of  the  investi- 
gating of  death  claims  upon  whdch  they  were  liable,  was  not  an 
expense  of  the  management  of  the  company,  but  was  to  be  paid 
from  the  mortuary  or  reserve  funds  of  the  company,  and  of  inspec- 
tion, those  expenses  whidi  save  the  policyholders'  money. 

Q.  What  do  they  amount  to  ?     A.  I  do  not  laiow. 

Q.  Approximately?     A.  I  could  not  tell  you. 

Q.  It  is  suggested  to  me  that  it  may  not  be  left  clear  that  in 
case  thie  Agency  and  Investment  Company  sells  stock  and  gives 
the  money  to  the  Insurance  Company  the  stockholders  of  the 
Agency  and  Investment  Company  would  be  protected  by  con- 
tract providing  for  a  payment  of  an  amount  which  was  suflBeient 
to  pay  12  per  cent,  dividends  upon  it.  There  is  no  question  about 
that  ?     A.  I  do  not  know. 

Q.  Well,  the  provision  of  the  contract  is  that  over  and  above 
the  amount  of  your  salary  and  compensation  and  necessary  ex- 
penses the  Insurance  Company  is  to  pay  the  Investment  Company 
sufBcient  to  pay  dividends  at  the  rate  of  12  per  cent,  per  annum  on 
the  capital  stock  of  the  Agency  and  Investment  Company  which 
has  been  or  may  hereafter  be  issued  not  to  exceed,  however,  the 
present  authorized  capital  of  said  company.  You  understand  that 
perfectly  ?  A.  I  have  no  manner  of  question  but  that  if  I  should 
ask  the  directors  and  the  stockholders  of  the  Agency  and  Invest- 
ment Company  to  pass  any  sort  of  resolution  or  adopt  any  sort  of 
method  to  forbid  the  sale  of  further  stock  from  the  treasury,  that 
they  would  do  it.  And  the  only  reason  I  have  not  done  it  prior 
to  this  date  is  the  fear  that  we  will  come  in  the  next  four  or  five 
years  too  near  the  danger  line  in  the  State  of  Massachusetts, 
where  we  are  valued  on  a  different  basis,  where  our  policies  are 
valued  differently. 
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Q.  Perhaps  what  you  have  already  said  answers  a  question  put 
in  a  telegram  which  has  come  in,  as  follt>ws : 

"  Why  was  the  Security  Mutual  expenses  last  year  one-third 
more  thiau  the  loading.  President  testified  the  same  was  abso- 
lutely limited  to  the  loading." 

Now,  I  put  that  to  you  because  I  have  received  it,  and  would 
like  to  have  you  answer  it.     A.  My  answer  covers  that. 

Q.  What  is  it  in  briefs  A.  That  there  are  certain  expenses 
attendant  upon  the  investigation  of  risks  and  the  payment  of 
death  claim  and  the  investment  of  policyholders'  money  which  we 
do  not  consider  as  an  expense  of  management  and  which  we  provide 
for  in  the  by-laws. 

BY  MR.  COX: 

Q.  The  only  reason  you  do  not  consider  it  an  expense  of  man- 
agement is  because  that  is  an  excuse  that  is  to  be  carried  on  by 
the  Agency  and  Investment  Company,  or  to  be  paid  by  them  ?  A. 
ITo,  sir,  it  is  not  to  be  paid  by  the  Agency  and  Investraent 
Company. 

MR.  HUGPIES :  If  you  will  pardon  me,  the  witness  has  said 
that  the  Agency  and  Investment  Company,  by  selling  its  entire 
issued  stock,  might  raise  an  amount  of  money  which  they  would 
be  willing  to  turn  over  to  the  Insurance  Company,  but  the  Agency 
and  Investment  Company  is  not  now  and  has  not  paid  any  ex- 
penses of  the  Insurance  Company  except  as  it  is  required  under 
the  contract  to  pay  your  salary. 

THE  WITNESS :  That  is  all.  Mr.  Hughes,  the  basis  of  my 
statement  that  they  woiild  so  do  is  borne  out  by  the  fact  that  they 
have  already  done  that  sort  of  thing  to  the  tune  of  fifty  thousand 
dollars  where  the  agent's  balances  were  assigned  and  their  re- 
lease of  the  five  per  cent,  on  the  premium  collections,  which  now 
amounts  to  probably  over  one  hundred  thousand  dollars,  making 
in  all  a  hundred  and  fifty  thousand  dollars. 

Q.  I  do  not  quite  yet  understand  why  in  theory  they  divide 
their  expenses  and  say  it  is  not  part  of  the  loading  expense.  That 
if  a  part  of  what  is  really  the  expense  of  the  company. 

J3Y  MR.  HUGHES: 

Q.  Is  it  a  fact,  Mr.  Turner,  -that  you  spend,  or  did  spend  last 
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year,  about  one  hundred  and  forty-six  per  cent,  of  your  loading? 
A.  I  do  not  know,  sir. 

Q.  Well,  that  is  shown  by  your  gain  and  loss  exhibit.  Now,  if 
that  is  so,  is  it  because  you  took  your  entire  first  year's  premium 
for  your  expenses,  and  then  in  making  up  your  gain  and  loss 
exhibit  you  make  it  up  upon  another  theory,  is  that  it?  A.  I 
refer  you  to  our  actuary,  Mr.  Hughes.  I  do  not  like  to'conjee- 
ture  anything. 

MR.  HUGHES:  Well,  I  assume  that  is  it.  Tlie  gain  and  loss 
exhibit  is  made  up  on  a  different  basis. 

ME.  DICKENSON:     Yes,  sir. 

ME.  HUGHES:  But  the  point  of  the  inquiry  in  the  telegram 
I  take  to  be  that  you  have  said  your  expenses  are  limited  to  some- 
thing.    Now,  to  what  are  they  limited? 

THE  WITNESS:  So  they  are. 

Q.  Limited  to  what?  A.  The  expenses  of  management, 
which  does  not  include  the  expense  of  investing  the  sums  of  the 
policy  holders,  and  the  investigation  or  inspection  which  is  for 
the  sole  benefit  of  protecting  the  policy  holders,  that  is  not  in- 
cluded. 

Q.  Are  your  expenses  of  management  limited  to  the  loading 
upon  premiums?     A.  Yes,  sir;  outside  of  that  fact. 

Q.  Tlien  do  your  expenses  of  investigation  and  of  investiiieiil 
equal  forty-six  per  cent,  of  your  loading?  A.  I  do  not  know  tli.-.t 
fact,  sir.  I  just  know  that  we  have  lived  inside  of  it,  and  ac- 
cording to  our  division  of  prejniimis,  and  that  we  have  got  a  sur- 
plus of  about  twenty-six  thousand  dollars  in  the  expense  fund. 

Q.  Now,  it  is  suggested  that  if  that  is  so,  your  loading  is  not 
sufficient  to  cover  the  exi>enses,  including  your  investments  and 
investigating  expense.  A.  I  think  that  is  true.  Is  it  not,  Mr. 
Dickenson,  that  it  has  not  been?     Is  it  true  or  is  it  not? 

MR.  HUGHES:  The  question  is  whether  your  loading  is 
sufficient  to  include  all  your  expenses,  including  expenses  of  in- 
vestment and  investigation. 

ME.  DICKENSON:  Positively  outside  of  the  first  year  in 
getting  new  business. 

THE  WITNESS:  Certainly  they  would  be. 

Q.  Outside  of  the  expense  of  getting  new  business?     A.  Yes. 
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Q.  But  not  ^vith  that  expense?     A.  Xo  sir,  not — 

Q.  What  is  your  expense  in  getting  new  business;  what  do 
you  pay  your  agents?  A.  Oiir  maxiuium  brokerage  commission 
ia  seventy-five  per  cent.  To  that  we  sometimes  give  a  general 
agent  five  per  cent,  for  office  expenses,  and  for  the  expenses  of 
1ms  agents;  he  gets  that  as  an  overriding  commission. 

Q.  Is  this  the  form  of  contract  with  your  general  agent? 
(Handing  paper.)  A.  I  think  Mr.  Dickenson  can  tell  you,  but 
my  impression  is  that  is  the  form  of  contract  with  agents  gen- 
erally, but  not  with  what  we  call  the  managers  or  directors  of 
agents. 

Q.  What  do  you  call  the  agents  with  which  this  form  obtains? 

ME.  DICKElSrSOlSr:  That  is  a  general  agents'  contract,  right 
there. 

ME.  HUGrHES :  That  is  what  I  assumed.  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  No.  645.) 

ME.  HUGHES :  Now,  I  will  read  the  substance  of  this  as  to 
compensation : 

A  brokerage  commission  on  the  cash  premium  as  collected  for 
the  first  year  the  insurance  shall  be  in  force  on  all  participating 
policies  issued  upon  applications  written  by  the  said  party  of  the 
second  part,  or  his  sub-agents,  as  follows: 

Per  cent. 

Whole  life  and  whole  life  5^  gold  bond 70 

Probable  life 70 

15-year  return  accumulation 70 

20-payment  life  and  20-payment  life  5^  gold  bonds.    70 

20-paynient  life  one-half  return  premium 65 

20-payment  life  full  return  premium 60 

15-payment  life  and  15-payment  life  5^  gold  bonds.    60 
10-payment  life  and  10-payment  life  5^  gold  bonds.    50 

20-year  investment  bonds 65 

30-year  endowment 70 

25-year  endowment 70 

20-year  endowment  and  20-year  endowment  5^  gold 

bonds 70 

15-year  endowment 55 

10-payment  20-year  endowment 50 

10-year  endowment 45 

Endowment  annuity 70 
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On  the  whole  life  and  limited  payment  life  policies,  calling  fur 
annual  dividends,  the  brokerage  commission  will  be  25  per  cent. 
less  than  quoted  above  on  whole  life  and  limited  payment  life 
policies. 

On  ten-year  term,  one-year  terra  and  non-participating  policies, 
the  brokerage  commissions  shall  be : 

Per  cent. 

10-year  term , 40 

1-year  term 25 

Whole  life 40 

20-payment  life 35 

15-payment  life 25 

10-payment  life 20 

20-year  endowment 30 

Oornmissions  shall  be  payable  only  as  the  premiums  shall  be 
actually  paid  in  cash  on  accepted  business  written  by  the  second 
party  or  his  sub-agents.  Any  premiums  paid  to  said  second  party 
or  to  any  agent  appointed  by  him  for  or  on  account  of  any  appli- 
cation on  which  a  policy  is  not  issued  by  said  company,  shall  be 
immediately  returned  to  applicant  by  said  second  party. 

4th.  Upon  second  and  subsequent  years  premiums,  as  col- 
lected by  the  party  of  the  first  part,  under  the  terms  of  this  con- 
tiact  (except  as  otherwise  stated),  there  will  be  paid  to  the  party 
of  the  second  part  a  renewal  commission  of  seven  per  cent.  In 
event  of  the  termination  of  this  contract  at  any  time,  the  renewal 
commissions  shall  be  reduced  to  five  per  cent,  and  shall  be  paid 
to  the  party  of  the  second  part,  his  heirs,  or  assigns,  so  lopg  as 
there  remains  in  force  to  the  credit  of  this  contract  $100,000 
participating  insurance.  !N"o  renewal  commission  shall  be  paid 
on  one  year's  term,  ten  years'  term  and  nonparticipating  poli- 
cies; and  on  the  four  per  cent,  coupon  bond  the  insurance  ele- 
ment of  the  premium  only  M'ould  be  considered  in  computing  and 
paying  renewals. 

Q.  Does  that  mean  that  the  amount  that  the  man  gets  renewals 
for  the  entire  period  of  the  policy?  A.  It  does,  providing  he 
has  one  hundred  thousand  dollars  of  insurance  in  force  to  his 
credit. 

Q.  He  gets,  if  the  policy  remains  in  force,  the  renewal  com- 
mission of  seven  per  cent.  ?  A.  He  does,  if  his  contract  is  in 
force;  otherwise,  he  gets  five  per  cent. 
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Q.  But  the  renewal  period  is  as  long  as  the  policy  is  outstand- 
ing? A.  Providing  he  has  one  hundred  thousand  dollars  insur- 
ance in  force  to  his  credit. 

Q.  Why  is  it  that  you  give  a  less  commission  on  policies  call- 
ing for  annual  dividends  ?  A.  Becaiise  we  want  something — ^be- 
cause we  want  to  accumulate  a  fund  upon  which  we  declare  divi- 
dends, and  we  cannot  declare  it  on  any  other  basis. 

Q.  What  advantage  is  it  to  accumulate  a  fund  that  you  have 
to  pay  out  ultimately  ?  A.  Mr.  Htighes,  for  instance,  we  pay 
dividends  after  the  third  year.  If  we  pay  an  agent  the  full  com- 
mission we  can  make  no  accumulation  for  a  dividend  the  third 
year,  therefore,  we  make  him  pay  the  dividend  for  the  first  one 
or  two  years  from  his  commission  and  set  it  aside  for  the  pay- 
ment of  that  dividend — if  it  is  an  annual  dividend  policy. 

Q.  You  say  you  make  him  pay  a  dividend  from  his  commis- 
sion. You  mean  you  do  not  pay  him  as  much  commission  as 
you  do  in  other  cases,  and  thereby  get  the  money  to  pay  the  divi- 
dend ?     A.  That  is  it. 

Q.  Do  your  annual  dividend  policies  provide  for  dividends  the 
first  year  'I     A.  No,  sir ;  the  third  year. 

Q.  Then  in  the  third  year  you  pay  dividends  on  what  basis  in 
the  annual  dividend  policy?    A.  I  will  refer  you  to  my  actuary. 

Q.  Don't  you  know  ?  A.  I  don't  know  anything  about  the 
commission  account  basis. 

Q.  Do  you  knoAv  how  your  deferred  di\  idends  are  calculated  ? 
A.  I  do  not  know  anything  about  it.  Mr.  Dickenson  will  be  able 
to  explain  to  you  entirely. 

Q.  What  did  you  do  before  Mr.  Dickenson  came  to  you?  A. 
We  ran  it  to  the  best  of  our  knowledge  and  belief. 

Q.  To  the  best  of  whose  knowledge  ?  Your's  or  anybody  else's  ? 
A.  Honestly,  to  the  best  of  our  knowledge  of  what  accumulations 
a  man  had  made.  Therefore,  I  will  say  to  you  that  was  the 
mistake  I  made'in  telling  the  agents  of  this  Company  that  there 
was  to  the  credit  of  Policy  No.  1  a  surplus,  which  was  actually 
not  to  the  credit  of  that  policy. 

Q.  You  ran  it  to  the  best  of  your  knowledge  and  belief,  but 
who  made  the  calculations  ?  A.  Mr.  Howe  and  our  ofiice  force 
did  the  best  we  could. 

Q.  Did  you  assist?  A.  Yes,  sir;  that  is,  I  did  not  assist,  I 
consulted  with  them  about  it,  and  told  them  my  opinion  about  it, 
and  we  talked  about  it,  and  accepted  Mr.  Howe's  version  of  it, 
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unquestionably.  Now,  Mr.  Hughes,  I  want  you  to  distinctly  un- 
derstand, and  this  Committee,  that  in  the  first  incorporation  of 
the  Security  Mutual  Life  Association,  and  up  to  the  time  that 
we  reincorporated  as  an  old  line  company,  the  calculations  of  this 
company  were  not  upon  a  scientific  basis;  that  we  have  made, 
perhaps,  many  mistakes;  I  do  not  know  how  many,  but  our  mis- 
takes have  always  been  honestly  made;  there  never  has  been  a 
dollar  profit  to  anybody  in  connection  with  that. 

Q.  Do  you  mean  by  that  prior  to  1902  you  had  no  definitive 
method  of  calculating  accumulations?  A.  I  do  not  mean  prior 
to  1902,  I  mean 

Q.  Pardon  me;  prior  to  1899,  when  you  reincorporated?  A. 
Yes. 

Q.  Well,  you  must  have  had  some  method,  whether  you  found 
it  accurate  oi*  not.  A.  We  had  the  method  I  told  you,  which 
was  produced  by  'Mr.  Howe,  who  was  a  mathematician  but  not 
an  actuary,  and  who  does  not  understand  the  formulae  of  com- 
puting a  legal  reserve;  and  there  was  no  reason  for  our  having  a 
legal  reserve.  Our  theory  of  life  insurance  was  in  direct  opposi- 
tion to  a  legal  reserve.  I  believed,  and  to  a  certain  extent.  I 
believe  it  now,  that  the  theory  of  net  reserve  is  upon  too  stringent 
a  basis;  that  the  inflexible  liability  of  an  insurance  company 
against  flexible  assets  is  a  dangerous  proposition. 

Q.  You  have  furnished  me  with  a  statement  of  the  proportion 
of  your  outstanding  policies  that  are  annual  dividends  and  de- 
ferred dividend  policies,  which  I  will-  offer  in  evidence  and  read 
upon  the  record.  A.  I  have  not  furnished  it  to  you,  because  I 
know  nothing  about  it. 

Q.  Well,  I  identify  you  again  with  your  company,  and  if  you 
do  not  repudiate  what  your  counsel  has  given  to  me,  I  will  read 
it.     A.  If  Mr.  Dickenson  gave  it  to  you  all  right. 

MR.  HUGHES:     I  offer  it  in  evidence. 

Papei-  marked  Exhibit  No.  646  and  read  by  Mr.  Hughes. 

Q.  What  amount  of  percentage  of  your  premiums  the  first  year, 
does  the  cost  of  obtaining  new  business  come  to?  A.  I  cannot 
tell  you. 

Q.  Have  you  any  idea?  A.  No,  sir;  not  near  enough  to  state 
what  it  is,  and  I  would  not  care  to.  You  have  already  stated  that 
we  spent  so  much  of  oiir  first  year's  premiums  in  conducting  our 
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business.  I  have  stated  to  you  what  commissions  wc  pay,  and 
that  is  the  maximum  which  we  do  pay  at  this  time.  ISTot,  how- 
ever, the  maximum  of  our  contract. 

BY  THE  CHAIEMAiT: 

Q.  Not  the  maximum  of  your  contract?    A.  No. 

Q.  What  do  you  mean  by  that?  A.  Several  years  ago  we 
paid  more  brokerage  commission,  and  for  .the  last  two  or  three 
years  we  have  been  cutting  it  down  each  year,  but  upon  the  con- 
tracts which  we  had  existing  Ave  have  of  course,  carried  them  out, 
and  upon  those  we  are  paying  on  certain  policies  which  bear  the 
maximum  rate,  as  high  as  eighty  per  cent,  instead  of  seventy-five. 

BY  ME.  COX: 

Q.  Those  are  contracts  which  are  not  terminable  by  you?  A 
jSTo,  sir;  they  had  a  period  to  run,  ten  years,  or  whatever  period 
it  was.  There  was  onlj'  two  or  three  of  them  in  existence,  and  I 
could  have  skipped  over  the  question,  but  I  want  to  iiave  you 
understand  exactly  the  conditions. 

Q.  Are  there  other  renewal  commissions  on  those  eontraet;? 
A.  Xo,  we  do  not  pay  in  excess  of  seven  per  cent,  renewals  to 
any  man,  but  we  do  encourage  the  paying  of  perpetual  renewal?, 
as  we  believe  it  will  bind  the  agents  to  our  company  and  secure 
a  more  lasting  and  better  class  of  business. 

MR.  HUGHES:  I  will  read  upon  the  record  from  the  state- 
ment furnished  by  the  company  the  following: 

The  total  loading  on  premiums  received  in  1903,  $230, 24-3. 
Total  first  year  expenses,  for  the  year  1903,  as  per  attached 
sheet,  as  follows: 

Expense  account  new  business  1903. 

Commissions  to  agents  on  first  year's  premiums  and 

annuities $263,633.06 

Salaries  and  allowances  for  agencies 54,031.41 

Agency  supervision,  traveling  and  all  other  expenses.  20,213.26 
Medical  examiners'  fees  and  inspection  of  risks.  . . .  52,171.26 
Taxes,  fees  and  licenses  (estimated) 4,500.00 

Total $394,548.99 

Total  expected  losses  on  policies  less  than  one  year  old,  1903, 
$99,358. 
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Total  actual  losses  on  policies  less  than  one  year  old,  1903, 
$28,250. 

Total  loading  on  premiums  received  in  1904,  $257,350. 

Total  first  year  expenses  for  the  year  1904  bb  follows: 

Expenses  account  new  business  1904: 

Commissions  to  agents  on  first  year's  premiums  and 

annuities $288,988.46 

Salaries  and  allowances  for  agencies 74,703.34 

Agency  supervision,  traveling  and  all  other  expenses .        15,767.06 

Medical  examiners'  fees  and  inspection  of  risks 62,028.68 

Taxes,  fees  and  licenses  (estimated) 5,000.00 

Total $446,487.54 

Total  expected  losses  on  policies  less  than  one  year 

old,  1904 $119,068.00 

Total  actual  losses  on  policies  less  than  one  year  old, 

1904 48,030.00 

Surrender  values  of  paid-up  policies. 

Cash  values  begin  with  the  third  year  and  range  from  80  per 
cent,  of  the  reserve  value  in  100  per  cent,  (full  reserve  value)  at 
the  end  of  the  seventh  year  and  each  year  thereafter. 

Paid  up  values  on  limited  and  endowment  policies  proportional 
to  the  number  of  premiums  for  all  years  beginning  with  third. 

Q.  How  many  of  the  Security  Mutual's  general  agents  have 
received  suijplemental  contracts  paying  10  per  cent,  excess  on  the 
figures  on  the  contract  just  submitted  in  evidence?  A.  I  do  not 
1-now  of  any  that  have  received  and  such  a  contract,  that  has  re- 
ceived any  such  supplemental  figures  on  the  contracts  we  have 
made  within  the  last  two  or  three  years.  As  I  explained  to  you, 
M'e  had  some  contracts  made  several  years  ago  upon  which  we  paid 
as  high  as  80  per  cent.  Mr.  Hughes,  in  stating  the  maximum  of 
commissions  which  this  company  pays,  I  have  given  you  the  sup- 
plementals  and  everything  else.  The  maximum  at  the  present 
time,  and  it  has  been  for  this  year,  is  70  per  cent,  and  5  per  cent, 
additional. 

Q.  Then  there  are  no  general  agents  or  managers  or  others 
having  contracts  for  a  greater  percentage  than  70  per  cent,  and  5 
per  cent,  renewals?  A.  I  have  stated  that  there  were  some,  old 
contracts. 
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Q.  Some  old  contracts?     A.  Yes. 

Q.  How  many  of  those  are  there?     A.  I  could  not  tell  you. 

Q.  "What  is  Mr.  Eenney's  contract?  A.  That  is  what  I  don't 
know.     I  can  look  it  up.     It  is  one  of  those  contracts. 

Q.  Is  he  a  relative  of  yours  ?     A.  Yes. 

Q.  Where  is  his  field?     A.  Chicago. 

Q.  How  long  has  he  been  connected  with  the  company?  A. 
Ten  or  twelve  years. 

Q.  And  when  was  his  agency  contract  given?  A.  When  he 
first  went  to  Chicago,  eight  or  ten  years  ago. 

Q.  Do  you  recall  what  his  compensation  is?     A.  I  do  not. 

Q.  Have  you  any  idea?  A.  I  have  an  idea,  sir,  that  his  con- 
Iract  at  that  time  is  no  more  liberal  than  we  guvG  to  other  general 
agents. 

Q.  At  that  time?  A.  We  gave  it — it  was  the  same  identical 
contract  I  think  as  that  of  Mr.  Thompson  and  I  would  not  be 
sure  that  I  am  telling  you  the  truth,  but  I  think  I  am,  in  saying 
it  was  no  more  liberal  than  we  gave  to  any  other  general  agent 
for  a  similar  territory. 

Q.  Was  this  contract  for  a  term  of  years?     A.  Yes,  sir. 

Q.  For  Avhat  term  ?   A.  I  do  not  know  that. 

Q.  Is  he  operating  under  a  contract  which  has  been  renewed? 
A.  No,  it  has  just  simply  run  along,  the  time  has  not  expired. 

Q.  Is  it  a  contract  which  you  could  terminate?     A.  ISTo,  sir. 

Q.  Then  he  is  running  on  a  contract  for  a  term  of  years  not 
expired?     A.  ITot  as  long  as  he  fulfils  the  conditions. 

Q.  Then  he  is  running  on  a  contract  for  a  term  of  years  not 
yet  expired?     A.  Yes. 

Q.  For  how  long  a  term  of  years  did  he  hare  the  contract? 
A.  I  could  not  tell  you. 

Q.  How  recently  have  you  made  a  contract  with  him?  A. 
1  do  not  think  I  have  made  a  contract  with  him  since  the  first 
one. 

Q.  That  Avas  eight  or  ten  years  ago?     A.  Yes,  sir. 

Q.  You  mean  that  you  gave  him  a  contract  then  which  was 
good  for  ten  years  ?  A.  I  do.  I  mean  that  we  have  given  agents 
a  contract  for  ten  years  with  the  privilege  of  ten  additional  years, 
at  times. 

Q.  Well,  you  can  get-  Mr.  Renney's  contract  or  a  copy  of  it  for 
us,  can  you  not?  A.  Certainly,  it  is  in  the  ofiice  and  I  can  send 
jl  to  you  at  any  time. 
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Q.  Can  you  tell  now  about  what  amount  of  commissions  have 
been  paid  Mr.  Kenney?     A.  I  cannot. 

Q.  How  valuable  the  contract  has  been  to  him?  A.  I  can- 
not. 

Q.  Have  you  ever  taken  any  means  to  inquire?  A.  The  con- 
tract has  not  been  so  valuable  but  what  he  is  heavily  in  debt  to 
the  company. 

Q.  How  does  that  happen?  A.  By  reason  of  advances  w^- 
have  made  to  him  on  the  contract. 

Q.  To  what  extent  is  he  indebted  to  the  company?  A.  T  don't 
know,  but  I  know  he  is  somewhat  in  debt,  should  presume  $2,000 
or  $3,000  or  $4,000,  I  don't  know  but  I  know  that  he  like  other 
general  agents,  has  had  advances  from  the  company  at  timed 
against  their  future  commissions,  where  they  have  had  an  assured 
renewal,  and  that  Mr.  Eenney  is  still  in  debt  to  the  company. 

Q.  Are  you  in  favor  of  deferred  dividends?  A.  I  am  not. 
I  am  not  in  favor  of  any  dividends  at  all. 

Q.  Well,  that  of  course  is  an  ambiguous  statement.  You  had 
better  explain  Avhat  you  mean  by  that?  A.  I  mean — you  wane 
my  personal  opinion? 

Q.  Yes.  A.  I  am  in  favor  of  life  insurance  during  the  pro- 
ductive period  of  life  at  the  lowest  premium  consistent  with  safety, 
and  in  the  probable  life  policy  which  you  have  criticised,  I  believe 
the  Security  Mutual  has  got  it. 

Q.  T  have  not  criticised  your  probable  life  policy,  but  merely 
the  circular  that  pertained  to  it.  A.  That  is  all  right.  That  is 
ray  personal  opinion  about  life  insurance.  I  do  not  think  any 
man  has  any  business  to  carry  life  insurance  beyond  age  75. 

Q.  Why  do  you  giye  agents  larger  commissions  for  writing 
deferred  dividend  contracts?  A.  Simply  because  we  are  com- 
pelled to  pay  the  commissions  by  the  pace  set  by  the  giants  — -  so 
we  call  them  —  of  the  larger  companies  of  your  city. 

Q.  And  you  would  be  glad  to  be  relieved  of  that  competition  ? 
A.  We  would,  and  I  have  for  two  years  been  cutting  it  off  just 
as  fast  as  I  could  without  endangering  my  plan. 

Q.  I  am  shown  what  purports  to  be  an  extract  from  an  ad- 
dress of  yours.  Do  you  recognize  it?  A.  Those  were  my  state- 
ments, Mr.  Hughes. 

ME.  HUGHES:  I  will  read  it:  "  The  true  province  of  a  life 
insurance  company  is  to  protect  the  widow,  the  orphan  and  the 
estate  during  the  productive  period  of  life,  and  to  protect  the 
insiired  himself  against  the  hazard  of  poverty  in  gld  age.     This 
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<?an  and  should  be  accomplished  without  the  payir»3nt  by  the  in- 
sured of  excessive  premiums,  and  without  estimating  that  from 
such  over-payments  large  profits  will  accrue  to  life  and  continue 
their  contracts  from  the  forfeitures  of  those  who  die  or  otherwise 
terminate  their  contracts.  All  estimates  of  a  life  insurance  com- 
pany are  of  necessity  imcertain.  The  forfeitures  of  those  who 
terminate  their  contracts  are  all  dire  necessity  persons.  Any  state- 
ment or  plan  of  insxirance  that  holds  out  inducements  which  de- 
pend upon  the  containing  of  deferred  dividends  created  by  over- 
payments and  their  forfeitiires  is,  to  say  the  least,  spculative,  and 
speculation  in  any  form  in  the  ease  of  life  insurance  is  unprofit- 
able, deceptive,  dangerous  and  illegitimate.  It  should  be  pro- 
hibited by  law." 

THE  WITNESS:  That  answers  my  sentiment  always.  And 
if  you  will  refer  to  the  statement  you  made  of  the  amount  of 
insurance  which  we  have  in  force  on  different  kinds  of  policies 
you  will  see  that  the  agents,  so  much  as  they  can,  are  writing 
that  kind  of  insurance.  ISTow  we  have  eleven  million  dollars  al- 
together of  deferred  dividend  business — limited  payment,  whole 
life  and  endowment.  Now,  that  business  to  a  great  extent  has 
been  placed  iipon  our  books  by  the  fact  that  an  applicant  has 
applied  to  us  for  a  policy  of  insurance  which,  because  of  the  low 
rate  of  the  probable  life  policy,  our  medical  department  and  our 
actuarial  department  could  not  give  to  him,  but  they  would  issue 
him  an  endowment  policy  because  of  the  higher  premium  rate,  and 
they  have  offered  to  do  it,  and  it  has  been  accepted.  But  the 
agents  of  the  Secuiity  Mutual  Life  Company  are  not  generally 
soliciting  investment  insurance  of  any  kind.  They  are  not  doing 
it  where  I  can  prevent  it,  I  can  assure  you,  wherever  they  are 
following  my  counsel. 

-If  you  will  permit  me,  the  statement  I  wish  to  make,  to  em- 
phatically impress  your  mind  with  is  that  I  have  the  old-fashioned 
idea  that  life  insurance  was  made  for  protection,  and  that  the  life 
insurance  companies  have  no  business  to  write  insurance  as  they 
do;  as  it  is  not  contemplated  in  their  charters,  and  as  it  is  foreign 
to  life  insurance  principles. 

In  competition  we  are  forced  to  write  deferred  dividend  busi- 
ness, and  our  agents  demand  it. 

Q.  Now,  in  your  probable  life  policy  you  have  a  provision  for 
an   accumulation   and   distribution  of  profits   among   survivors, 


34-44  Legislative  Insurance  Investigation. 

which  is  a  deferred  dividend  policy?  A.  Before  I  answer  that 
question,  will  you  let  me  ask  you  something — ask  you  to  give  us 
the  credit  in  our  agency  contracts  that  we  state  probable  life 
instead  of  pure  life. 

Q.  Exactly,  I  am  very  glad  to  know  that.  A.  I  want  you 
to  give  me  credit  for  that. 

Q.  And  if  you  will  state  the  same  thing  to  the  public  ?  A.  I 
intend  to  in  every  kind  of  a  way,  because  that  is  what  the  contract 
is,  I  said  it  here;  I  have  always  stated  it. 

Q.  I  want  to  ask  you  why,  with  your  views  with  regard  to  the 
disadvantage  or  impropriety  of  a  deferred  dividend  or  tontine 
system,  you  have  this  plan  of  accumulation  and  distribution  at 
the  end  of  a  period  in  your  probable  life  policy?  A.  That  is  a 
term.  For  the  expectancy  of  life.  We  issue  two  of  these,  one  runs 
to  age  seventy-five,  the  other  to  expectancy  of  life. 

Q.  You  meet  that  by  saying  you  add  in  case  of  earlier  death 
certain  guaranteed  additions?  A.  We  meet  it  -this  way.  We 
never  pay  a  dividend  on  that  contract  until  after  the  man  has 
passed  the  period  where  we  guarantee  his  premium  level.  We 
have  got  sufficient  money  to  do  that,  to.  guarantee  the  premium 
level  for  expectancy  of  life,  or  to  age  of  seventy-five.  Give  him 
Avhat  ever  surplus  may  have  accumulated  to  his  credit.  We  have 
no  idea  what  it  will  be ;  it  is  not  a  tontine  policy  in  any  sense  of 
the  word. 

Q.  The  policy  I  was  just  referring  to,  and  I  referred  to  the 
guaranteed  additions  and  so  forth,  was  the  exchange  policy  ?  A. 
Yes,  sir. 

Q.  Not  the  probable  life  ?    A.  One  of  the  exchange  policies. 

Q.  JSTot  the  probable  life  policy?  A.  The  one  that  has  guar- 
anteed additions  Avas  issued  to  no  one  unless  they  exchanged  and 
gave  a  premium  lien  under  it.  If  they  should  pay  the  difference 
in  cash  there  is  no  additional  insurance  given  to  them. 

Q.  Have  you  made  any  change  in  that  form  of  probable  life 
policy,  so  as  to  make  it  run  to  age  seventy-five?  A.  We  have. 
We  issue  an  additional  one  now,  so  that  the  premiums  are  guar- 
anteed —  a  little  extra  premiums  up  to  age  seventy-five  or  what- 
ever age  the  insured  takes  it  out.  He  has  eleven  years  level 
premium  until  seven1y-five  years  old. 

Q.  Then  what  happens?  A.  Then  his  policy  goes  on  to  a  one 
year  term  basis,  attained  age,  and  whatever  accumulation  there 
may  be  —  this  i*  a  term  rate,  you  understand  —  we  do  not  hold 
out  inducements  for  accumulations  —  we  don't  know  anything 
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about  it  —  but  whatever  accumulations  there  are  will  be  credited 
on  his  premium  rate  at  that  time.  But  it  is  distinctly  u,nderstood 
that  it  is  a  term  rate  for  attained  age  if  he  Avishes  to  carry  his 
insurance.  My  personal  belief  that  not  one  in  twenty  thousand  or 
ten  thousand  of  the  policyholders  taken  upon  our  books-  will  carry 
a  policy  after  they  reach  the  age  of  seventy-iive. 

Q.  That  is  because  it  will  become  so  expensive?  A.  No,  sir, 
that  is  because  there  is  no  need  of  life  insurance  after  age- seventy- 
five.  In  other  Avords,  it  is  my  belief  that  a  policy  of  life  insur- 
ance after  age  seventy-five  becomes  speculative,  that  the  insured 
children  have  grown  up  to  a  supporting  age,  that  the  chances  are 
his  wife,  if  insured  at  age  forty,  when  she  reaches  seventy-five 
will  be  dead  —  only  three  hundred  I  think  it  is  or  something  of 
that  number  insured  at  age  thirtj'  ever  reached  seventy-five,  and 
that  of  the  policies  that  will  be  in  force  at  that  time  the  number 
that  will  want  to  continue,  that  will  actually  need  life  insurance 
protection  after  age  seventy-five  —  it  was  Shepherd  Homans' 
statement  that  it  was  one  in  ten  thousand,  and  I  agree  with  him. 

Q.  JN^ow,  in  case  the  policyholder  lives  to  age  seventy-five  and 
then  desires  to  discontinue,  what  can  he  get?  A.  We  give  him 
all  —  I  cannot  tell  you  —  we  give  him  all  of  the  accumulations ; 
he  has  had  his  insurance  for  the  lowest  tenn  rates. 

Q.  But  you  do  not  expect  there  will  be  any  accumulations? 
A.  Yes  I  do.  I  don't  know  anything  about  it ;  I  expect  there  will 
be  accumulations  on  that  policy. 

Q.  I  though  you  said  that  as  it  was  the  term  rate  it  would  be 
a  little.  A.  I  said  it  would  be  small  as  compared  to  whole  life 
rates  or  higher  rates. 

Q.  What  -VPill  you  give  him,  as  a  matter  of  fact,  when  he 
reaches  seventy-five,  and  wants  to  discontinue  ?  A.  I  have  told 
you  I  don't  know  anything  about  it;  I  will  give  him  every  dollar 
that  is  to  his  credit. 

Q.  What  is  the  basis  upon  which  you  will  determine  the 
amount  to  his  credit.  A.  Suppose  you  ask  our  actuary.  That 
is  an  actiiarial  calculation. 

Q.  What  is  the  probable  term  rate  per  $1,000  under  your 
policy  for  term  insurance  to  age  seventy-five.  A.  Have  you  it 
there  ? 

ME.  DICKElSTSOlSr :  I  have  this  rate  book,  gotten  out  .before 
we  got  that  new  P.  L.,  and  I  did  not  think  to  bring  one  of  those 
down. 
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THE  WITISTESS:  You  must  not  say  P.  L.  You  must  say 
Probable  Life.  Our  circulars  hereafter  must  state  Probable  Life. 
It  is  an  increase  on  the  net  rate,  no  increase  in  the  expense,  but 
an  increase  on  the  net  rate. 

Q.  You  make  a  little  increase  in  the  total  premium  rates  fon 
the  new  P.  L.  policy  ?  Here  is  age  forty,  for  example,  $33.49  per 
thousand.  I  imderstand  that  will  remain  level,  this  at  the  rate  at 
age  forty  until  a  man  reaches  the  age  of  seventy-five?  A.  Yes, 
sir,  if  that  is  the  rate. 

Q.  Well,  here  it  is  (showing  witness) — age  forty.  A.  $23.49. 
That  rate  we  guarantee  level  imtil  the  man  reaches  seventy-five 
years  of  age. 

Q.  And  for  that  he  gets  $1,000  of  insurance  in  the  event  of  his 
death?     A.  Yes. 

Q.  And  when  he  reaches  age  seventy-five  has  paid  $23.49  a 
year.  Is  there  any  guaranteed  amount  which  he  can  get  when  he 
surrenders  the  policy  ?    A.  jSTo,  sir. 

Q.  If  there  are  no  accumulations  then  he  will  get  nothing  ?  A. 
He  will  get  nothing. 

Q.  And  what  the  accumulations  may  be  you  cannot  tell?  A. 
I  cannot  tell. 

BY  ME.  COX:  : 

Q.  And  there  is  nothing  computed  in  that  premium  that  he 
lias  paid  for  accumulation?  A.  ISTo,  he  has  paid  for  the  term 
policy. 

THE  CHAIRMAIST:  He  has  had  protection  all  those  years, 
and  paid  for  it  and  nothing  more. 

BY  MR.  COX:  : 

Q.  Why  isn't  a  fair  presumption  there  would  not  be  any  ac- 
cmnulations  ?     A.  The  presumption  is  there  will. 

Q.  If  you  have  not  added  anything  to  the  premium  why  shovild 
there  be  an  accumulation  ?  A.  I  always  took  it  that  I  believed 
the  faces  of  premiums — the  reserve  valuation  three  and  one-half 
])er  cent,  was  too  exacting,  and  that  it  made  the  premiums  too 
high,  that  our  actual  death  rate  will  not  be  nearly  as  large  as  the 
tables  call  for.  Now,  that  is  a  theoretical  premium.  If  we  make 
any  saving,  then  the  policyholders  must  get  it. 

BY  ME.  HUGHES : 

Q.  Your  idea  is  that  a  man  should  take  his  insurance  for  a 
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term  of  years,  as  he  ^vould  take  fire  insurance,  and  pay  for  the- 
carrying  of  the  risk  and  not  pay  for  the  idea  he  is  going  to  get 
something  back?  A.  I  will  modify  that.  I  do  not  believe  in' 
one  year  term  insurance. 

Q.  Only  for  a  term  that  will  cover  his  productive  period  ?  A. 
Yes. 

Q.  Take  it  as  you  have  it  to  the  age  of  sev«nty-five,  that  a  man 
in  the  prime  of  life  ought  to  pay  what  is  fair  for  carrying  same 
until  he  gets  seventy-five  years  of  age,  and  ought  not  to  take  it 
with  the  idea  of  getting  something  back  at  that  time,  but  with 
the  idea  if  he  is  cut  off  in  the  meantime  his  family  will  get  some- 
thing, and  he  ought  to  pay  the  lowest  amou.nt  which  will  carry 
insurance  for  that  period  ?    A.  Yes. 

Q.  Then  if  it  happens  that,  in  making  a  safe  premium  that  will 
see  you  through  on  your  calculations,  you  have  a  little  margin, 
as  you  ought  to  have,  and  there  is  a  little  saving,  whatever  it  is, 
you  will  give  it  to  him,  that  is,  at  the  age  of  seventy-five?  A. 
Yes. 

Q.  And  if  he  wants  to  go  on  and  carry  insurance  he  ought  to 
pay  the  cost  of  it  according  to  age?  A.  We  guarantee  it  won't 
exceed  the  cost  of  one  year  tenn  insurance. 

Q.  Do  you  think  that  much  of  the  difficulty  which  attends  the 
present  situation  is  that  the  people,  through  the  present  feature 
of  insurance,  have  been  educated  as  getting  a  return  for  it  instead 
of  carrying  the  risk  of  it  —  is  that  all  right  ?    A.  Exactly. 

Q.  And  your  desire  is  to  see  the  cost  of  insurance  changed  to 
(•nough  to  carry  the  risk?    A.  Yes. 

Q.  In  limiting  it  in  that  way,  what  have  you  in  mind  with  re- 
g-ard  to  the  amount  of  expense  Avhich  a  company  ought  to  pay  to 
get  new  business?  A.  That  will  depend  upon  the  competition  it 
has  got  to  meet.  A  company  ought  not  to  pay  over  half  what 
it  is  paying  now. 

Q.  JSJ'ow,  suppose  a  man  got  to  age  75,  and  he  had  put  in  sev- 
eral hundred  dollars,  carrying  a  thousand  dollar  policy  on  term 
insurance  and  there  was  somebody  depending  on  him,  and  he  did 
Avant  to  make  a  provision  for  somebody  who  would  be  left  behind 
him  in  case  of  his  death,  would  he  have  to  pay  the  term  rate  at 
75  per  thousand  ?  A.  You  can  look  at  the  table  as  well  as  I  can. 
He  would  have  to  pay  the  term  rate  for  attained  age,  less  the 
accumulations  which  he  had  in  the  company.  Mr.  Dickenson,  do 
reserve  policies  contain  a  provision  it  shall  be  the  net  cost  of  life 
insurance  ? 
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MR.  DICKENSOJST:  l^ot  the  one-year  term. 
THE  WITNESS :  That  is  what  we  give. 

Q.  At  age  75,  according  to  the  tables  shown  in  the  Handy 
Guide  on  the  basis  of  American  3^  per  cent,  it  would  be  $91.18 
net  natural  premium  for  one  thousand  dollars  one  year  and 
^121. 50  gross  natural  premium.     You  charge  the  net?    A.  Yes. 

Q.  And  that  would  mean  $98.85  at  the  age  of  seventy-six,  and 
age  79  gets  up  to  $127.28,  age  84  to  $204.21,  and  so  on?  A. 
AVhatever  the  rate  is,  less  his  accumulations,  will  be  what  he  will 
have  to  pay,  as  I  have  already  stated. 

MR.  HUGHES :  I  offer  in  evidence  this  seventy-five  year  pol- 
icy, or  can  it  properly  be  stated  upon  the  record  to  save  the  spread- 
ing of  the  policy  on  the  record  that  the  difference  between  this 
and  the  other  probable  life  is  simply  in  the  insertion  of  a  period 
to  expire  at  the  age  of  seventy-five? 

MR.  DICKENSON" :  That  is  about  the  only  difference. 

MR.  HUGHES:  I  want  to  ask  you  with  regard  to  the  legal 
expenses  paid  by  your  company  prior  to  1897  —  did  you  have  a 
legal  expense  account  in  your  books? 

THE  WITNESS:  I  don't  know. 

Q.  You  have  handed  me  a  statement  here  or  your  company 
has,  which  states  there  was  no  legal  expense  account  in  the  Asso- 
ciation books.     A.  That  is  proper. 

Q.  Did  you  have  any  expense  in  connection  with  the  legislation 
known  as  the  Stipulated  Premium  Law  of  1898?  A.  No,  sir; 
none  at  all,  except  our  expenses  in  going  to  and  from  Albany 
when  we  were  called  down,  and  I  think  our  attorney  went  there, 
attended  during  the  legislative  session  for  some  reason  in  connec- 
tion with  that  law — not  to  see  any  of  the  legislators  or  to  see  any- 
body else. 

Q.  I  will  read  upon  the  record  this  statement  furnished  by  the 
company  as  to  the  employment  of  attorneys: 

"This  company  was  organized,  and  imtil  1898  did  business, 
imder  what  is  known  as  the  Assessment  Law  of  this  State  and 
prior  to  December,  1897,  there  was  no  legal  expense  account  on  the 
Association's  books.  While  there  were  a  few  items  of  legal 
expense  prior  to  that  time  it  would  be  difficult  to  find  them  for  the 
reasons  above  given." 
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Q.  The  company  has  not  now  and. never  has  had  any  attorney 
or  attorneys  anywhere  to  whom  it  paid  retainers. 

The  company  has  from  time  to  time  employed  attorneys  in  the 
different  States  and  Territories  to  represent  it  in  specific  suits  in 
which  it  has  paid  for  their  services  when  rendered.  These  bills 
have  not  been  large,  and  it  would  be  difficult  now  in  the  short 
time  allowed  to  get  the  names  and  subject  matter  in  which  each 
one  was  employed. 

The  following  is  a  statement  of  all  the  legal  expenses  paid  by 
the  company  (excepting  salary  of  regular  attorney  at  the  Home 
Office)  to  the  different  attorneys  during  the  several  years  as 
hereinafter  stated,  to  wit: 

189Y— December    ,. ..  $66.75 

1898— During  year 244.96 

1899    882.41 

1900    996.70 

1901    800.70 

1902    1,455.27 

1903    1,178.03 

1904    2,231.34 

1905— January    610.19 

February    21.82 

March    570.94 

April   514.06 

May    951.55 

June    332.55 

July    399.36 

August ..  400.00 

September    109.25 

October    558.50 

November    712.00 

The  items  above  given  include  moneys  paid  out  for  costs  in  suits 
and  recording  and  filing  mortgages,  orders  and  othei-  legal 
papers. 

The  expenses  for  1905  were  increased  largely  because  of  several 
"  strike  suits  "  begun  by  agents  in  several  Southern  and  Western 
States,  and  by  reason  of  suits  begun  on  account  of  the  raise  in 
rates  on  some  of  the  early  assessment  policies  of  the  Security 
Mutual  Life  Association. 
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If  the  Committee  requires  a  more  minute  and  detailed  state- 
ment we  will  take  time  and  pick  out  each  item,  giving  the  case  in 
which  employed,  name  of  attorney,  with  city,  county  and  State 
of  residence. 

xTo  money  has  been  paid  to  any  attorney  or  other  persons  to  in 
any  way  directly  or  indirectly  influence  legislation. 

Q.  Then  you  have  not  paid  any  moneys  to  Andrew  Hamilton? 
A.  Not  a  cent;  I  don't  know  the  gentleman. 

Q.  Or  to  A.  C.  Fields?  A.  Don't  know  either  one  of  them, 
never  saw  them. 

Q.  Have  you  raised  the  rates  recently  with  regard  to  the  policies 
or  on  the  policies  issued  in  the  early  period  of  your  company? 
A.  Raised  the  rates  on  policies  issued  in  the  early  history  of  the 
company?     Yes,  sir. 

Q.  "When  did  you  first  do  that?     A.  When  was  that? 

MR  DICKENSOISl:  June,  1906. 

Q.  So  those  rates  remained  level  from  1887  imtil  June,  1905? 
A.  Exactly. 

Q.  Then  you  raised  them.  How  miich  did  you  raise  them? 
A.  To  attained  age. 

Q.  What  had  been  the  rate — age  of  entry?  A.  At  40  it  was 
$16.05- — I  explained  that  to  you  a  little  while  ago;  the  ten  year 
term  rate  now  is  $17.20,  I  believe. 

Q.  That  is  what  you  referred  to  a  little  while  ago  when  you  said 
you  had  carried  those  old  policies  for  se'\'enteen  or  eighteen  yearj 
without  change?     A.  Without  change. 

Q.  ITow  you  have  changed  it  in  the  way  you  have  stated.  Are 
these  all  the  moneys  you  disbursed  for  legal  expenses?  A. 
Erankly,  I  don't  know  anything  about  it. 

Q.  Haven't  you  got  a  contingent  fund  at  your  disposal?  A. 
No,  sir.  That  was  made  up  by  Mr.  Jenkins,  and  he  will  answer 
J  our  question. 

Q.  Haven't  you  litigation  with  reference  to  the  question 
whether  you  can  be  excluded  from  the  State  of  Kentucky. 

MR.  JENKINS:  I  will  make  a  statement  if  you  wish  about 
that. 

MR.  HUGHES:  Certainly. 

^FR.  JENKINS :  An  action  was  brought  against  this  company 
in  year  1904  by  two  agents.  Crane  and  Gale,  because  the  contract 
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with  them  was  terminated  by  the  company.  It  was  terminated 
Lecause  they  had  misappropriated  funds  belonging  to  the  com- 
pany. After  its  termination  they  sued  us  for  $100,000.  On  the 
advice  of  local  counsel  we  immediately  removed  the  case  from  the 
State  to  the  Federal  Court.  Some  i)eople  filed  charges  under  the 
slatute  because  we  had  removed  to  Federal  Court,  claiming  it  wae 
against  the  laws  of  the  State  of  Kentucky  to  remove  the  case.  In 
the  case  of  the  East  Tennessee  Coal  Company  and  the  Jellico  case, 
the  Court  held  that  the  law  was  unconstitutional  and  transfers 
have  repeatedly  been  made,  and  we  had  made  them  previously. 
The  first  thing  we  knew  or  had  any  intimation,  our  license  was  re- 
voked. We  commenced  action  to  make  the  Kentucky  Commis- 
sioner restore  our  license.  He  said  he  would  like  to  have  the 
question  tested,  and  there  was  a  test  case  brought  before  the  trial 
term  of  the  Court  in  Loiiisville,  and  upon  the  hearing  of  our  case 
the  Court  directed  the  Commissioner  to  restore  our  license,  saying 
that  the  law  was  unconstitutional.  The  case  was  argued  in  the 
Court  of  Appeals  of  Kentucky,  and  the  Court  of  Appeals,  four  to 
three,  held  the  law  to  be  unconstitutional.  It  is  now  in  the 
Supreme  Court  of  the  United  States  awaiting  decision. 

Q.  Now  have  you  got  a  contingent  fund  of  $2,000.  A.  I  have ; 
yes,  sir. 

Q.  And  this  is  the  resolution  which  provided  for  it  (showing 
witness  paper)?     A.  Yes,  sir;  that  is  the  resolution. 

ME.  HUG-HES:  I  will  read  it  in  the  records:  Meeting,  Janu- 
ary 2d,  1902.  Present:  Messrs.  W.  G.  Phelps,  Manier  and  Jen- 
kins, referring  to  meeting  of  the  Executive  Committee. 

Kesolution  adopted  that  beginning  with  January,  1902,  there 
shall  be,  and  hereby  is,  appropriated  and  set  aside  annually  as  a 
special  fund,  a  sum  of  $2,000  per  year,  to  be  taken  from  the  ex- 
pense fimd  only,  such  fund  to  be  under  the  control  and  subject  to 
the  order  of  Charles  M.  Tvimer,  and  to  be  used  by  him  at  his  dis- 
cretion for  the  use  and  benefit  of  the  company. 

Q.  Have  you  had  that  $2,000  a  year  since  that  time  ?  A.  Yes, 
sir,  I  have. 

Q.  "What  have  you  used  it  for?  A.  For  the  payment  of  ex- 
penses. 

Q.  What  kind  of  expenses  ?  A.  Well,  I  cannot  tell  you  en- 
tirely, but  I  will  tell  you  the  nature  of  the  expenses.  I  have  been 
the  active  man  with  the  agents  of  our  company;  I  meet  them  at 
different  times  when  they  come  to  Binghamton ;  I  never  put  in  a 
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bill  for  expenses,  but  they  never  come  there  unless  I  entertain  them. 
Thefre  is  constantly  coming  to  the  Security  Mutual  Life  Insurance 
Company  things  of  that  kind ;  for  instance,  a  short  time  since  I  had 
a  gentleman  Avrite  me  from  Alabama  that  in  that  bailiwick,  whei*e 
they  operated,  they  were  about  to  build  a  Methodist  Church,  and 
they  were  poor  people,  and  if  the  Security  Mutual  Insurance  Com- 
pany would  pay  them  $25  or  $50  it  would  be  the  means  of  his  get- 
ting a  largely  increased  business  and  would  be  very  much  appre- 
ciated. I  wrote  him  that  the  Security  Mutual  Life  Insvirance 
Company  could  not  pay  that  money,  but  I  paid  it  myself.  We  had 
in  Binghamton  a  short  time  since  a  Firemen's  Convention  and  I 
was  solicited  to  put  bimting  all  over  the  building — the  Security 
Mutual  owned  the  building  and  rented  it,  and  it  was  proper  for  us 
to  decorate.  I  said  to  them  the  Security  Mutual  could  not  decorate 
the  building ;  I  had  no  right  to  take  the  policyholders'  money  for 
that  purpose,  but  that  personally  I  would  contribute  so  much,  and 
they  could  circulate  their  paper  among  tlie  tenants,  and  if  they 
wanted  any  decorations  they  could  decorate  it.  Now,  Mr,  Hughes, 
that  is  only  a  short  time  since.  There  was  a  man  last  week,  I 
think,  came  into  my  office  and  said  they  were  about  to  hold  a  con- 
vention there  of  silk  men  and  dairymen's  convention,  and  he 
solicited  a  contribution  from  the  Security  Mutual  because  of  the 
benefit  to  the  city.  I  informed  him  that  the  Security  Mutual  could 
not  take  part  in  that  kind  of  a  thing — could  not  contribute  to  it, 
but  I  would  contribute  to  it.  And  there  are  constantly  expenses 
coming  up  for  which  it  is  perfectly  proper  should  be  paid  by  the 
Security  Mutual  Life  Insurance  Company,  and  which,  did  I  not 
hold  the  position  I  hold,  I  would  not  contribute  to — I  would  not 
think  of  it — but  I  do  think  it  is  policy  to  contribute,  and  I  do  it 
from  this  fund. 

Q.  These  matters  you  have  spoken  of  were  taken  care  of  out  of 
this  fund  ?  A.  Out  of  this  fund.  During  the  last  year  we  have 
been  building  a  building.  If  you  are  conversant  with  the  tactics 
of  some  of  the  kind  of  people  that  work  on  buildings  you  would 
understand  perhaps  that  there  are  some  expenses  which  were  not 
really  proper  to  eharge  up  to  the  Security  Mutual,  and  still,  to  gee 
the  building  done — complete  it — ^a,nd  it  was  for  the  good  of  the 
Security  Mutual — that  certain  money  might  be  invested.  I  do 
not  mean  by  that  that  anyone  was  given  graft  or  that  we  were  held 
up,  but  I  mean  in  other  ways ;  and  so  there  was  in  tlie  estimation 
of  the  Board  of  Directors  certain  expenses  to  which,  as  the  exccu- 
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tive  of  the  Security  Mutual  Insurance, Company  and  as  the  active 
uian  among  its  agencies,  which  I  have  always  been — because  I  be- 
lieve if  there  was  ever  an  instance  where  the  agents  of  a  company 
are  in  close  touch  with  tlie  executive  it  is  our  company — ^by  reason 
of  it  they  voted  me  this  amount  of  money,  and  I  assure  you  it  has 
not  been  any  more  than  I  ought  to  have. 

BY  THE  CHAIRMAN: 

Q.  Mr.  Turner,  do  any  of  these  meetings  to  which  you  con- 
tribute occur  along  about  the  same  time  in  the  Pall  of  each  year  ? 
A.   Xo,  sir. 

Q.  Any  political  contributions  ?  A.  ISTo,  sir.  The  Security 
Mutual  Insurance  Company  never  made  any. 

Q.  That  you  made  out  of  the  contingent  fund  provided  by  that  ? 
A.  ISTo,  sir. 

BY  ME.  HUGHES: 

Q.  Nothing  has  been  spent  out  of  this  contingency  fund  in  con- 
nection with  any  political  matter  ?     A.  No,  sir. 

Q.  In  connection  with  legislation  or  anything  of  that  kind? 
A.  No,  sir ;  not  for  political  purposes  or  for  anyone  —  no  insur- 
ance journal  or  anything  of  that  kind. 

Q.  Or  for  the  purpose  of  obtaining  writing  notices  in  news- 
papers ?     A.  No,  sir. 

Q.  Do  you  employ  any  advertising  agent  to  write  up  articles 
about  the  Security  Mutual  ?  A.  No,  sir ;  that  is  the  business  of 
uiy  son  —  that  is,  he  don't  write  up  the  articles,  but  he  is  in  charge 
of  the  advertising  of  the  company. 

Q.  I  mean  about  the  insertion  of  reading  notices  or  compli- 
mentary notices  in  papers  ?     A.  We  never  have  them. 

Q.  Do  you  send  such  material  to  papers  ?     A.  We  do  not. 

Q.  Do  you  pay  for  anything  at  a  dollar  a  line  ?  A.  No,  sir ;  we 
never  paid  a  dollar  for  anything  of  that  kind  in  our  lives.  We 
occasionally  have  insurance  journals  that  Avrite  to  us  — ■  more  than 
occasionally,  and  want  us  to  write  an  article  with  reference  to  the 
Security  J\Iutual  Life  Insurance  Company,  and  I  presume  Mr. 
Howe  has  done  that  sort  of  thing  in  a  number  of  cases,  but  they 
are  not  notices  that  we  pay  for. 

Q.  How  did  you  handle  such  expenses  prior  to  the  creation  of 
this  contingent  fund?  A.  Paid  them  out  of  my  own  pocket,  if 
they  were  not  paid  from  the  Association  or  company's  business, 
and  charged  it  on  the  books. 
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Q.  Have  yoii  any  accounts  in  individual  names  for  matters  re- 
lating to  the  Association  that  are  carried  under  any  accounts  kept 
by  individuals  —  trustee  accounts  ?  A.  No,  sir ;  T  don't  know 
that  I  fully  understand  your  question,  ^Ir.  Hughes. 

Q.  Well,  we  found  in  the  case  of  some  companies  that  then; 
\\-ere  transactions  relating  to  the  companies  imder  the  name  of  Mr. 
X,  trustee  ?  A.  And  that  is  familiarly  called  tlie  yellow  dog  fund. 
Is  that  what  you  are  getting  at  ? 

Q.  I  am  not  acquainted  with  such  characterizations  officially. 
I  want  to  know  whether  you  have  any  account  of  that  description  ? 
A.  We  have  no  account  of  that  kind  at  all. 

BY  THE  CHAIRMAJST: 

Q._A11  your  moneys  are  carried  in  the  name  of  the  company 
itself  ?  A.  In  the  name  of  the  company  and  paid  out  by  the  com- 
pany for  which  we  receive  vouchers. 

BY  ME.  HUGHES : 

Q.  ISTow,  your  company  has  a  Finance  Committee?  A.  Yes, 
sir. 

Q.  Who  are  on  the  Finance  Committee?  A.  Who  is  it?  I 
think  I  can  tell  you.  Mr.  Gaylord,  who  is  a  real  estate  man ;  we 
don't  have  any  Finance  Committee. 

Q.  Merely  an  Executive  Committee?  A.  We  have  an  Execu- 
tive Committee,  and  then  we  have  an  Investment  Committee. 

Q.  Who  are  on  the  Investment  Committee?  A.  Mr.  Gaylord, 
and  I  think  Mr.  Manier,  our  Treasurer,  and  I  don't  know  whether 
there  are  two  others  or  not.     Is  there,  Mr.  Jenkins  ? 

ME  JENKINS :  Mr.  IManier,  Mr.  Philips,  Mr.  Turner,  my- 
self and  one  other,  and  I  think  it  is  Colonel  Dunn. 

THE  WITNESS:  I  am  ex-officio  member  of  all  those  com- 
mittees. 

Q.  Which  Mr.  Phelps  is  that,  Mr.  W.  G.  Phelps?  A.  W.  G. 
Phelps,  who  is  president  of  the  First  National  Bank. 

Q.  What  interest  has  your  Insurance  Company  in  the  First 
National  Bank  of  Binghamton?  A.  We  own  20  shares  of  its 
stock  valued  at  $44,000. 

Q.  How  long  have  you  owned  that?  A.  My  impression  is 
about  two  years.  We  have  owned  it  since  the  consolidation  of 
the  bamk. 
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Q.  What  consolidation?  A.  There  was  a  conpolidatinn  of  the 
Strong  State  Bank,  of  the  Susqnehanna  Valley  Bank,  another 
State  Bank,  and  the  Eirst  National  Bank  under  the  name  of  the 
First  Xational  Bank. 

Q.  Has  yojir  company  any  interest  in  these  individual  banks 
that  entered  into  the  consolidation?     A.  Not  at  all. 

Q.  You  acquired  your  interest  at  the  time  of  the  consolidation  ? 
A.  Yes. 

Q.  You  said  20  shares;  you  meant  200  shares?  A.  Two  hun- 
dred shares. 

Q.  What  did  you  pay  for  those  shares?  A.  $44,000  if  I  re- 
member correctly. 

Q.  ISTow,  you.  carried  deposits  in  the  Krst  National  Bank  of 
Binghamton?     A.  Yes,  sir. 

Q.  A  statement  has  been  furnished  here  of  your  monthly  bal- 
ances from  1900  to  November  1st,  1905,  in  the  First  National 
Bank  of  Binghamton?  A.  I  have  seen  that  statement  before 
and  it  is  correct. 

MK.  HUGHES:     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  649.) 

ME.  HUGHES:  Without  reading  the  whole  statement,  this 
shows  on  December  1st,  1900,  $7,000  was  deposited  in  the  First 
National  Bank  of  Binghamton. 

THE  WITNESS:  That  was  before  the  consolidation.  We 
were  then  carrying  our  account  with  the  Susqi^ehanna  Valley 
Bank. 

MK.  HUGHES:  April  1st,  1901,  the  account  shows  a  balance 
of  $82,681. 

THE  WITNESS:    That  was  after  the  consolidation. 

MK.  HUGHES:  It  fell  in  November,  1901,  to  $27,540.07; 
rose  January  1st,  1902,  to  $104,086.42 ;  it  ran  to  the  year  1902 
as  $56,000.00,  in  February;  $62,000.00,  in  April;  $59,000.00  in 
May;  $35,000.00  in  August;  $75,000.00  in  December.  I  will 
read  the  balances  during  the  year  1905: 

January  1st $150,003.20 

February  1st 110,690.08 

March  1st 88,739.78 
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April  1st $102,958.99 

May  1st 69,294.15 

June  1st 62,511.55 

July  1st ....  •. 54,785.85 

August  1st 98,617.02 

September  1st  99,333.03 

October  1st 116,898.72 

.  November  1st 65,664.05 

Appended  to  this  is  a  statement:  Bank  pays  in  list  at  2  per 
cent,  on  all  above  $30,000.00. 

Q.  When  did  you  make  an  arrangement  ^vith  the  First  Na- 
tional Bank  as  to  payment  of  interest.  A.  At  the  time  that  the 
consolidation  took  place. 

Q.  With  whom  did  you  make  the  arrangement?  A.  I  don't 
know. 

Q.  Mr.  W.  J.  Phelps?  A.  I  presume  so  —  with  the  cashier 
and  Mr.  Phelps. 

Q.  Was  Mr.  Phelps  President  of  the  bank  ?    A.  Yes. 

Q.  Did  you  then  make  an  arrangement  that  you  should  not  have 
interest  upon  your  deposits  up  to  the  sum  of  $30,000  ?  A.  I  will 
explain  that  this  bank  does  all  of  our  business,  collects  all  of  our 
checks  without  charge  and  transacts  banking  biisiness,  and  it  was 
agreed  that  $30',000  deposited  was  small  enough  compensation  for 
the  expense  they  had.  For  instance,  we  received  a  great  many 
small  checks  from  California  and  all  over  the  West,  and  they  are 
the  expense  of  collection. 

Q.  That  is  the  kind  of  business  that  a  bank  wants,  isn't  it  ?  A. 
I  do  not  know. 

Q.  Is  there  any  reason  why  you  should  not  get  interest  upon 
all  your  deposits  ?    A.  Yes,  sir. 

Q.  What  is  it  ?  A.  In  my  opinion  just  the  reason  I  have  stated 
to  you. 

Q.  Then  the  bank  pays  you  2  per  cent,  interest  upon  the  amount 
of  your  balances  over  $30,000.00  ?    A.  Yes,  sir,  daily  balances. 

Q.  Daily  balances  ?  A.  Yes,  that  has  been  so  since  the  time  of 
the  consolidation.     It  has,  yes. 

MR.  HUGHES :  You  have  also  produced  a  statement  of  your 
account  with  the  Mercantile  National  Bank  of  New  York  which  I 
offer  in  evidence. 
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(Account  marked  Exhibit  648,  and  will  be  found  in  the  Book  of 
Exhibits.) 

ME.  HUGHES  :  That  shows  amounts  running  from  $26,821, 
December  1st,  190O,  to  $22,180.21  April  1st,  1901,  and  varying 
between  $20,000  and  $30,000  for  most  of  the  intervening  period ; 
and  on  May  1st,  1905,  $2,926.08,  and  June  1st,  69  cents. 

Q.  Evidently  you  closed  that  account  ?  A.  That  closed  that  ac- 
count, yes,  sir. 

Q.  That  is  stated  to  be  2  per  cent,  interest  on  daily  balances  ?  A. 
Yes. 

Q.  That  is  on  the  entire  amount  of  the  balance  ?  A.  This  bank 
did  not  do  any  business.  They  simply  paid  our  death  claims  checks, 
and  the  object  in  having  the  account  was  that  the  beneficiaries 
might  not  be  put  to  the  expense  of  collection  of  the  checks.  For 
instance,  if  you  pay  a  woman  a  claim  in  Texas  a  check  on  the  Mer- 
cantile Bank  here  would  be  without  expense  to  her ;  they  would  not 
charge  her  any  expense.  While  a  check  upon  the  Binghamton 
Bank,  they  would  charge  for.  And  the  reason  of  our  making  this 
deposit  here  was  for  the  sake  of  having  an  account  where  we  could 
save  the  beneficiary  the  expense. 

Q.  That  is  the  reason  for  having  this  account  in  the  Mercantile  ? 
A.  Yes,  and  the  reason  we  withdrew  it  was  that  the  First  National 
Bank  made  an  arrangement  with  the  Merchants'  Bank  whereby  we 
as  a  company  could  issue  a  check  on  the  Merchants'  Bank  or  a  check 
which  would  be  psiid  by  the  Merchants'  Bank.  We  have  no  de- 
posits there.     We  therefore  had  no  use  for  deposits. 

Q.  Was  this  arrangement  for  the  interest  to  be  allowed  by  the 
First  National  Bank  of  Binghamton  made  under  a  resolution  of  the 
Board  ?    A.  I  do  not  know,  sir. 

Q.  I  understand  from  what  Mr.  Jenkins  said  that  it  was  not  a 
matter  of  formal  action,  but  was  talked  over  with  Mr.  Manier? 
A.  Mr.  Phelps  and  the  cashier,  Mr.  Parsons. 

Q.  Was  it  before  the  Executive  Committee  ?  A.  I  don't  know 
anything  about  it. 

Q.  Wlaat  officers  of  the  Security  Mutual  are  Directors  of  the 
First  ISTational  Bank  ?  A.  I  am  a  Director  in  the  bank  and  so  is 
Mr.  Jenkins;  Mr.  Manier,  who  was  the  former  President  of  the 
Susquehanna  Valley,  which  consolidated  with  that  bank. 

Q.  He  is  the  Treasurer  of  the  Security  Mutual?     A.  Yes.     Is 
there  any  other? 
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Q.  Mr.  Dunn?     A.  And  Col.  Dunn. 

Q.  He  is  your  Second  Vice-President  and  a  Director  of  the 
hank?     A.  Yes. 

'   Q.  So  there  are  five  of  the  oificers  of  the  Security  Mutual  who 
are  directors  of  the  First  National  Bank?     A.  Yes,  sir. 

Q.  Is  that  a  majority  of  the  Board?  A.  It  is.  There  are  nine 
Directors. 

BY  ME.  HUGHES: 

Q.  Do  you  own  the  buildings  in  which  the  bank  has  its  offices? 
A.  The  Security  Mutual  does. 

Q.  The  Security  Mutual  I  mean.  And  you  make  a  lease  to  the 
bank  ?     A.  We  make  a  lease  to  the  bank,  yes. 

BY  ME.  EOGEES: 

Q.  Is  the  title  to  that  building  in  the  Security  Mutual?     A.  Yes. 
Q.  I  have  heard  statements  made  to  the  contrary  and  I  wondered 
whether  it  was  so  or  not  ?     A.  It  is. 

BY  ME.  HUGHES: 

Q.  Before  we  adjourn,  Mr.  Jenkins  desires  to  supplement  his 
statement  in  regard  to  the  Kentucky  suit. 

ME.  JENEZNS:     I  stated,  gentlemen,  that  there  was  quite  a 
large  suit  against  rather  a  small  company  in  Kentucky.     I  wanted 
to  say  when  that  matter  came  up  in  the  Federal  Courts  on  the  de- 
murrer the  Court  held  there  was  no  cause  of  action  and  threw  it ' 
out  of  court ~so  far  as  the  Security  Mutual  is  concerned. 

ME.  HUGHES:  The  question  now  in  litigation  is  over  the 
right  of  the  Insurance  Department  to  revoke  your  license  because 
of  your  removal  of  the  action  to  the  Federal  Courts? 

ME.  JE:t^KI]SrS:    Yes. 

THE  WITNESS :  We  had  a  suit  brought  against  our  company 
in  Denver  for  $150,000  which  was  settled  the  other  day  to  save 
attorneys'  fees  and  for  that  reason  only,  and  for  the  expense  of  a 
trip  to  Denver,  for  $200. 

THE  CHAIEMAN:  We  will  now  adjourn  until  to-morrow 
morning  at  10.30  A.  M.  sharp. 


[A.LDEEMANIO    CHAMBEK, 

City  Hall,  New  Yoek.  City. 

December  8th,  1905. 

The  Committee  met  pursuant  to  adjournment.  Senator  Arm- 
strong in  the  chair. 

ME.  HUGHES:  Mr.  Chairman,  we  have  a  witness  here  who 
has  been  asked  to  attend  to-day  who  finds  it  necessary  to  go  out 
of  town  for  a  few  days  and  if  the  Committee  has  no  objec- 
tion I  will  introduce  his  testimony  at  once. 

THOMAS  F.  EYAJSr,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Eyan,  on  the  8th  day  of  June,  1905,  a  bill  of  sale  was 
executed  by  James  Hazen  Hyde  and  others  to  you  of  501  shares 
of  the  capital  stock  of  the  Equitable  Life  Assurance  Society 
for  the  purchase  price  of  $2,500,000.  Did  you  pay  that  amount 
for  that  stock?     A.  I  did,  sir. 

Q.  To  whom  did  you  pay  it  ?     A.  James  H.  Hyde. 

Q.  In  what  form?     A.  A  check. 

Q.  Your  check?     A.  Yes,  sir. 

Q.  Did  you  obtain  for  the  purpose  of  that  payment  any  ad- 
vance, of  any  institution?     A.  I  borrowed  some  money,  yes. 

Q.  Erom  any  insurance  company?     A.  ~No,  sir. 

Q.  Upon  this  stock  as  collateral?     A.  No,  sir. 

Q.  Was  anybody  interested  with  you  in  making  that  payment? 
A.  No,  sir. 

Q.  Did  anyone  contribute  to  the  amount  of  the  payment?  A. 
Not  a  dollar. 

Q.  Were  you  at  that  time  acquainted  with  the  provision  of 
the  charter  of  the  Equitable  Life  Assurance  Society  to  the  ef- 
fect that  the  holders  of  the  capital  stock  may  receive  a  semi- 
annual dividend  upon  the  stock  held  by  them  not  to  exceed  3i 
per  cent,  of  the  same?     A.  That  was  my  information,  yes,  sir. 
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Q.  Upon  what  basis  did  you  calculate  the  value  of  the  501 
shares?     A.  I  did  not  calculate  the  basis  of  value. 

Q.  Did  you  estimate  in  any  way  the  market  value  of  the 
shares  ?     A.  No,  air. 

Q.  Or  did  you  consider  the  intrinsic  value  of  the  shares?  A. 
'No,  sir. 

Q.  Will  you  state,  Mr.  Ryan,  what  led  you  to  make  the  pur- 
chase ?  A.  I  had  very  large  interests  that  were  sure  to  be  affected 
seriously  by  any  disturbance  in  the  financial  situation  or  confidence 
in  New  York,  or  any  disaster  that  might  come ;  I  saw  in  the  virtual 
certainty  of  a  receivership  of  the  Equitable  such  a  disaster  impend- 
ing unless  the  factional  differences  in  the  company  among  the 
directors  and  the  management  of  the  company  could  be  radically 
changed.  To  avert  this  and  to  prevent  the  frightful  losses  that 
would  occur  from  the  violent  breaking  up  of  the  Equitable,  not 
only  to  the  policyholders  but  to  the  financial  community  at  large, 
myself  as  well,  I  thought  that  someone  ought  to  undertake  the 
change — the  business — 

Q.  The  acquisition  of  the  stock?  A.  Yes,  in  some  way  to 
stop  the  trouble  that  might  ensue.  The  gentlemen  connected 
with  the  large  insurance  companies  did  not  seem  to  be  in  that 
position — I  mean  financial  people  downtown;  I  had  never  had 
any  connection  with  the  three  big  insurance  companies  except 
as  a  policyholder  in  each;  I  felt  free  to  act.  My  theory  about 
success  in  America  is  that  a  man  is  not  judged  so  much  by 
what  he  is  but  what  he  does  and  this  seemed  to  me  to  be  a 
thing  worth  doing.  My  first  idea  was  to  get  together  a  num- 
ber of  policyholders  who  would  take  this  company  out  of  the 
hands  in  which  it  was  going  to  destruction  and  give  it  a  clean 
management,  economical  and  efficient,  and  restore  it  to  its 
prosperity  for  the  benefit  of  all  honest  interests.  I  soon  con- 
cluded that  the  amounts  that  could  be  obtained  from  disin- 
terested people — ^people  who  had  no  axes  to  grind,  would  be 
very  small,  so  I  concluded  to  do  it  myself.  And  buying  the 
stock  I  determined  never  to  exercise  the  voting  power  for  the 
purpose  of  electing  directors  of  the  company  or  for  any  other 
purpose  and  that  I  would  select  trustees  of  such  high  character 
that  their  motives  could  not  be  questioned,  and  I  accordingly 
instructed  by  counsel  to  draw  a  deed  or  transfer  of  that  power 
as  strong  as  it  could  be  made  under  the  present  law.  My  plans 
and  purposes  were  set  forth  in  three  letters  written  about  that 
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time,  one  to  Mr.  Cleveland  and  one  to  the  three  trustees  and 
one — ^those  two  I  think  have  been  made  public;  I  think  they 
are  on  record — ^I  think  my  counsel  turned  them  over  to  you 
somethime  early  in  the  session.  The  third  letter  is  a  letter  to 
Mr.  Morton  the  President  of  the  company,  which  I  think  has 
never  been  made  public.  I  would  like  to  have  them  read  and 
spread  upon  the  record. 

MR.  HUGHES :  I  will  offer  the  letters  in  evidence. 

Letters  marked  Exhibits  Nos.  649,  650  and  651  respectively 
and  read  in  evidence  by  Mr.  Hughes. 

Q.  In  the  arrangements  that_were  made  for  the  loan  of  the 
moneys  through  which  you  paid  for  the  stock,  was  any  interest 
given  or  any  control  over  the  stock  given  to  any  person  or  in- 
stitution?     A.  ITone   whatever. 

Q.  Have  you  received  any  part  of  the  tjonsideration  back  from 
Mr.  Hyde  or  from  any  one  else?    A.  No,  sir. 

Q.  Have  you  any  agreement  directly,  or  indirectly,  with  any 
person  whereby  you  will  receive  any  portion  of  the  considera- 
tion back?     A.  No,  sir. 

Q.  Have  you  any  arrangement  under  which  you  are  carrying 
this  stock  in- whole  or  in  part  for  the  benefit  of  Mr.  Hyde?  A. 
No,  sir. 

Q.  Or  of  any  other  person  ?    A.  No  living  person. 

Q.  So  that  you  bought  it  on  your  own  financial  responsibility 
and  hold  the  interest  that  you  have  subject  to  the  trust  deed 
in  the  same  manner  ?    A.  Absolutely,  sir. 

Q.  Will  you  explain  why  it  was  that  in  the  agreement  or  bill 
of  sale  of  June  8th,  1905,  you  referred  to  yourself  individually 
and  as  representing  undisclosed  policyholders?  A.  Well,  there 
were  a  few  policyholders,  Mr.  Hughes,  that  I  had  talked  with 
that  were  willing  to  join  in  buying  the  stock,  but  the  amounts 
were  so  small  that  I  concluded  not  to  accept  them. 

Q.  So,  as  a  matter  of  fact,  they  did  not  join  you  ?  A.  No,  they 
did  not  join. 

Q.  You  were  a  policyholder  in  the  Equitable?     A.  Yes,  sir. 

Q.  How  long  had  you  been  such  a  policyholder  ?  A.  I  should 
say  since  1893. 

Q.  When  was  it  first  contemplated  by  you  that  this  stock 
should  be  put  in  trust?  A.  The  moment  that  I  began  to  con- 
sider its  purchase. 
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Q.  With  whom  did  you  take  up  the  matter  of  the  purchase  ? 
A.  Nobody  but  my  counsel,  Mr.  Cravath  and  Mr.  Koot. 

Q.  Was  the  purchase  suggested  by  you  or  to  you?  A.  Well, 
it  was  not  suggested  by  me;  some  one  may  have  suggested  it 
would  be  a  good  thing  to  buy  Mr.  Hyde  out.  Who,  I  don't  re- 
member. 

Q.  Had  you  heard  that  there  was  a  gentleman  in  Wall  Street 
who  had  made  propositions  to  Mr.  Hyde  for  the  purchase  of  his 
stock  ?  A.  There  had  been  some  such  rumors,  but  I  heard  noth- 
ing about  them. 

Q.  Were  you  at  all  influenced  in  your  own  decision  to  pur- 
chase the  stock  by  the  fact  that  there  were  such  rumors  abroad  i 
A.  ISTo,  sir. 

Q.  Did  you  regard  it  as  a  matter  of  moment  whether  the  con- 
trol of  the  stock  should  be  bought  up  by  men  interested  in  finan- 
cial enterprises  who  might  have,  as  you  expressed  it  a  moment 
ago,  axes  to  grind  ?  A.  Well,  I  think  it  might  have  been  consid- 
ered unwise. 

Q.  And  why  do  you  say  it  might  have  been  considered  unwise  ? 
A.  E'ecause  I  looked  upon  the  transaction  for  the  good  of  the 
community  and  for  the  policyholders. 

Q.  You  were  fully  appreciative  of  the  opportunities  that  might 
exist  if  persons  desiring  to  further  their  own  interests  acquired 
a  control  of  that  stock?  A..  I  can  imagine  that  it  might  ha^e 
been  detrimental  to  the  institution. 

Q.  You  understand,  of  course,  that  the  control  of  the  large 
accumulations  of  which  such  an  institution  as  the  Equitable  has 
might  be  a  decided  advantage  in  connection  with  financial  enter- 
prises ?     A.  I  can  imagine  that. 

Q.  In  making  your  purchase  yourself,  do  I  understand  you 
■  were  not  influenced  by  any  such  considerations  ?     A.  I  was  not. 

Q.  Have  you  since  the  purchase  borrowed  any  money  from  the 
Equitable  Life?     A.  Not  a  dollar. 

Q.  Or  bought  any  security  from  the  Equitable  Life?  A.  No, 
sir. 

Q.   Or  sold  any  security  to  the  Equitable  Life  ?     A.   No,  sir. 

Q.  But  is  it  not  a  fact,  Mr.  Ryan,  that  in  deciding  to  purchase 
the  stock  yourself  you  did  have  in  mind  the  undesirability  of  its 
falling  into  the  hands  of  those  who  would  be  influenced  by  other 
motives  ?     A.   I  think  that  that  had  an  influence,  Mr.  Hughes. 

Q.  To  put  it  baldly,  you  would  not  desire  those  who  might  be 
operating  in  large  financial  transactions  and  who  might  be  dis- 
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posed  to  consult  exclusively  their  own  interests  to  have  control  of 
the  Equitable  treasure  house  ?     A.  Decidedly  not. 

Q.  When  did  you  give  instructions  to  counsel  to  prepare  a 
trust  arrangement  or  trust  deed,  hovf  soon  after  you  had  taken 
up  the  matter  of  acquiring  the  stock  ?     A.  Within  a  few  hours. 

Q.  The  trust  deed  was  not  actually  executed,  I  believe,  until 
the  15th  day  of  June,  1905.  What  occasioned  the  delay?  A. 
Well,  I  think  Mr.  Cravath  and  Mr.  Eoot  were  very  busy,  and  it 
was  an  important  paper;  I  think  perhaps  they  wanted  to  consult 
Mr.  Cleveland,  as  it  was  convenient  for  him  to  come  to  the  city 
about  that  time. 

Q.  ]^ow,  when  you  formulated  the  trust  agreement  you  pro- 
\'ided  for  a  trust  term  for  five  years,  or  as  is  stated  in  paragraph 
9  of  the  agreement  which  is  upon  the  record,  for  the  full  period 
authorized  by  Section  20  of  the  General  Corporation  Law  of  the 
State  of  New  York.  Did  you  fix  upon  the  term  of  five  years 
because  you  were  advised  that  you  could  not  legally  create  a 
trust  deed  for  a  longer  period  ?     A.  Yes. 

Q.  That A.  Well,  I  agreed,  I  think  I  agreed  in  some  paper, 

that  I  would  continue  it  as  long  as  I  lived  from  each  period  of 
five  years. 

Q.  I  was  about  to  call  your  attention  to  that  language  for- 
lowing  in  the  same  paragraph,  that  it  should  be  continued  there- 
after so  long  as  the  trustees  shall  deem  it  advisable,  and  the 
party  of  the  first  part  hereby  agrees  that  upon  the  expiration  of 
any  period  of  five  years  he  will,  upon  the  request  of  the  trustee, 
execute  an  instrument  continuing  for  a  further  period  of  five 
years  this  agreement,  and  the  powers  of  the  trustees  hereunder, 
including  such  power  to  require  an  extension  hereof.  Were  you 
advised  as  to  whether  or  not  that  was  an  obligatory  agreement, 
whether  that  was  an  enforceable,  engagement  of  yours  ?  A.  ISTo, 
I  think  not.  I  instructed  Mr.  Root  and  Mr.  Cravath  to  do  the 
best  they  could. 

Q.  You  wanted  to  bind  yourself  so  far  as  you  could  under  the 
law?     A.  Yes. 

Q.  And  you  regarded  it  as  advisable  that  any  one  else  who  was 
prominent  in  financial  enterprises  should  have  an  uncontrolled 
ownership  of  the  stock,  and  you  did  not  wish  yourself  to  attain 
an  uncontrolled  ownership  of  it,  is  that  it  ?  A.  That  is  the  exact 
fact,  better  than  I  could  state  it  myself. 

Q.  Have  you  since  the  execution  of  this  trust  deed  given  any 


3464  Legislative  Insurance  Investigation. 

suggestions  aa  to  the  persons  who  should  be  elected  as  directors  ? 
A.  I  have  not.  That  matter  has  been  in  the  sole  control  of  the 
trustees. 

Q.  Do  you  meet  with  the  trustees  ?     A.  I  have 

Q.  Or  do  they  advise  with  you  ?  A.  I  have  met  Mr.  Cleve- 
land, and  met  him  the  other  day. 

Q.  Do  they  advise  with  you  as  to  the  persons  who  would  be 
satisfactory  to  you  to  go  upon  the  board.     A.  No,  sir. 

Q.  Have  you  given  any  recommendations  as  to  the  persons  who 
should  be  selected?     A.  No,  sir. 

Q.  They  are  to  select  certain  persons  as  representing  the  stock 
interests  ?     A.  Yes,  sir. 

Q.  To  the  extent  of  twenty-four  out  of  the  total  number.  Have 
you  made  recommendations  to  them  as  to  the  persons  who  should 
be  selected  to  fill  that  quota. 

MK.  CRAVATH :  The  letter  provides  that  the  minority  num- 
ber shall  be  at  the  sole  discretion  of  the  trustees. 

Q.  The  minority,  Mr.  Cravath  points  out,  of  twenty-four,  are 
to  be  selected  in  the  sole  discretion  of  the  trustees.  Have  you 
made,  in  fact,  any  recommendations  as  to  the  persons  who  should 
be  elected  as  the  minority  directors  or  within  the  quota  of  twenty- 
four?     A.  ISTo,  sir. 

Q.  Is  it  your  understanding  that  the  trustees  are  obliged  to 
elect  those  who  are  nominated  by  the  policyholders  according  to  a 
majority  vote,  or  that  they  may  choose  among  those  who  are  nomi- 
nated by  the  policyholders?  A.  My  understanding  is  that  they 
are  not  oblige.d  to  do  it. 

Q.  And  why  was  that  scheme  developed,  in  other  words,  why 
did  you  leave  them  free  to  choose  without  reference  to  the  actual 
majority  wishes  of  the  policyholders  who  have  communicated  with 
them  ?  A.  Well,  there  are  a  great  many  policyholders,  Mr. 
Hughes ;  there  are  six  hundred  thoiisand  of  them,  and  my  idea  was 
that  men  might  try  to  get  on  the  board  by  getting  up  recommenda- 
tions, proxies,  and  you  might  get  unfit  people  on  the  board.  My 
idea  was  that  the  three  trustees  should  look  into  the  character  of 
the  men  who  were  to  go  on  the  board — those  who  were  recom- 
mended as  well  as  the  minority.     That  they  had  full  power  to  do. 

Q.  In  other  words,  that  they  should  become  acquainted  with 
the  wishes  of  the  policyholders,  but  then  should  exercise  theij-  own 
judgment  ?     A.  That  was  my  theory  about^  it. 
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Q.  You  regarded  that  as  a  safer  method  of  selecting  directors 
than  to  allow  the  election  to  be  controlled  by_  the  chance  vote  of 
a  majority  of  policyholders  at  a  given  time      A.  I  did. 

Q.  Which  might  represent  a  sentiment  created  by  fictitious  con- 
ditions ?     A.  Yes. 

Q.  Did  you  actually  make  over  the  certificates  for  the  five  hun- 
dred and  two  shares?  I  have  said  before  five  hundred  and 
one,  because  it  is  five  hundred  and  one  in  this  paper,  and  five  hun- 
dred and  two  in  another.     A.  Five  hundred  and  two  is  correct. 

Q.  Five  hundred  and  two  ?  A.  The  stock  was  handed  to  Mr. 
Cravath,  and  as  a  matter  of  fact,  I  never  saw  it. 

Q.  "Well,  has  it  been  transferred  out  of  your  name?  A.  He 
transferred  it  to  the  trustees. 

Q.  Have  you  any  interest  in  this  stock  save  subject  to  this  trust 
deed  ?    A.  I  have  not. 

Q.  Can  you  vote  upon  this  stock?  Can  you  vote  upon  the 
Equitable  stock  ?    A.  I  shoiild  say  not. 

Q.  You  have  not  the  title  to  it  then ;  it  has  been  passed  under 
the  trust  deed?     A.  That  is  my  understanding.     I  suppose 

Q.  Through  whom  do  you  get  dividends  ?  A.  I  think  the 
check,  they  came  to  my  secretary  —  I  suppose  they  came  from  the 
Equitable  Company.  I  don't  know  about  that.  It  may  come 
through  the  secretary  of  the  Trustees. 

Q.  Are  the  Trustees  in  receipt  of  compensation  ?  A.  Perhaps 
you  can  answer  that,  Mr.  Cravath  ? 

ME.  CRAVATH:  Under  the  statutes  this  agreement  is  filed 
with  the  company.  I  am  not  sure  whether  the  dividend  is  paid 
direct  or  through  the  Trustee. 

Q.  Now,  the  scheme  of  this  agreement  is  that  the  stock  shall  be 
put  in  trust  for  the  time  stated  and  the  Trustees  shall  exercise  the 
voting  power  and  that  you  shall  be  entitled  to  the  dividends.  Now, 
as  a  matter  of  fact,  what  have  you,  as  a  stockholder,  done  since 
the  execution  of  this  deed?  A.  I  have  done  very  little,  Mr. 
Hughes. 

Q.  Have  you  done  anything?    A.  I  should  say  nothing. 

Q.  I  want  to  know  whether  this  agreement  is  carried  out  in 
actual  practice,  whether  the  fact  corresponds  to  the  form?  A. 
Yes,  sir. 

Q.  In  all  respects?  A.  Yes,  sir;  I  think  so,  Mr.  Hughes,  so 
far  as  I  know. 
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Q.  Then  Mr.  Cleveland,  Judge  O'Brien  and  Mr.  Westinghouso 
during  the  time  of  this  agreement  have  the  sole  right  to  vote  thisi 
stock?    A.  Absolutely. 

Q.  And  as  the  holders  of  the  legal  title  of  the  majority  of  the 
stock  have  the  sole  right  to  elect  the  Board  of  Directors  ?  A.  Ab- 
solutely. 

Q.  JSTow,  if  you  contemplated  that,  I  wish  you  vs^ould  explain  a 
little  more  fully  how  it  was  that  you  were  willing  to  pay  two  mil- 
lion dollars  and  a  half  for  stock  which  you  would  put  in  the  hands 
of  Trustees  with  full  voting  power,  where  you  should  exercise  no 
control  whatever,  and  where  you  could  get  at  the  utmost  seven 
per  cent,  annually,  as  dividends  upon  the  par  value  ?  A.  Well,  I 
did  it  to  accomplish  the  purpose,  Mr.  Hughes,  in  my  somewhat 
lengthy  answer. 

Q.  In  other  words,  it  was  a  contribution  for  peace  and  pros- 
perity of  the  country  ?  A.  I  thought  I  was  doing  a  great  public 
service. 

Q.  We  are  to  understand,  then,  that  you  were  actuated  merely 
by  the  motive  to  render  public  service  ?  A.  And  to  prevent  what 
I  considered  and  what  I  feared  would  be  the  most  tremendous 
panic  that  this  country  had  ever  seen,  if  the  Equitable  Life  Assur- 
ance Society  had  gone  into  the  hands  of  a  receiver. 

Q.  Have  you  ever  reflected  upon  the  question  whether  you  can 
get  your  money  back  ?    A.  Never. 

Q.  Mention  is  made  in  the  letter  to  Mr.  Morton  of  your  willing- 
ness to  have  the  stock  retired.  Has  any  proposition  been  made  to 
you  looking  to  the  retirement  ?  A.  There  has  been  no  proposition, 
Mr.  Hughes,  but  that  transaction  created  a  great  deal  of  excite- 
ment and  there  were  various  suggestions  by  outside  people  as  to 
the  retirement  of  this  stock  and  the  desirability  of  taking  it  out  of 
my  hands.  I  do  not  think  they  understand  what  the  deed  of  trust 
meant.  And  to  satisfy  or  to  show  that  I  meant  what  I  said,  I 
wrote  that  letter.    I  wanted  to  make  that  record. 

Q.  By  the  terms  of  the  trust  deed  the  Trustees  are  empowered 
to  select  twenty-eight  out  of  the  fifty-two  Directors  in  accordance 
with  the  expressed  wishes  of  the  policyholders.  Does  your  vrill- 
ingness  to  execute  that  deed  indicate  that  if  the  legislation  could 
be  had,  you  would  be  willing  to  see  provision  made  for  the  election 
by  the  policyholders,  according  to  law,  of  a  majority  of  the  Board? 
A.  I  am. 

Q.  You  are  willing  to  go  on  record  absolutely  to  that  effect? 
A.   Yes,  sir. 
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Q.  That  matter,  I  understand,  is  still  in  the  courts?  A.  I  un- 
derstand so. 

Q.  And  is  that  the  reason  why  no  steps  have  been  taken  in  the 
direction  of  giving  the  policyholders  the  right  under  the  law  to 
elect  a  majority  of  the  Board?    A.  That  is  my  understanding. 

Q.  But  if  the  Courts  decide  that  the  Legislature  can  give  the 
policyholders  a  right  to  vote  for  Directors  and  to  elect  a  majority 
of  the  Board,  you,  as  the  owner  of  a  majority  of  the  stock,  will 
interpose  no  objection  to  such  action  on  the  part  of  the  Legisla- 
ture?   A.  JSTone  whatever;   on  the  contrary,  I  will  aid  it  all  I  can. 

Q.  Do  the  Trustees  receive  any  compensation?  A.  So  far, 
nothing. 

Q.  Has  any  provision  been  made  for  their  compensation?  A. 
ISTot  up  to  the  present  time.  I  think  all  three  of  the  Trustees  felt 
that  they  were  performing  a  public  duty. 

Q.  How  was  the  $2,500,000  arrived  at?  Suppose  Mr.  Hyde 
had  asked  for  $6,500,000.  There  must  have  been  some  measure  of 
valuation?  A.  "Well,  there  was  —  Mr.  Hyde  tried  to  get  more 
and  finally  the  $3,500,000  was  settled  upon. 

Q.  But  you  did  not  consider  whether  or  not  the  stock  was  in- 
trinsically worth  that;  that  was  not  the  attitude  you  were  taking 
towards  the  transaction?     A.  No. 

Q.  Have  you  considered  at  all  the  question  whether  as  a, bene- 
ficial owner  of  the  stock  of  the  Equitable  Life  you  have  any  inter- 
est in  the  surplus  of  the  Society?  A.  I  never  considered  the 
question. 

Q.  Are  you  prepared  to  state  any  view  upon  that  point  ?  A.  I 
am  not,  Mr.  Hughes,  because  I  have  not  considered  it. 

Q.  To  put  it  in  another  way,  when  you  considered  the  purchase 
of  the  stock,  were  you  influenced  by  any  idea  that  you  might  have 
an  interest  in  the  surplus  of  the  Society?    A.  !N"one  whatever. 

Q.  Are  you  opposed  to  a  plan  for-.stock  retirement  if  one  that 
is  legal  should  be  devised?  A.  Well,  I  think  great  consideration 
should  be  given  to  that,  Mr.  Hughes,  in  behalf  of  .the  policy- 
holders. 

Q.  And  we  should  be  glad  to  iknow  what  you  have  in  mind 
with  regard  to  that,  for  the  subject  of  stock  ownership  of  insur- 
ance companies  is  one  of  the  important  subjects  for  consideration 
by  the  Committee.  A.  I  think  the  policyholders  are  much  safer 
under  stock  ownership. 
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Q.  Why  do  you  think  that,  Mr.  Ryan  ?  A.  Because  somebody 
is  responsible  for  the  management  of  the  company. 

Q.  Well,  that  would  not  be  the  case  if  the  stockholders  were 
stripped  of  the  right  to  be  represented  by  a  majority  of  the  Board. 
You  would  have  then  in  the  event  that  we  contemplated  a  mo- 
m.ent  ago  a  control  by  the  policyholders  and  the  minority  of  the 
stock  would  be  perhaps  helpless?  A.  Well,  that  could  hardly 
come  in  a  Board  of  Directors  that  were  all  pulling  together  for 
the  best  interests  of  the  company. 

Q.  Your  idea  is  that  the  stock  investment  would  provide  some 
security  of  conservative  management?  A.  Not  so  much  that,  but 
the  responsibility  of  the  ownership  of  that  stock  —  trusted  as  it 
is  —  is  very  great,  and  I  think  that  the  working  out  of  the  plan 
under  which  the  three  Trustees  were  appointed  will  be  of  great 
benefit  to  life  iij^gurance  companies  or  to  stock  companies;  of 
course  it  would  not  be 

Q.  Of  course  you  appreciate  the  fact  that  this  trust  would 
terminate  in  five  years  and  in  the  event  of  your  death  there  would 
be  no  machinery  for  its  continuance  ?  A.  I  have  instructed  or  re- 
quested Mr.  Cravath,  my  counsel,  to  work  out  a  plan  by  which  the 
trust  will  be  perpetuated.  How  far  he  has  got  in  it  I  don't  know. 
We  have  thought  about  it.  Will  you  excuse  me  one  moment;  my 
intention  is  that  I  shall  never  exercise  the  voting  power  of  that 
stock  nor  any  heir  of  mine. 

Q.  Yes,  but,  however  clear  your  intention  may  be,  you,  of 
course,  realize  the  difliculty  of  imposing  your  individual  will  upon 
those  who  may  succeed  you  ?    A.  I  recognize  that. 

Q.  And  the  fact  that  stock  ownership  of  it  controls  the  destinies 
of  an  insurance  company  may  be  pregnant  with  the  evils  which 
were  illustrated  under  the  former  conditions?  A.  Well,  that  is  so 
in  all  corporations,  of  course. 

Q.  Except  that  in  an  insurance  company  the  stock  is  relatively 
a  very  small  amount  at  stake  as  compared  with  the  vast  accumula- 
tions which  they  are  able  to  control;  and  I  present  the  question  to 
draw  out  your  views  upon  the  importance  of  stock  ownership  or 
the  willingness  to  have  the  stock  retired  ?  A.  The  responsibility, 
as  I  said  before  —  the  responsibility  of  owning  that  stock,  either  as 
Trustee,  or  free,  ought  to  carry  with  it  safeguards  that  I  think 
would  be  more  beneficial  to  life  insurance  than  a  mere  socallod 
mutual  company.  -        --     -  ~ 
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Q.  You  have  spoken  of  stock  retirement  in  your  letter  to  Mr. 
Morton  on  the  basis  of  reimbursement  with  4  per  cent,  intercsi. 
You  have  not  considered  the  question  on  any  other  basis  ?  A.  No, 
I  have  not  consdered  it  on  any  other  basis.  Of  course,  some  basis 
had  to  be  stated  in  a  letter  of  that  kind, 

Q.  But  if  the  Legislature  should  think  stock  retirement  wise  it 
would  not  have  your  personal  opposition  ?  A.  I  have  not  consid- 
ered that. 

Q.  You  are  not  in  a  position  to  state  ?    A.  No. 

Q.  When  this  matter  of  the  purchase  of  the  stock  by  you  from 
Mr.  Hyde  came  up,  were  there  any  others  who  desired  to  take  part 
in  the  purchase  —  did  you  consult  with  any  others  about  taking  a 
part  in  the  purchase?  A.  I  spoke  to  several  policyholders  —  small 
policyholders. 

Q.  After  you  had  purchased  the  stock  was  there  any  proposition 
to  share  the  ownership  with  you?  A.  Am  I  obliged  to  answer 
that  question? 

Q.  I  think  you  ought  to,  Mr.  Kyan.  A.  Mr.  E.  H.  Harriman 
desired  to  share  the  purchase  with  me,  and  I  refused. 

Q.  When  was  that?  A.  It  was  at  the  time  of  the  purchase, 
just  about  the  time,  the  next  day  I  think  it  was. 

Q.  I  was  going  to  ask  you  whether  Mr.  Harriman  had  made  a 
proposition  as  it  has  been  stated  in  the  press  that  he  has,  and  to  ask 
you  why  you  refused  to  allow  him  to  share  in  the  risk  which  you 
took  in  putting  up  the  money?  A.  I  had  made  up  my  mind  that  I 
did  not  want  any  partner;  I  did  not  want  to  be  hampered  in  my 
plans  in  regard  to  trustees,  and  another  reason  I  did  not  think 
that  anybody  who  had  been  connected  as  director  in  any  of  the 
large  companies  should  have  an  interest  in  it. 

Q.  How  long  was  it  after  you  had  bought  Mr.  Hyde's  stock  that 
this  matter  came  up  with  Mr.  Harriman?  A.  I  think  it  was  the 
day  I  bought  it. 

Q.  rmmediately  after  its  announcement?  A.  I  don't  know 
whether  it  was  immediately  after  its  announcement;  I  rather 
think  it  was  before  it  was  announced. 

Q.  Publicly  ?    A.  It  was  before  it  was  publicly  announced. 

Q.  But  after  your  purchase  was  completed  ?    A.  Yes,  sir. 

Q.  Did  you  state  to  Mr.  Harriman  the  grounds  on  which  you 
desired  to  handle  the  matter  alone  ?    A.  I  did. 

Q.  Did  you  at  that  time  have  in  contemplation  this  plan  of 
tnisteeing  the  stock  ?    A.  I  did. 
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Q.  "What  did  Mr.  Harriman  say  to  you  to  influence  you  to 
make  the  sale  or  to  divide  with  him  the  ownership?  A.  What 
influence? 

Q.  What  did  he  say  to  you  to  influence  you  to  allow  him  to 
share  in  the  purchase?  A.  I  don't  think,  Mr.  Hughes,  that  I 
ought  to  be  called  upon  to  answer  that  question,  to  characterize 
or  state  a  conversation  I  had  privately  with  Mr.  Harriman. 

Q.  "Well,  you  can  state  the  substance  of  it,  Mr.  Eyan. 

MK.  OKAVATH:  I  might  just  say,  Mr.  Chairman,  I  feel 
bound  to  say  to  my  client,  Mr.  Ryan,  that  while  he  should  tes- 
tify most  fully  as  to  what  he  did,  as  to  his  own  attitude  and 
plans,  he  cannot  unless  he  chooses  voluntarily  to  do  so  be  re- 
quired to  attempt  to  state  here,  conversations  which  Mr.  Har- 
riman or  any  other  man  had  with  him  in  purely  un official  con- 
versations.    Mr.  Eyan  is  entitled  to  that  advice  from  me. 

ME.  HUGHES:  I  will  say  that  I  deem  the  matter  important 
in  two  respects:  In  the  first  place  that  the  Committee  may 
imderstand  the  motives  which  may  actuate  those  who  desire  to 
obtain  control  of  the  stock  of  an  insurance  company,  and  the 
proceedings  which  may  be  taken  to  acquire  it;  and  secondly,  that 
we  may  know  whether  there  is  any  truth  in  the  report  that  there 
was  any  suggestion  that  life  insurance  conditions  in  this  State 
would  be  investigated  if  Mr.  Eyan  did  not  accede  to  Mr.  Harri- 
man's  request.  I  think  that  we  should  have  full  light  upon  tho 
transaction,  and  I  hope  that  Mr.  Eyan  will  feel  that  he  can  do 
another  public  service  in  advising  the  Committee  fully. 

THE  "WITNESS:  Mr.  Harriman  was  not  a  trustee  in  the 
Equitable  at  that  time. 

THE  CHAIEMAN:  I  was  about  to  suggest  that  if  he  was 
trustee  at  that  time — 

ME.  CEAVATH:  He  had  resigned  some  time  before  that. 

THE  "WITNESS :  He  had  resigned,  was  not  a  trustee. 

ME.  CEAVATH:  He  was  not  a  director  at  that  time.  His 
resignation  had  been  handed  in  several  days  before  Mr.  Eyan  pur- 
chased the  stock. 

THE  CHAIEMAN":    Had  it  been  accepted  ? 

ME.  CEAVATH:    I  don't  know  as  to  that. 
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THE  WITNESS :  I  think  Mr.  Harriman  should  testify  as  tc- 
his  motives. 

MR.  HUGHES :  No,  it  would  not  be  proper,  of  course,  that 
you  should  characterize  anything  that  took  place,  and  my  ques- 
tion was  not  intended  to  elicit  anything  more  than  what  was  said 
and  done  and  if  you  cculd  not  recall  exactly  what  was  said,  the 
substance  of  what  took  place. 

THE  WITNESS :  Unless  I  am  obliged  to  answer,  I  must  be 
excused. 

]!4E.  HUGHES :    I  will  submit  the  matter  to  the  Committee. 

The  question  was  read  as  follows : 

Q.  What  did  he  say  to  you  to  influence  you  to  allow  him  to 
share  in  the  purchase  ? 

BY  ME.  HUGHES: 

Q.  I  will  put  the  question  in  a  form  that  will  meet  any  possible 
objection  by  asking  the  witness  to  state  what  was  said  and  done  in 
connection  with  this  proposition  of  Mr.  Harriman's. 

ME.  OEAVATH:  You  are  entitled  to  my  advice,  Mr.  Kyan, 
that  you  are  not  required  as  a  witness  to  attempt  to  state  the  sub- 
stance, or  attempt  to  repeat  any  statements  made. 

THE  CHAIEMAN:  Do  you  advise  him  in  that  way,  Mr. 
Cravath,  also  upon  the  plain  question  to  relate  according  to  his 
best  recollection  what  was  said  and  done  between  him  and  Mr. 
Harriman  relative  to  the  proposal  of  Mr.  Harriman  to  acquire  an 
interest  in  this  stock. 

ME.  OEAVATH:  Yes,  in  so  far  as  the  question  may  call 
upon  the  witness  to  state  here  what  was  said  to  him  by  any  other 
person  that  person  being  Mr.  Harriman,  sir. 

THE  CHAIEMAN:  We  are  asking  now  not  for  his  infer- 
ences or  his  opinion,  but  for  the  fact  what  was  said  according  to 
his  recollection,  and  done. 

ME.  OEAVATH:  My  view  is  that  he  is  not  required  as  a 
witness  in  this  inquiry  to  state  what  Mr.  Harriman  or  any  other 
man  said  to  him  in  private  conversation.  He  will  testify  freely 
as  to  his  own  attitude,  his  own  motives,  and  his  own  purposes. 
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THE  CHAIRMAN:     Have  you  asked  your  question  yet,  Mr. 

Hughes  ? 

MR  HUGHES:    Yes., 

MR.  TULLY:  Do  you  mean  by  that  that  the  witness  should 
not  be  asked  any  question  which  should  call  for  a  conversation 
he  might  have  had  with  any  person  relative  to  his  desire  for  the 
purchase  of  the  Equitable  stock  ^  as  for  instance,  Mr.  Hyde  ? 

MR.  CRAVATH:  That  might  be  rather  a  broad  statement, 
and  there  are  certain  conversations  regarding  which  the  wit- 
ness would  imdoubtedly  have  no  objection  to  testifying,  but  my 
feeling  is  that  where  another  gentleman  had  a  conversation  with 
Mr.  Ryan  regarding  that  stock,  or  any  other  similar  subject  that 
Mr.  Ryan  ought  not  to  be  called  upon,  and  cannot  be  compelled 
to  testify  here  or  elsewhere,  where  a  direct  issue  is  not  involved — 
where  a  direct  issue  as  to  that  conversation  is  not  involved  as  to 
statements  made  by  another,  to  attempt  to  give  the  substance  of 
conversations  is  exceedingly  difficult,  and  to  attempt  to  repeat  the 
conversation  is  exceedingly  difficult. 

Q.  (Repeated  as  follows) :  I  will  put  the  question  in  a  form 
that  can  meet  no  possible  objection,  by  asking  the  witness  to 
state  what  was  said  and  done  in  connection  with  this  proposi- 
tion of  Mr.  Harriman. 

THE  CHAIRMAIST:     Mr.  Ryan,  will  you  answer  the  question  ? 

THE  WITISTESS:  I  will  answer  it  so  far  as  saying  I  refused 
to  share  the  purchase  with  Mr.  Harriman. 

BY  MR.  HUGHES: 

Q.  And  what  did  Mr.  Harriman  say  to  you  in  connection  with 
the  matter  ? 

MR.  CRAVATH:  My  advice  is  you  are  not  required  to  answer 
that. 

THE  CHAIRMAN:    Do  you  refuse  to  answer  it  J 
THE  WITNESS:     I  refuse  to  answer  on  counsel's  advice. 
BY  MR.  HUGHES: 

Q.  Did  Mr.  Harriman  say  that  there  would  be  any  result  in- 
jurious to  your  interests  in  case  you  refused  to  admit  him  to  a  share 
in  the  ownership? 
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MR.  CRAVATH:    Same  advice. 

A.  Same  answer. 

THE  CHAIRMAN:  I  think  the  Committee  hetter/ dispose  of 
these  questions  as  we  proceed,  Mr.  Hughes.  Read  the  former  ques- 
tion, what  Mr.  Harriman  said  to  him  concerning  the  transaction. 

Q.  (Repeated  as  follows:)  What  did  Mr.  Harriman  say  to  you 
in  connection  with  the  matter? 

THE  CHAIRMAIST:    That  question  you  refuse  to  answer 2 

THE  WITNESS:    I  do. 

THE  CHAIRMAN:  The  Committee  directs  you  to  make  an- 
swer to  the  question. 

MR.  CRAVATH:  My  advice  is  that  you  are  not  required  to 
answer. 

THE  CHAIRMAN:    Do  you  still  refuse  to  answer? 

THE  WITNESS:    I  do. 

THE  CHAIRMAN:  Read  the  next  question,  Mr.  Stenographer. 

Q.  (Question  read  as  follows:)  Did  Mr.  Harriman  say  that 
there  would  be  any  results  injtirious  to  your  interests  in  case  you 
refused  to  admit  him  to  share  in  the  ownership? 

THE  WITNESS :  I  refuse  to  answer  that  under  advice  of  my 
counsel. 

THE  CHAIRMAN:  The  Committee  directs  you  to  answer  that 
question.     Do  you  still  refuse? 

THE  WITNESS:    I  do  under  advice  of  counsel. 

BY  MR.  HUGHES: 

Q.  Did  Mr.  Harriman  say  to  you  that  there  would  be  an  in- 
vestigation by  a  Committee  of  the  Legislature,  or  that  steps  would 
be  taken  to  have  investigation  by  a  Committee  of  the  Legislature, 
or  by  either  House  of  any  insurance  company,  or  of  insurance  con- 
ditions if  you  did  not  permit  him  to  share  in  the  ownership? 

MR.  CRAVATH:    Same  advice,  Mr.  Rpn. 

A.  He  did  not  say  that. 
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MR.  CR.AVATH:  My  advice  is  you  are  not  required  to  answer 
iny  of  these  questions. 

MK.  HUGHES:  The  question  is  answered,  that  he  did  not 
say  that. 

Q.  Now  did  he  say  that  any  action  on  the  part  of  the  Legis- 
lature— or  any  official — any  officer  of  the  Government  would  be 
taken  in  the  event  you  would  refuse  to  accede  to  his  request? 

ME.  CEAVATH:  My  advice  is  you  are  not  required  to 
anwer  that  question. 

TPIE  WITNESS:     I  refuse  to  answer  on  the  same  grounds. 

THE  CHAIEMAN:     The  Committee  directs  you  to  answer. 

THE  WITNESS :  I  refuse  on  the  ground  of  my  counsel's  ad- 
vice. 

BY  ME.  HUGHES: 

Q.  Now,  Mr.  Eyan,  you  will,  I  think,  feel  entirely  free  to  say 
what  you  said  to  Mr.  Harriman?  A.  Well,  I  told  Mr.  Harriman 
that  I  wanted  to  be  free  and  did  not  want  any  partners  in  the 
transaction. 

Q.  Did  you  tell  him  why  ?  A.  My  principal  reason  was  that  I 
wanted  to  make  this  trust  deed  in  my  own  way. 

Q.  Did  you  tell  him  that?    A.  I  did. 

Q.  What  did  he  say  to  that? 

ME.  CEAVATH :  My  advice  is  you  are  not  required  to  answer. 

THE  WITNESS:     Same  answer,  Mr.  Hughes.  ' 

THE  CHAIEMAN:  Mr.  Eyan,  the  Committee  does  not  want 
you  to  think  that  it  is  seeking  to  be  officious  in  this  matter. 

THE  WITNESS:    I  know. 

THE  CHAIEMAN:  It  realizes  that  you  have  performed  a 
great  public  service  and  is  only  seeking  to  get  you  to  complete  that 
service. 

THE  WITNESS:  I  still  feel,  Mr.  Chairman,  that  I  should 
not  be  required  to  answer. 

THE  CHAIEMAN:  The  Committee  directs  you  to  answer  the 
(luestion  just  asked  with  regard  to  what  Mr.  Harriman  said  to 
you,  and  on  that  do  you  still  refuse? 
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THE  WITNESS:  I  refuse  under  advice  from  counsel. 

ME.  HUGHES:  You  will  understand,  of  course,  tliat  the  ob- 
ject of  these  questions  is  not  to  embarrass  you,  and  I  am  sure  the 
Committee — I  know  that  I  feel  the  delicacy  of  your  position  in 
being  asked  to  state  what  was  said  to  you  in  a  conversation  of  this 
sort,  and  I  would  not  ask  the  question  if  it  were  not  that  I  deemed 
it  of  public  importance  that  a  matter  of  that  sort  should  be 
brought  out,  i  "^  there  is  anything  at  all  in  what  has  been  currently 
reported.  jSTow  I  will  ask  you  an  additional  question,  and  that  is 
this,  did  you  state  to  Mr.  Harriman,  in  words  or  substance,  that 
you  did  not  care  what  he  or  any  one  else  might  do,  that  you  pro- 
posed to  carry  out  your  original  plan? 

THE  WITNESS:  I  don't  remember,  Mr.  Hughes.  For  sev- 
eral days  the  relations  between  Mr.  Harriman  and  me  were  quite 
strained,  and  I  would  not  undertake,  and  it  would  be  pretty  hard 
for  me  to  remember  everything  that  was  said. 

Q.  In  substance  did  you  say  that  to  him  that  you  proposed  to 
carry  out  your  original  plan  regardless  of  what  he  or  anybody  else 
might  do  in  the  matter  ?     A.  I  think  it  is  very  likely  I  did. 

Q.  Did  you  have  more  than  one  interview  with  Mr.  Harriman  ? 
A.  Oh,  I  had  a  great  many. 

Q.  Lasting  over  what  period  ?     A.  Several  days. 

Q.  That  was  several  days  between  the  date  of  the  purchase  and 
the  date  of  the  execution  of  the  trust  deed  ?  A.  Well,  it  was  sev- 
eral days  from  the  date — perhaps  I  can  explain  it  to  you — I  bought 
this  stock  on  Thursday,  Thursday  night.  Under  certain  conditions 
I  was  to  pay  for  it — 'I  was  to  pay  when  certain  conditions  were 
complied  with,  and  I  think  it  was  on  the  next  day,  Friday,  perhaps 
on  Saturday  from  that  time,  perhaps  a  treek,  Mr.  Harriman  and  I 
had  various  interviews. 

Q.  And  what  portion  of  the  stock  did  he  wish  to  acquire  or  ask 
to  take  ?  A.  Well,  I  guess  he  would  have  taken  any  part  of  it  that 
he  could  get. 

Q.  Did  hewajithalf  of  it?     A.  I  doii't  remember. 

Q.  Was  he  willing  to  pay  you  at  the  sajoie  price  that  you  had 
paid?     A.  Yes. 

Q.  Did  he  say  whether  or  not  he  was  willing  to  put  it  in  trust  ? 

MR.  OEAVATH:  Same  objection  that  the  questio«  calls  for 
vour  testimony  as  to  Mr.  Harriman's  statements  to  you  Avhich  yon 
are  not  required  to  testify  to. 
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THE  WITNESS :     I  refuse  to  answer  that,  Mr.  Hughes. 

THE  CHAIRMAN:  The  Oommittee  directs  you  to  answer, 
Mr.  Ryan. 

THE  WITNESS :     I  refuse  on  advice  of  counsel. 

Q.  You  subsequently,  that  is  after  the  purchase  of  the  502 
shares,  bought  additional  shares,  did  you  not  ?     A.  I  did. 

Q.  To  the  amount  of  87  ?    A.  I  think  it  was  87  or  88  shares. 

Q.  And  from  whom  did  you  make  that  purchase  ?  A.  I  don't 
know  who  that  stock  came  from ;  it  was  some  of  the  people  con- 
nected with  the  Eqmtahle.    The  reason — if  I  may  answer 

Q.  I  was  going  to  ask  you  what  was  the  reason  for  making  that 
purchase  ?  A.  The  reason  for  making  that  purchase  was  I  wanted 
to  qualify  directors,  and  I  did  not  want  to  reduce  the  amount 
of  stock  below  a  majority  which  I  desired  to  put  in  trust  or  had 
put  in  trust. 

Q.  What  was  the  price  you  paid  for  the  87  or  88  shares?  A.  I 
think  I  paid — think  it  was  $2,600  a  share;  that  is  my  recollection. 

MR.  CRAVATH:    About  $2,500. 

THE  WITNESS:    $2,500. 

Q.  And  to  whom  did  you  pay  the  money.  A.  I  don't  know  who 
that  check  went  to. 

MR.  CRAVATH :    The  check  was  payable  to  H.  M.  Alexander. 

MR.  HUGHES :  And  he  delivered  the  stock — the  stock  was 
delivered  through  him? 

THE  WITNESS :  I  think  the  stock  was  delivered  to  my  clerk 
by  Mr.  Alexander. 

Q.  Did  you  have  anything  to  do  with  the  settlement  of  any 
claims  that  the  Mercantile  Trust  Company  had  against  Mr.  Alex- 
ander, or  Jordan,  or  Mr.  Hyde  ?  A.  No,  sir ;  I  had  nothing  to  do 
with  it. 

Q.  Did  you  have  anything  to  do  with  the  arrangements  that 
-were  made  with  Mr.  Hyde  and  Mr.  Alexander  or  others  to  take  up 
the  account  of  the  Mercantile  Trust  Company  which  was  known 
Hs  the  J.  W.  Alexander  No.  3  account?  A.  Nothing  further  than 
that  I  understood  that  this  stock  was  in  that  loan. 

Q.  That  is  that  this  stcck  had  been  purchased  by  the  proceeds 
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of  the  loan  in  part?  A.  That  was  the  only  information  I  had 
about  the  stock — it  came  from  that. 

Q.  Did  you  have  any  negotiations  with  reference  to  the  settle- 
ment of  any  claim  of  the  Mercantile  Trust  Company?    A.  No,  sir. 

Q.  Then,  if  you  will  state,  your  entire  relation  to  the  matter  was 
what?  A.  Simply  the  purchase  of  that  stock;  this  stock  was  in 
the  loan  and  there  was  an  opportunity  to  bi^y  an  amount  of  stock 
that  would  qualify  a  good  many  directors  —  five  shares  of  stock 
you  have  to  qualify  a  director  by  five  shares  of  stock  under  the 
charter —  isn't  it? 

ME.  CEAVATH:  May  I  make  a  suggestion  that  will  save 
time?  It  was  contended  by  counsel  in  the  Lord  case  and  by  others 
that  our  theory,  which  we  believed  to  be  sound,  that  policyholders 
as  such  were  qualified  to  serve  as  directors  at  elections 

ME.  HUGHES:  Under  the  amendment  of  the  General  Cor- 
poration Law? 

2IE.  CEAVATH:  And  Mr.  Eoot  and  I  deemed  it  important 
that  the  precaution  should  be  taken  of  seeing  to  it  that  a  majority 
of  the  board  actually,  own  five  shares  of  stock  each. 

Q.  And  you  wanted  to  get  that  stock  without  interfering  with 
the  majority  of  the  stock  deposited  with  the  trustees?  A.  If  I 
had  not  bought  that  stock  I  could" not;  have  carried  out  my  inten- 
tions with  regard  to  the  deed  of  trust — or  buy  other  stock. 

Q.  And  you  sold  this  stock  to  the  trustees  who  qualified?  A. 
Yes,  sir;  I  think  I  have  a  little  left — probably  all  gone  by  this  time. 

ME.  CEAVATH:  All  but  twelve  shares. 

Q.  How  did  you  fix  the  amount  to  be  paid  for  the  87  shares? 
A.  There  were  negotiations.  I  think  you  made  the  negotiations, 
Mr.  Cravath? 

ME.  CEAVATH:  Negotiations  were  conducted  entirely  by 
counsel. 

ME.  HUGHES:  "What  I  am  interested  in  is  finding  out  how 
you  could  fix  the  value  of  minority  shares  of  stock  in  any  com- 
pany with  limited  dividends  —  7  per  cent,  on  the  par  value  at 
$2,500  a  share. 

ME.  CEAVATH.  Mr.  Eoot  and  I  conducted  the  negotiations 
and  got  the  stock  as  cheap'  as  we  could. 
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Q.  It  was  a  matter  of  getting  it  as  cheap  as  you  could  buy  it, 
so  tliat  what  it  came  to .  A.  That  was  it  and  it  was  abso- 
lutely necessary,  Mr.  Hughes;  I  could  not  have  carried  out  the 
provisions  of  the  trust  without  reducing  the  502  shares '  unless  I 
had  outsiue  stock  to  do  it  with.     It  was  for  no  other  reason. 

Q.  You  said  you  had  no  connection  with  any  other  insurance 
company;  have  you  now?  A.  I  think  I  said  any  of  either  of 
the  three  large  companies. 

Q.  You  did  say  either  of  the  three  large  companies.  A.  I  am 
interested  in  the  Washington  Life. 

Q.  When  did  you  first  become  interested  in  the  Washington 
Life? 

THE  CHAIRMATST:  Mr.  Hughes,  may  I  interrupt?  Will  you 
kindly  ask  him  whether  any  one  else  than  Mr.  Harriman  sought 
to  participate. 

Mil.  HUGHES:  I  should  have  asked  that  question. 

Q.  Did  any  one  save  Mr.  Harriman  seek  to  participate  in  the 
ownership  or  purchase  the  shares?     A.  ISTo,  sir. 

Q.  He  was  the  only  one  that  approached  you  on  that  subject? 
A.  Yes. 

Q.  And  that  is  true  since  you  first  had  the  matter  in  con- 
templation to  the  present  time?     A.  Yes,  sir. 

Q.  And  did  Mr.  Harriman  approach  you  after  the  time  when 
you  had  those  several  interviews  within  the  few  days  that  you 
have  mentioned?  A.  Oh,  our  relations  were  re-established,  and 
they  are  pleasant  now. 

Q.  What  I  meant  is  whether  he  sought  to  acquire  any  of  the 
stock  of  the  Equitable  since  that  time?  A.  ISTo;  he  became  sat- 
isfied that  I  would  not  part  with  that  stock  to  him  or  anybody 
else. 

Q.  I  think  my  question  with  regard  to  the  Washington  Life 
was  when  you  acquired  an  interest  in  that  company?  A.  I  think 
it  must  be  about  a  year  ago,  Mr.   Hughes. 

Q.  What  was  your  interest  then  ?  A.  Governor  Morton,  with 
whom  I  am  associated  in  business,  has  been  a  director,  had  been 
a  director  of  the  Washington  Life  for  forty  or  fifty  years,  since 
its  foundation,  and  it  came  to  his  knowledge  after  his  return  from 
Europe  after  a  long  stay  that  the  capital  of  the  company  had 
been  wiped  out  and  its  surplus  very  much  reduced.  He  looked 
into  the  matter,  and  after,  I  think,  there  had  been  a  move  on  the 
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part  of  the  insurance  department  to  close  up  the  ooncern,  I  think 
the  Governor  felt  at  his  time  of  life  he  could  not  afford  to  have 
an  institution  he  had  been  connected  with  so  long  come  to  grief, 
and  he  looked  into  the  matter  and  acquired — the  capital  stock  was 
increased  from  $225,000  to  $500,000  and  he  paid  an  amount — I 
think  $650,000  or  $675,000— for  that  new  stock,  which  made  up 
the  surplus  and  restored  the  company  to  prosperity  and  sound- 
ness, and  I  with  one  or  two  others  joined  him  in  subscribing  the 
money  to  do  that,  and  I  was  elected  a  director. 

Q.  Had  you  prior  to  that  time  had  any  interest  in  the  Wash- 
ington Life?    A.  Never. 

Q.  And  you  went  into  that  to  oblige  Governor  Morton,  is 
that  it?  A.  Well,  I  would  not  like  to  put  it  that  way;  I  went 
in  because — I  joined  in  because  he  wanted  it  done. 

Q.  How  much  of  the  stock  did  you  acquire?  A.  Governor 
Morton  —  he  intended  to  do  it  himself ;  I  acquired  one-third  of  it. 

Q.  What  increased  stock .     Of  the  increased  stock  or  of 

the  entire  amount  as  increased?  A.  Well,  the  Governor  also 
bought  pretty  nearly  all  of  the  $125,000  worth  and  required  the 
resignation  of  all  the  Directors  —  I  won't  say  all  the  Directors, 
but  a  very  large  portion  of  them,  and  all  the  officers  —  and  I  sub- 
scribed with  him  one-third  of  the  money  required  to  carry  out 
that  transaction.  He  then  afterward  secured  Mr.  Tatlock,  who 
had  been  for  many  years  connected  with  the  Mutual,  and  put 
him  in  charge,  and  I  think  it  is  a  very  prosperous  institution  — 
in  fact,  the  Governor  saved  it. 

Q.  You  are  not  an  officer  of  that  company?  A.  I  am  not  an 
officer. 

Q.  You  are  a  Director  ?     A.  I  am  a  Director. 

Q.  Are  you  a  Director  in  the  Equitable  ?    A.  No,  sir. 

Q.  Have  you  any  connection  with  any  other  insurance  com- 
pany aside  from  the  Washington  and  the  Equitable?  A.  Only 
as  a  policyholder. 

Q.  You  are  not  a  director  of  any  other  insurance  company? 
A.  No,  sir. 

Q.  Nor  a  stockholder  of  any  other  insurance  company?  A. 
No,  sir. 

Q.  And  not  interested  directly  or  indirectly  in  any  othei'  insur- 
ance company  ?    A.  No,  sir. 

Q.  You  have  not  been  at  all  ?    A,  No,  sir,  in  no  way. 

Q.  No  way  whatever? 
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MR.  CEAVATH :    Except  as  a  policyholder. 
THE  WITNESS :    Except  as  a  policyholder. 

Q.  Recurring  to  the  Equitable  situation  a  moment,  I  asked  you 
whether  you  had  made  recommendations  for  vacancies  in  the 
Boards.  Have  you  made  recommendation  with  reference  to  the  of- 
ficers to  be  elected  by  the  Board  ?  A.  Only  in  one  case,  and  that  in 
the  case  of  Mr.  Morton. 

Q.  And  what  led  you  to  make  that  recommendation  ?  A.  I  in- 
duced Mr.  Morton  to  come  to  New  York,  and  to  associate  himself 
with  me  in  another  enterprise  and  it  happened  about  that  time  that 
a  committee  appointed  by  the  Equitable  Life  were  trying  to  settle 
their  differences  and  adjust  matters,  and  one  of  the  committee 
waited  upon  Mr.  Morton  and  asked  him  if  he  would  allow  his 
name  to  be  used  as  chairman  of  the  Board.  It  happened — it  was 
a  coincidence — it  happened  just  at  that  time  that  I  was  negotiating 
to  buy  this  stock,  and  when  I  bought  the  stock  I  made  it  a  condi- 
tion that  Mr.  Morton  should  be  elected  because  I  thought  he  was 
a  proper  man — chairman  of  the  Board — and  that  every  officer  of 
the  company  should  put  his  resignation  into  Mr.  Morton's  hand. 
When  that  was  done — that  was  the  condition  I  made — ^when  that 
was  done  I  was  to  pay  them  the  money.  The  purchase  was  made 
on  Thursday  night  at  my  house,  and  on  Friday  Mr.  Morton  was 
elected,  and  Saturday  morning  I  gave  him  a  check  for  the  stock. 

Q.  What  was  your  object  in  insisting  on  the  resignations  and 
the  selection  of  Mr.  Morton  as  a  condition  of  your  purchase  ?  A. 
It  was  quite  evident  that  there  had  to  be  a  cleaning  out. 

Q.  We  may  be  advised  of  that,  but  I  think  the  record  should 
contain  it ;  that  is  the  reason  I  asked  the  question.  A.  A  further 
condition  was  that  Mr.  Morton  should  have  with  those  resignations 
a  free  hand  to  reorganize  the  Equitable  Society  without  interfer- 
ence from  anybody. 

Q.  That  was  given  to  him  ?     A.  That  was  given  him. 

Q.  Now,  have  you  made  any  suggestions  to  Mr.  Morton  as  to 
the  persons  that  should  be  employed  or  appointed  as  officers  or 
employed  by  the  Society?  A.  None  whatever.  He  has  talked 
with  me  from  time  to  time  about  men. 

Q.  Still,  is  it  not  the  fact  that  he  has  tried  to  carry  out  your 
wishes  in  the  management  of  the  institution?  A.  No,  I  would 
not  say  that,  Mr.  Hughes.  He  is  there  to  carry  out  reforms  in 
the  Equitable  for  the  benefit  of  the  policyholders. 
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Q.  Do  you  yourself  attempt  through  Mr.  Morton  in  any  way 
to  exercise  any  control  over  the  management  of  the  Equitable? 
A.  No,  I  do  not. 

Q.  Does  he  advise  with  you  as  to  what  should  be  done?  A.  If 
he  talks  to  me — sometimes  he  talks  to  me — I  have  never  been  in 
the  building  but  twice  since  I  bought  the  stock. 

Q.  Does  he  give  his  whole  time  to  the  Equitable  ?  A.  Entirely ; 
he  has  severed  from  the  enterprise  that  he  was  to  go  in — he  has 
severed  that  entirely. 

Q.  Have  any  other  persons  been  appointed  officers  of  the  com- 
pany or  elected  to  places  upon  the  Board  who  are  associated  with 
you  in  business  ?  A.  I  think  not ;  I  don't  know  of  any.  I  would 
have  to  look  that  up. 

Q.  It  may  not  have  been  fully  developed  as  to  the  manner  in 
which  Mr.  Morton's  name  came  up  in  the  first  instance.  I 
think  you  mentioned  something  about  a  committee  having 
waited  upon  him:  what  was  that  committee?  A.  That  was  a 
committee  of  three,  I  think. 

Q.  Of  the  Board?  A.  Of  the  Board  of  Directors  of  the 
Equitable  —  the  old  Board.  He  was  elected  —  he  was  really 
elected  by  the  old  Board  of  Directors  and  I  doubt  if  more  than 
one  or  two  of  the  members  knew  I  purchased  the  stock  when  he 
was  elected. 

Q.  And  who  were  the  sub-committee  ?  A.  I  only  remember 
Mr.  Moffatt,  of  Denver,  Colorado. 

Q.  And  who  waited  upon  Mr.  Morton?    A.  Mr.  Moffatt. 

Q.  Had  you  suggested  to  any  one  prior  to  that  time  the  avail- 
ability of  Mr.  Morton?  A.  ISTo,  I  was  very  sorry  that  the  ques- 
tion came  up  at  that  time. 

Q.  It  was  an  entire  surprise,  it  came  up  with  regard  to  Mr. 
Morton  ?     A.  Oh,  yes,  I  never  heard  of  it. 

Q.  Then  you  took  it  up  with  him  and  the  sub-committee  ?  A. 
ISTo,  I  took  it  up  with  Mr.  Morton.  I  think  I  talked  with  Mr. 
Moffatt. 

Q.  That  was  at  a  time  when  you  were  considering  the  pur- 
chase of  the  stock?  A.  Well,  it  was  perhaps  two  or  three  days 
before  it  all  occurred. 

Q.  Then  when  you  did  consider  the  purchase  of  the  stock  it 
had  virtually  been  decided  that  Mr.  Morton  would  become  chair- 
man of  the  Board  or  that  was  under  consideration?  A.  Well,  1 
think  that  if  I  had  not  purchased  the  stock  —  I    think    that    I 
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should  have  released  —  if  I  had  become  convinced  that  the  ma- 
jority of  the  Board  would  vote  for  him  as  chairman,  I  think  I 
should  have  released  him  from  his  obligation  to  me. 

Q.  In  the  other  enterprise  with  which  he  was  connected?  A. 
In  the  other  enterprise. 

Q.  And  as  it  turned  out  when  yon  were  willing  to  buy  the 
stock  you  made  it  a  condition  that  they  should  put  Mr.  Morton  in 
charge  and  have  a  house-cleaning  ?    A.  That  is  right. 

Q.  That  was  the  effect  of  it.  It  is  suggested  to  me  that  it  was 
your  purpose  in  buying  the  stock  to  have  a  reorganization  of  the 
management?  A.  It  would  ha\e  hardly  been  worth  while  to 
have  bought  the  stoci;  unless  that  was  done. 

Q.  But  what  I  was  particularly  anxious  to  bring  out  fully  and 
completely  was  whether  you  as  beneficial  owner  of  the  stock, 
through  the  executive  officers  of  the  company  directly  or  indirectly 
are  really  controlling  the  management  of  the  Equitable  ?  A.  I 
am  not,  Mr.  Hughes,  in  any  way. 

Q.  Are  you  doing  anything  in  regard  to  the  management  of 

the — .     For  example  take  the  matter  of  buying  and  selling 

securities,  are  you  consulted  with  regard  to  that?  A.  Absolutely 
not. 

Q.  I  have  not  asked  you  whether  you  sold  securities  to  the 
Equitable?    A.  Never. 

Q.  And  with  regard  to  the  making  of  collateral  loans,  are  you 
consulted  in  regard  to  that?  A.  No,  sir;  that  is  in  the  hands  of 
the  Finance  Committee. 

Q.  Are  loans  made  to  enterprises  for  the  benefit  of  enterprises 
with  which  you  are  associated  ?  A.  Not  that  I  know  of  —  in  fact 
I  answer  that  no,  I  know. 

Q.  Do  you  fix  the  salaries  of  those  that  are  employed  —  I  do 
not  mean  formally,  of  course  you  do  not  do  that,  but  I  mean  in 
effect?     A.  I  do  not. 

Q.  Do  you  have  anything  to  do  to  determine  what  they  shall  be 
paid  ?    A.  No,  sir. 

Q.  So  we  are  to  understand  that  the  management  is  left  in  the 
hands  of  the  executive  officers  under  the  responsibility  of  the 
Board,  and  the  Board  is  elected  apart  from  any  recommendation 
of  yourself  by  those  three  Trustees  ?    A.  Absolutely,  unreservedly. 

Q.  Were  yon  consulted  as  to  the  salary  that  Mr.  Morton  was 
to  be  paid?     A.  I  was  not. 
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Q.  Do  you  know  of  how  that  happened  to  be  fixed  or -anything 
about  it  ?  A.  I  don't  know  whether  it  was  fixed  by  the  Finance 
Committee  or  by  the  whole  Board. 

Q.  If  it  should  be  deemed  advisable  that  the  provision  in  the 
charter  for  the  election  of  three-fourths  of  the  directors,  giving 
each  policyholder  having  not  less  than  $5,000  one  vote  at  the  an- 
nual election  of  directors  should  be  carried  into  effect,  I  under- 
stand yoti  have  no  objection?  A.  I  do  not  know  what  the  effect 
of  that  would  be.     If  you  would  explain  it  to  me 

Q.  But  you  are  of  the  opinion  and  do  hold  the  opinion  that 
particular  provision  as  to  ascertain  whether  you  have  any  ob- 
jection to  any  laws,  whether  under  the  charter  or  outside  of  the 
charter  giving  all  the  policyholders  a  right  to  vote  for  directors  ? 
A.  An  amendment  ? 

Q.  Yes?    A.  ]S"o. 

Q.  But  you  are  of  the  opinion  and  do  hold  the  opinion  that 
the  stock  should  have  a  minority  interest  in  the  Board? 

ME.  CEAYATH:  The  Trustees,  he  said,  under  the  trust  ar- 
rangement. 

Q.  "Well,  that  the  stock  under  the  trust  arrangement?  A. 
Yes. 

Q,  Should  have  a  minority  interest  in  the  Board?  A.  In 
other  words,  Mr.  Hughes,  I  think  this  plan  under  which  Mr. 
Cleveland  and  Mr.  Westinghouse  and  Judge  O'Brien  are  work- 
ing is  an  ideal  plan.  I  think  you  will  find  that  the  policyholders 
of  the  Equitable  Life  within  a  year  will  become  just  as  much 
interested  in  directing  and  selecting  good  men  as  the  sharehold- 
ers of  a  railroad  company.  They  are  given  an  opportunity,  as 
I  understand  it,  a  proxy  is  sent  —  such  things  have  never  been 
done  before  —  proxies  are  sent  to  every  policyholder  just  as 
we  send  them  to  shareholders  in  railroads.  I  think  in  the  future 
the  policyholders  of  all  these  companies  are  going  to  have  some- 
thing to  say  about  the  management  and  who  shall  be  Directors. 

Q.  Of  course  a  great  deal  depends  in  such  a  case  upon  the 
personnel  of  the  Trustees?     A.  Entirely. 

Q.  And  you  have  selected  very  distinguished  Trustees  ?  A.  I 
tried  to. 

Q.  And  we  trust  they  will  live  long  ?  A.  I  hope  so.  They  will 
be  replaced  if  they  do  not  live  by  equally  good. 

Q.  Is  there  any  plan  in  contemplation  to  reimburse  the  Trus- 
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tees  for  iheir  services,  or  to  compensate  them,  rather,  for  their 
services?  A.  I  should  not  say  that  there  V7as  any  plan  in  con- 
templation, but  I  think  there  ought  to  be. 

Q.  Thej  ought  to  be  paid  for  their  services,  but  at  present  it 
stands  simply  as  a  public  service  unrewarded,  from  your  stand- 
point?   A.  Yes. 

BY  THE  CHAIRMAN": 

Q.  Without  any  actual  or  implied  obligation  on  any  one  to 
compensate  them?    A.  None  whatever. 

BY  ME.  COX: 

Q.  In  view  of  your  peculiar  relationship  to  the  policy  holders 
and  the  fact  that  perhaps  under  the  law  this  trust  relationship 
cannot  be  continued  by  you,  do  you  not  think,  the  public  are 
very  much  interested  or  should  properly  be  interested  as  to 
whether  or  not  demand  may  be  made  upon  you  for  the  sale  of 
your  stock?     A.  Whether  they  may  be  made? 

Q.  Yes,  whether  or  not  demands  may  not  be  made  upon  you 
to  sell  your  stock  ?  A.  Well,  I  should  only  sell  it  under  the  trust 
deed,  I  could  only  deliver  —  what  have  I  got,  Mr.  Cravath,  the 
receipts?     I  simply  have  receipts  for  this  stock 

ME.  CEAVATH :  I  do  not  think  you  have  anything. 

THE  WITNESS:  No. 

Q.  That  is  the  situation  at  the  present  time?     A.  Yes. 

Q.  But  is  there  not  a  serious  question,  as  you  have  been  ad- 
vised by  your  counsel,  as  to  whether  or  not  this  trust  can  be 
continued  indefinitely  under  the  statutes?  A.  Well,  I  suppose 
there  is  a  question.  It  cannot  be  continued  longer  than  five 
years,  as  I  understand. 

•Q.  Then  you  may,  in  fact,  become  at  the  end  of  five  years  the 
absolute  owner  of  this  stock  again  ?  A.  Yes,  but  I  have  agreed 
in  the  trust  deed  to  continue  it  at  the  end  of  each  five  years. 

Q.  Well,  perhaps  that  may  not  be  a  valid  agreement,  in  view 
of  the  statutes.  A.  Well,  I  do  not  know  whether  it  is  or  not.  T 
mean  to  do  it;  I  mean  to  carry  out  my  agreements  in  that  deed. 
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BY  ME.  HUGHES: 

Q.  I  suppose  Mr.  Cox  desires  to  direct  your  attention  to  the 
fact  that  either  you  or  those  who  may  succeed  you  in  beneficial 
stock  ownership  may  be  subject  to  demand  or  pressure  for  the 
purpose  of  acquiring  the  interest  in  tbe  stock  of  suoh  a  corpora- 
tion.    That  was  it  ? 

MR  COX :   That  was  the  purpose  of  it. 

A.  That  is  very  possible. 

BY  ME.  COX: 

Q.  And  is  it  not  very  important,  from  the  public  standpoint 
under  these  circumstances,  that  the  public  should  be  advised  as 
to  the  nature  of  the  demands  that  have  been  made  and  may  be 
made  in  the  future  ?     A.  Well 

Q.  Do  you  not  so  regard  it?  A.  'So.  I  think  that  is  ended, 
Mr.  Cox. 

Q-  That  incident  is  perhaps  closed,  but  is  it  not  illustrati\e  of 
other  incidents  that  might  occur?  A.  They  might  occur.  The 
Trustees  would  have  something  to  say  about  that,  though. 

Q.  In  that  sense  do  you  not  think  the  public  is  vitally  con- 
cerned in  that  question  ?     A.  I  think  not,  Mr.  Cox. 

Q.  Well,  do  you  regard  your  ownership  as  being  personal  to 
such  an  extent  that  the  public  is  not  interested  in  such  demands  ? 
A.  Xo,  I  do  not.  I  have  transferred  the  stock  to  these  Trustees. 
I  have  no  control  over  it.'  I  do  not  assume  that  I  have  control 
f»r  the  purpose  of  voting  that  stock  for  any  purpose  whatever, 
that  is,  in  regard  to  the  control  of  the  Society. 

Q.  Is  not  your  obligation,  however,  to  continue  that  trust  re- 
lationship personal  rather  than  one  that  would  be  imposed  upon 
your  estate  if  you  should  die  ?  A.  Well,  I  guess  you  are  right 
about  that.  The  lawyers — and  I  understand  Mr.  Cravath  is  try- 
ing to  work  out  some  plan.  I  think  that  any  provision  in  my 
will  would  be  carried  out. 

Q.  Do  you  think  you  can  work  it  out  without  the  aid  of  legis- 
lation ?     A,  I  think  so. 

Q.  Have  you  been  advised  ?     A.  No,  I  have  not. 

BY  ME.  HUGHES: 

Q.  You  probably  understaTid  the  infirmity  in  the  arrangement, 
Mr.  Eyan,  that  there  is  no  way  compelling  you A.  I  under- 
stand that 
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Q.  (Continuing.)  To  renew  this  arrangement  or  to  specifically 
enforce  an  agreement  to  carry  a  trust  control  beyond  the  period 
which  the  law  provides  for  it?     A.  I  understand  that. 

Q.  Yes?     A.  But  I  have  an  obligation. 

Q.  Yes  ?     A.  I  have  assumed  an  obligation. 

Q.  An  obligation  binding  upon  your  conscience?  A.  I  con- 
sider it  as  if  I  had  signed  a  note. 

Q.  And  If  the  matter  could  by  legislation  be  placed  in  a  posi- 
tion where  the  policyholders  would  have  the  right  beyond  ques- 
tion to  have  a  majority  selected,  that  would  be  entirely  in  accord- 
ance with  your  approval?  A.  Entirely  in  accordance  with  my 
approval. 

Q.  But  not  that  they  should  have  the  right  to  elect  all  the 
directors,  to  the  exclusion  of  the  stock,  unless  it  was  properly 
retired?     A.  'No. 

Q.  That  is  the  summary  of  your  position?     A.  Yes. 

BY  MR  COX: 

Q.  You  have  referred  to  the  stock,  that  possibly  this  may  be 
taken  care  of  by  your  will,  have  you  not,  just  now  ?     A.  Yes. 

Q.  Well,  that  is  rather  assuming  that  you  do  have  such  an  in- 
dividual ownership  of  this  stock,  that  you  can  convey  It  by  will  ? 
A.  Well,  I  assume,  without  having  any  consultation  with  my 
eoimsel  about  that,  I  have  assumed  that  some  plan  would  be 
worked-^ut  by  which,  by  giving  directions  in  my  will,  that  the 
trust  would  be  continued  just  as  it  is,  just  as  any  other  provision 
of  my  will.  In  fact,  what  I  have  tried  to  do  is  as  far  as  the  law 
would  allow,  to  divest  myself  of  any  control  of  the  voting  power 
of  this  stock,  and  I  would  have  gone  much  further  if  the  law 
would  have  allowed  it. 

ME.   HUGHES :   That  is  all,  Mr.  Eyan. 

CHAELES  M.  TUENEE,  resumed: 

BY  ME.  HUGHES : 

Q.  Mr.  Turner,  has  the  Agency  and  Investment  Company  any- 
thing to  do  with  your  investments?     A.  ISTo,  sir. 

Q.  Does  the A.  You  mean  with  the  investments  of  the 

Security  Mutual? 

Q.  With  the  investments  of  the  Life  Association  or  Life  In- 
surance Company?     A.  No. 
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Q.  Has  it  any  investments  of  its  own?     A.  No. 

Q.  Has  it  any  Finance  Committee  ?    A.  ISTo. 

Q.  Its  name,  Investment  Company,  does  not,  then,  import  that 
it  has  anything  to  do  v^ith  your  investments?     A.  No,  sir. 

Q.  That  is  the  investments  of  the  insurance  company?    A.  No. 

Q.  Or  that  it  does  any  investment  business  ?     A.  No,  sir. 

Q.  You  have,  recently  erected  a  building  at  Binghamton?  A. 
I  would  not  answer  what  its  powers  are  as  to  investments. 

Q.  I  am  not  talking  as  to  its  powers,  but  whether  it  is  in  the 
investment  business,  and  whether  it  is  actually  carrying  out  such 
a  business?     A.  No. 

Q.  You  have  recently  erected  a  home  office  building?  A. 
Yes. 

Q.  What  amount  of  money  have  you  expended  upon  it?  A. 
On  the  building  or  on  the  site  of  it. 

Q.  You  can  divide  your  answer.  Did  you  first  buy  a  plot  of 
ground  and  erect  the  building  upon  that  plot?  A.  We  bought  a 
plot  of  ground.  We  bought  two  blocks,  two  adjoining  blocks, 
and  the  gi-ound  upon  which  it  was  erected,  for  which  we  paid  one 
hi  J- d  red*  and  five  thousand  dollars. 

Q.  What  is  the  size  of  the  plot?  A.  The  entire  site  is  now 
se\'eiity-three  and  one-half  feet  on  Court  street  by  one  hundred 
and  forty  feet  on  Exchange  street,  and  it  runs  somewhat — it  is 
mil  as  wide  at  its  southern  terminus  as  it  is  on  Court  street,  and 
I  think  it  is  about  seventy-one  or  seventy-two  feet  now,  but  it  was 
only  sixty-nine  and  one-half  feet,  I  think,  until  we  purchased  from 
the  adjoining  property  a  small  parcel  of  land,  commencing  at  a 
point  and  running  to  make  our  building  as  square  as  we  could, 
without  an  angle,  to  three  feet  wide  on  the  other  side,  for  which 
we  paid  five  hundred  dollars  additional. 

Q.  Did  you  pay  the  market  value  of  the  property  ?    A.  Yes. 

Q.  Did  you  pay  any  more  than  the  market  value  ?  A.  I  do  not 
think  so.  I  think  it  was  a  good  purchase.  I  think  we  paid  the 
value  of  it,  but  I  do  not  think  we  paid  any  more. 

Q.  What  has  the  construction  of  the  building  cost  you?  A. 
Well,  we  are  not  entirely  through,  Mr.  Hughes.  There  were  two 
contracts  which  were  unsatisfactory,  and  which  we  declined  to  pay 
as  yet.  But,  my  impression  is  that  the  construction  cannot  cost 
us  to  exceed  five  hundred  and  sixty  five  thousand  dollars. 

Q.  Making  the  entire  cost  how  much?  A.  Six  hundred  and 
seventy  thousand  dollars. 

Q,  And  up  to  December  31st  last  you  had  expended  on  this 


3488  Legislative  Insurance  Investigation. 

building  and  tlie  plot  how  much  ?  A.  I  could  not  tell.  Our  re- 
port will  show. 

Q.  Your  report  shows,  I  believe,  it  is  six  hundred  and  forty- 
four  thousand  five  hundred  and  ten  dollars  ?  A.  Well,  does  it, 
or  does  it  not  include  other  real  estate  ? 

Q.  I  think  it  includes  other  real  estate.  A.  Which  amounts 
to  about  ten  thousand  dollars. 

Q.  And  where  is  the  other  real  estate  located?  A.  It  consists 
of  two  pieces  of  property,  one  a  residence  property  on  Court  Street, 
upper  Court  Street,  and  a  residence  property — where  is  that  ? 

Q.  In  Binghamton  ?  A.  Yes,  sir,  both  of  them.  I  do  not 
know  the  name  of  the  other  one..  The. street  upon  which  the  other 
l^roperty  is;  it  is  a  small  property,  something  like  fifteen  hundred 
dollars. 

Q.  What  income  do  you  receive  from  the  building  you  have 
erected  ?  A.  The  building  was  not  completed  until  the  1st  of 
August,  therefore  we  received  no,  income  until  that  time,  and,  of 
course,  were  debarred  from  making  very  many  leases,  which  we 
otherwise  would  have  done,  had  the  building  been  completed  on 
the  1st  of  April,  or  the  1st  of  March,  as  contemplated  ii?  the  con- 
tract, or  as  agreed  to.  We  now  have  a  lease  upon  the  building  of 
about  forty-one  thousand  dollars,  inclusive  of  our  own  occupancy. 

Q.  What  do  you  mean  by  that,  that  you  have  a  lease  upon  the 
building?     A.  That  we  have  different  stores  and  offices  rented. 

Q.  With  a  gross  income  of  about A.  With  a  gross  in- 
come of  about  forty-one  thousand  or  forty-two  thousand  dollars 
a  year,  inclusive  of  the  space  that  we  occupy  as  a  company. 

Q.  What  do  you  figure  as  the  rental  value  of  the  space  you  oc- 
cupy ?    A.  Fifteen  thousand  dollars. 

Q.  What  is  the  rental  value  of  the  space  occupied  by  the  First 
National  Bank  of  Binghamton  ?    A.  Eight  thousand  dollars. 

Q.  What  rent  does  the  First  ISTational  Bank  pay?  A.  Eight 
thousand  dollars. 

Q.  Is  that  rent  of  the  First  National  Bank  fixed  upon  the 
same  basis  as  other  tenants'  rent?  A.  It  is  a  higher  rent  than 
any  we  get,  Mr.  Hughes ;  it  is  the  most  desirable  comer  we  have, 
and,  therefore,  a  higher  rent,  a  considerable  higher  rent  than  we 
collect  in  any  other  portion  of  the  property. 

Q.  Well,  is  it  an  adequate  rental  ?  A.  Yes,  sir,  it  is  so  much 
so  that  many  of  the  directors  of  the  First  ISTational  Bank  were 
quite  inclined  not  to  make  the  move,  and  seriously  objected  to  it. 
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I  want  to  state  further,  Mr.  Hughes,  in  connection  with  that,  that 
when  the  rental  was  made,  which  is  a  lease  for  twenty  years,  is  it 
not,  Mr.  Jenkins  ? 

ME.  JENKINS :    It  is  ten  yesirs  with  a  renewal. 

THE  WITNESS:  It  is  a  ten  years'  lease,  with  a  renewal  of 
ten  years — that  at  the  time  that  lease  was  made  we  agreed  to  give 
the  _Fii-st  National  Bank  as  much  money  as  it  would  cost  us  to 
finish,  they  took  it  in  an  incomplete  state,  you  understand,  and  we 
agreed  to  give  them  as  much  money,  in  accordance  with  our  build- 
er's estimate,  as  it  would  cost  us  to  complete  the  space  they  oc- 
cupied for  offices,  and  they  were  to  fix  up  the  quarters  as  they 
chose.    We  gave  them  fifteen  thousand  dollars. 

Q.  You  mean  tljat  you  paid  out  for  the  completion  of  the 
quarters  of  the  First  National  Bank  $15,000?    A.  Exactly  so. 

Q.  Not  that  you  gave  the  money  to  the  bank?  A.  Oh,  no,  I 
did  Hot  mean  that,  I  did  not,  of  course,  mean  that. 

Q.  In  other  words,  you  made  a  lease  to  the  bank  on  the  theory 
that  the  premises  were  completed?    A.  Yes. 

Q.  And  then  you  spent  the  money  necessary  to  put  them  in 
fihape?    A.  Well,  hardly  that. 

ME.  HUGHES:    Explain  it,  Mr.  Jenkins. 

ME.  JENKINS:  The  lease  was  made  to  the  bank,  Mr. 
Hughes,  upon  the  theory  that  their  premises  were  to  be  finished. 
on  the  same  degree  of  fineness  that  the  rest  of  the  building  was 
finished,  and  it  was  estimated  by  men  who  were  appointed  for  that 
purpose  that  it  would  cost  $15,000  to  finish  those  quarters  similar 
to  the  other  parts  of  the  building  on  those  two  floors.  The  Se- 
curity Mutual  Life  Insurance  Company  agreed  to  pay  towards 
the  fixing  up  of  those  quarters  $15,000,  and  any  that  they  spent 
over  and  above  it  they  must  pay  themselves. 

THE  WITNESS:  In  other  words,  we  agreed  to  finish  to 
the  same  expense  that  we  would  for  any  tenant  who  would  have 
occupied  those  quarters.  Now,  the  actual  cost  of  finishing  the 
space  which  the  bank  occupies,  I  understand,  has  been  about 
$35,000.  Am  I  not  correct?  All  of  which,  assuming  that  their 
lease  expiies  at  the  expiration  of  ten  years  will  belong  to  the 
building,  except  the  counters  and  the  safe  which  they  put  in, 
110 
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Q.  Have  you  any  arrangement  by  wliicli  you  can  increase  thf 
rent  on  any  renewal  of  the  lease?    A.  No. 

Q.  It  is  a  flat  rent  of  $8,000  for  ten  years,  with  an  option  for 
the  bank  to  renew  for  another  ten  years  at  the  same  rental?  A. 
Yes.  I  would  like  to  state  further,  that  at  the  end  of  that  period 
it  may  be  a  valuable  lease  to  the  bank,  but  they  are  paying  now 
probably  in  excess  of  the  rental  value  of  the  property.  It  was 
estimated  to  be  by  real  estate  men — or  a  real  estate  man  I  would 
say  rather — who  was  a  director  of  the  bank,  that  the  rental  value 
■of  the  bank  would  not  at  the  present  time  exceed  $6,000.  One  of 
your  Committee  knows  the  property,  and  can  tell  you  all  about  it. 

Q.  What  do  you  estimate  will  be  the  entire  amount  which  will 
be  received  from  the  building  when  it  is  completed,  per  annum? 
A.  Inclusive  of  the  rental  which  our  company  pays  of  $15,000, 
which  is  upon  the  same — well,  it  is  really  upon  a  lesser  basis — 
inclusive  of  that  the  rental  will  be  about  $52,000  or  $53,000, 
which  will  include  the  moneys  we  have  received,  10  per  cent,  for 
the  fixing  we  have  done,  which  is  part  of  the  real  estate,  and 
counted  in  th&  $650,000  I  have  given  you. 

Q.  You  will  have  a  gross  rental  then  of  about  $52,000  or 
$53,000?    A.  Of  over  $50,000,  we  can  safely  say. 

Q.  What  will  be  your  expenses  on  the  building?  A.  As  near 
as  I  can  judge,  from  what  time  we  have  occupied  it,  they  hare 
assessed  us  quite  heavily,  our  taxes  will  be  heavy,  about  $20,000 
or  $21,000. 

Q.  You  expect  to  net  about  $30,000  on  the  building?  A.  I 
do,  sir. 

Q.  At  what  rate  are  your  present  expenses?  A.  In  the 
building  ? 

Q.  Yes.  A.  Well,  without  figuring  up,  I  could  not  tell  you, 
because  I  do  not  know.  I  have  figured  it  up,  and  as  I  tell  you, 
with  the  building  occupied  I  think  the  expenses  entire  will  come 
within  $21,000  per  year. 

Q.  Is  there  any  mortgage  on  the  building?     A.  There  is  none. 

Q.  According  to  your  last  report  your  total  ledger  assets  amount 
to  $3,138,252,  of  which  $1,474,800  consists  of  loans  to  the  policy- 
holders on  the  company's  policies  assigned  as  collateral,  leaving 
you  about  $1,700,000  of  other  assets.  Have  you  thought  it  ad- 
visable to  invest  as  much  as  one-third  of  your  assets,  exclusive  of 
liens  on  policies,  in  an  office  building?     A.  Yes,  sir. 

Q.  What  has  led  you  to  that  conclusion?  A.  I  believe  that  it, 
will  be  a  permanent  investment  for  at  least  four  per  cent.     Thaf 
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property  will  improve  in  value  rather  than  dinainish,  and  that 
whatever  benefit  the  company  may  get  by  liaving  a  home  office 
building  of  this  character  will  be  profit'  beyond  that,  but  that  the 
actual  investment  will  pay  us  from  one-half  to  one  per  cent,  more 
than  we  are  getting  on  such  bonds  as  bonds  in  this  city.  To  pay 
us  four  per  cent,  we  would  not  have  to  rent,  I  do  not  think,  to 
more  than  $48,000. 

Q.  "What  income  do  you  get  on  the  stock  you  hold  in  the  bank, 
for  which  you  paid  about  $44,000?     A.  It  pays  ten  per  cent. 

Q.  It  appears,  by  a  memoranduin  on  the  files  of  the  Insurance 
Department,  that  on  December  31,  1904,  the  total  amoiuit  of  your 
deposits  in  banks  amounted  to  $122,918.26,  of  which  $173,089.42 
was  in  the  First  National  Bank  of  Bingharaton.  You  had,  there- 
fore, a  total  of  about  $217,000  in  your  deposits  and  investments 
in  the  Eirst  National  Bank.  Do  you  consider  it  wise  to  have  such 
a  large  amount  in  one  basket?  A.  Yes,  sir,  if  those  figures  are 
correct,  I  consider  it  wise  to  have  most  any  amount  in  the  Firsl 
National  Bank. 

Q.  Why  do  you  keep  such  a  large  amount  of  money  on  de- 
posit? A.  We  do  not.  At  the  close  of  the  year  our  deposit 
with  our  regular  bank  with  which  we  are  doing  business  is  always 
larger  by  reason  of  the  fact  that  our  ^collections  during  December 
are  very  much  heavier  than  any  other  month. 

Q.  So  that  the  amount  on  deposit  at  the  end  of  the  year  is  not 
fairly  representative  of  the  average  amount  of  deposits?  A.  No, 
sir.     I  gave  you  a  statement  regarding  that. 

Q.  And  without  going  through  the  figures  in  detail,  the  fact  is 
that  they  are  considerably  less  at  other  periods?     A.  Yes. 

Q.  Who  passes  upon  the  collateral  loans  made  by  your  com- 
pany?    A.  The  Investment  Committee. 

Q.  And  who  are  on  the  Investment  Committee?  A.  I  under- 
stand  

Q.  Is  it  a  fact  that  until  a  recent  time  Mr.  Manier  has  done  it, 
the  Treasurer  attended  to  the  investments?     A.  It  is. 

Q.  And  when  was  the  practice  of  his  attention  to  it  changed? 
A.  I  do  not  know. 

Q.  And  now  it  is  attended  to  by  an  Investment  Committee? 
A.  Yes,  sir. 

Q.  What  is  the  Binghamton  Beet  Sugar  Company?  A.  It  was 
a  corporation  in  Binghamton. 

Q.  Has  it  removed  from  Binghamton?    A.  Yes,  sir. 
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Q.  Are  many  persons  interested  in  your  life  insurance  com- 
pany interested  in  that  company?  A.  They  were,  but  they  are 
not  now,  I  undrstand. 

Q.  You  mean  they  have  parted  with  their  interests  ?  A.  They 
have  sold  the  plant  entirely. 

Q.  To  where  has  the  plant  been  removed? 

ME.  JENKIE^S:  Idaho. 

A.  To  Idaho,  yes,  sir. 

Q.  Was  that  a  successful  concern  in  Binghamton?  A.  No,  sir; 
I  do  not  think  so. 

Q.  Is  its  stock  worth  anything  ?  A.  Well,  they  sold  the  plant 
for  upwards  of  a  million  dollars. 

Q.  They  sold  the  plant  ?    A.  Yes. 

Q.  Well,  not  knowing  exactly — ^how  did  it  work  out  ?  A.  -Well, 
I  do  not  know  much  about  the  Beet  Sugar  Company,  but,  after 
they  moved  it  to  Idaho — ^Mr.  Jenkins  can  tell  you  all  about  it,  h^ 
is  interested  in  it — after  they  removed  it  there  it  became  very 
valuable  in  prospect  and  was  sold  to  some  parties  in  that  country 
for  upwards  of  one  million  dollars  in  cash. 

Q.  What  did  that  net  to  the  stock?  A.  I  do  not  know.  I 
never  was  a  stockholder. 

Q.  Well,  it  appears  that  there  was  a  loan  made  in  August, 
1903,  to  the  Binghamton  Beet  Sugar  Company  of  five  thousand 
dollars,  on  its  notes  secured  by  eight  thousand  dollars  Bingham- 
ton Beet  Sugar  Company  bonds.  That  note  was  paid  this  year,; 
was  outstanding  at  the  end  of  last  year.  It  would  appear,  from 
the  fact  of  its  payment,  to  have  been  a  thoroughly  good  note,  but 
I  wanted  to  know  the  circumstances  of  the  loan,  so  that  we  might 
ascertain  just  what  was  done  by  your  company  in  such  matters? 
A.  Well,  Mr.  Hughes,  we  had  a  guarantee  outside  of  the  Beet 
Sugar  Company  stock ;  we  had  a  guarantee  of  the  payment  of  this 
loan  with  interest  from  parties  who  represented  something  like 
four  or  five  million  dollars,  in  perhaps  the  best  men  we  had  in 
the  country. 

Q.  That  you  had  on  one  loan,  but  did  you  have  it  on  all  loans  ? 
A.  I  think  so,  but  I  am  not  quite  sure  of  it. 

Q.  Did  you  have  all  the  stock  of  the  company  up  as  collateral, 
in  addition  to  the  individual  guarantee  ?  A.  I  could  not  tell  you. 
I  know  that  we  did  not,  because  the  stock  of  the  company  was  one 
million  dollars,  was  it  not,  Mr.  J  enkins  ? 
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ME..  JENKINS:     I  believe  five  hundred  thousand. 
THE  WITNESS:     Five  hundred  thousand. 

Q.  Did  not  you  have  one  hundred  and  ten  thousand  dollars 
preferred  and  three  hundred  and  thirty  thousand  dollars  com- 
mon, the  entire  capital  stock  of  the  company,  up  as  collateral? 
A.  I  do  not  laiow.     I  have  stated  the  facts  to  you. 

Q.  Were  your  officers  interested  in  that  concern?  A.  Mr. 
Jenkins  and  Mr.  Phelps. 

Q.  Mr.  W.  G.  Phelps,  the  president  of  the  Binghamton  Na- 
tional Bank?  A.  Yes,  sir;  and  I  think  Mr.  Z.  B.  Phelps,  his 
brother,  who  was  our  comptroller. 

Q.  They  were  the  parties  who  controlled  the  Binghamton  Beet 
Sugar  Company  ?     A.  No,  I  do  not  think  they  controlled  it. 

Q.  The  loan  was  really  made  upon  the  strength  of  the  indi- 
-i'idual  guarantees  rather  than  upon  the  strength  of  the  stock? 
A.  No,  sir,  I  think  not.     We  required  the  additional  guaranty. 

Q.  Mr.  Jenkins  corrects  me,  and  I  should  have  stated  to  you 
that  the  five  thousand  dollars  loan  was  secured  by  bonds.  A. 
Keally,  I  don't  know  very  much  about  the  transaction  person- 
ally. I  did  know  at  the  time  that  the  personal  guaranties  which 
we  had  were  worth  one  hundred  times  the  loan,  so  I  was  not 
particularly  worried  about  it. 

Q.  Well,  both  loans  have  been  paid  ?     A.  Yes. 

Q.  And  your  company  has  not  lost  anything?     A.  No,  sii. 

Q.  So  what  I  want  to  get  at  mainly  is  whether  in  the  opera- 
tions of  your  company  the  persons  who  are  interested  in  some 
other  concern  are  able  to  get  loans  without  its  being  passed  upon 
by  any  other  person  ?  A.  We  have  recently  passed  a  resolution 
that  no  officer  or  director  of  our  company  can  borrow  any  money 
from  the  Security  Mutual. 

Q.  When  was  that  passed  ?    A.  I  couldn't  say  about  that. 

ME.  BACON:  A  few  months  ago. 

Q.  A  few  months  ago?  A.  It  was  during  this  investigation, 
I  could  tell  you  that. 

Q.  And  prior  to  that  you  were  more  indulgent  in  your 
method?  A.  Prior  to  that  time  we  loaned  to  any  officer  or  di- 
rector of  the  company  that  wanted  to  borrow  the  money  if  he 
put  up  the  proper  collateral. 

Q.  And  did  you  have  any  one  to  pass  upon  the  collateral  in- 
dependent of  the  officer  who  wanted  the  money?    A.  Yes,  sir. 
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Q.  Who  did  that?     A.  Mr.  Manier. 

Q.  The  treasurer?     A.  Yes. 

Q.  Did  anybody  else  besides  Mr.  Manier?  A.  I  think  the 
whole  investment  committee  did  then,  as  they  do  now,  but  Mr. 
Manier  is  independent  of  anybody  when  it  comes  to  a  matter  of 
that  kind. 

Q.  I  see  here  a  loan  made  to  D.  H.  Keifer 

THE  CHAIEMAN:  Before  you  leave  that  beet  sugar  loan, 
who  else  connected  with  the  Security  Mutual  were  in  the  beet 
sugar  company? 

MK.  HUGHES:  Mr.  Jenkins  says  he  can  explain  that  quite 
fully  when  he  goes  on  the  stand,  better  than  Mr.  Turner. 

THE  CHAIEMAIST:  Please  ask  him  what  other  officers  or 
directors  during  their  loaning  obtained  loans  from  the  com- 
pany as  far  as  he  can  remember  ?  He  says  they  loaned  to  of- 
ficers and  directors. 

MR.  HUGHES:  I  have  a  statement  here. 

Q.  ]^ow,  did  you  loan  to  Mr.  D.  H.  Keifer  ?     A.  Yes,  sir. 

Q.  April,  1900?     A.  I  do  not  know  the  date. 

Q.  Well,  it  is  stated  on  your  list  of  collateral  loans  $1,500? 
A.  Yes. 

Q.  ISTow,  that  appears  to  have  been  secured  by  thirty  shares 
of  the  Park  Slate  Company  of  Scranton,  Pennsylvania.  What 
was  the  security?  A.  I  do  not  know.  Mr.  Manier  made  the 
loan. 

Q.  Was  it  good  security  ?  Apparently  its  par  value  was  only 
$1,500,  the  amount  of  the  loan.  A.  I  do  not  know  anything 
about  it. 

Q.  Did  you  ever  hear  of  that  loan  before?     A.  Yes,  sir,  I  did. 

Q.  When  did  you  hear  of  it?     A.  I  knew  of  it  at  the  time. 

Q.  Did  you  know  of  the  security  at  the  time?  A.  I  don't, 
know  anything  about  the  security.  I  think  Mr.  Keifer  wrote  me 
and  requested  the  loan. 

Q.  Did  you  know  anything  about  this  Park  Slate  Company  ? 
A.  I  did  not,  I  say. 

Q.  This  is  the  same  Mr.  Keif-er  who  was  in  the  Insurance  Dcs- 
partment?     A.  Yes. 

Q.  How  did  you  come  to  make  a  loan  to  hjm?     A,  He  wrote 
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to  me  and  I  turned  the  matter  over  to  Mr.  Manier.  I  turn  all 
mvestments  over  to  him. 

Q.  Does  this  statement  and  record  of  collateral  loans  for  ten 
years  last  past  include  all  the  collateral  loans  made  by  your 
company  during  that  perioA?     (Handing  paper.)  A.  Yes. 

Q.  And  it  shows  all  the  loans  that  have  been  made  to  any  of- 
ficer during  that  period?  A.  This  was  given  to  me  by  Mr. 
Manier. 

MK.  JENKINS:  That  is  right. 

THE  WITNESS:  Yes,  it  does  include  everything. 

MR.  HITGHES:  I  will  offer  this  in  evidence  and  read  it  upon 
the  record. 

(Paper  marked  Exhibit  No.  652  and  read  by  Mr.  Hughes.) 

Q.  Now,  of  those,  the  officers  of  your  company  were  whom  ? 
Just  the  name?    A.  Z.  Bennett  Phelps,  F.  W.  Jenkins,  that  is  all. 

Q.  Z.  Bennett  Phelps,  is  he  an  officer?  A.  He  is  the  Comp- 
troller. 

Q.  Comptroller  of  the  company?    A.  Yes. 

Q.  You  omitted  to  mention  him?    A.  No,  I  said  his  name. 

Q.  Francis  A.  Phelps,  is  he  a  relative  of  your  Comptroller? 
A.  Yes. 

Q.  A  brother  of  Z.  Bennett  Phelps  and  W.  C,  Phelps  ?    A.  Yes. 

Q.  Jefferson  Kingman?    A.  No. 

Q.  Who  is  E.  W.  Doolittle  ?    A.  He  is  my  head  printer. 

Q.  How  did  it  happen  that  you  got  a  chattel  mortgage  on  what 
belonged  to  your  company?  A.  I  cannot  tell  you.  He  was  a  job 
printer  in  Binghamton  and  had  been  for  years,  and  I  induced  him 

to- We  started  in  a  printing  plant  and  I  induced  him  to  tnke 

charge  of  it,  and  the  first  agreement  was  that  he  was  t>  buy  it  and 
run  it  as  a  job  printing  plant,  and  we  were  to  pay  him  for  the 
printing  and  therefore  the  mortgage.  Now,  as  a  matter  of  fact, 
that  was  never  carried  out,  the  terms  of  that  agroemeut,  because 
afterwards  we  decided  to  own  the  plant  ourselves,  and  Mr.  Doo- 
little had  some  outside  printing  at  time,  which  he  does  not  do  now, 
but  he  did  some,  which  accounts  fof  the  payments  which  were 
made  on  our  mortgage. 

THE  CHAIEMAN";  We  will  now  take  a  recess  until  2.30 
P.  M.  sharp. 
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'  (  AFTEK  KEOESS. 

L 

CHAELES  M.  TUKNER,  resumed: 
BY  MR.  HUGHES: 

Q.  Have  you  a  committee  determining  the  amount  to  be  loaned 
upon  real  estate  mortgages?    A.  Yes,  sir. 

Q.  What  committee  is  that?    A.  The  Investment  Committee. 

Q.  Does  that  committee  really  act  upon  applications  for  loans  ? 
A.  Yes. 

Q.  What  system  have  you  for  appraisal  of  properties  ?  A.  Per- 
sonal inspection  of  the  committee  in  Binghamton.  I  will  say  that 
most  our  entire  real  estate  loans  are  in  Binghamton  and  in  the 
vicinity — a  large  proportion. 

Q.  Have  you  adopted  of  la^e  any  different  practice  in  regard  to 
your  loans  upon  bond  and  mortgage  than  formerly  existed?  A. 
No,  sir. 

Q.  It  has  been  your  practice  for  a  period  of  years  to  have  a 
regular  appraisal  and  applications  considered  by  a  committee  ?  A. 
A  regular  appraisal — not  a  regular  application. 

Q.  Have  the  matter  of  making  the  loans  considered  by  a  cojn- 
mittee?    A.  Yes. 

Q.  Are  there  any  mortgages  upon  properties  of  any  of  jour 
oiScers  held  by  the  company?    A.  Wo,  sir,  I  think  not. 

Q.  You  have  presented  here  a  list  of  real  estate  mortgages  up 
to  November  22,  1905.  Is  that  a  correct  list?  A.  That  is  a  cor- 
rect list. 

ME.  HUGHES:    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  653.) 

ME.  HUGHES :  I  won't  read  that  in  full.  It  is  a  detailed 
list. 

Q.  You  have  in  the  statement  of  securities  owned  by  your  com- 
pany a  large  number  of  New  York  City  bonds  or  city  corporate 
stock  and  Buffalo  bonds.  City  of  Cleveland  bonds,  Nassau  County 
bonds,  State  of  Georgia  bonds.  State  of  North  Carolina  bonds. 
According  to  the  statement  that  you  have  furnished  you  only  have 
three  investro.ents  in  securities  not  issued  by  public  bodies  ?  A.  J. 
think  that  is  correct. 
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Q.  Is  that  correct  ?    A.  I  think  that  is  correct. 

Q.  The  first  of  these  is  the  iu .  estment  you  have  already  meii- 
lioned  in  the  First  National  Bank  of  Binghamton  of  $20,000  par 
value  of  stock,  200  shares  at  cost  of  $44,000,  which,  I  understand 
you  to  say,  are  worth  that  amount  ?    A.  Yes,  sir. 

Q.  You  have  in  addition  investment  in  Oregon  Short  Line  re- 
funding fours  $10,000,  September  20,  1905,  carried  at  a  book 
value  of  $9,587.50,  and  $15,000  October  9th,  1905,  carried  at 
book  value  of  $14,335 ;  also  of  Illinois  Central  Railroad  bonds, 
St.  Louis  Division,  October  31st,  1901,  $10,000,  cost  $10,150  and 
interest.  Then  are  we  to  understand  that  you  only  have  one 
investment  in  stocks  ?    A.  That  is  all. 

Q.  And  that  is  the  First  National  Bank  of  Binghamton  ?  A. 
That  is  the  First  National  Bank  of  Binghamton. 

Q.  Are  you  in  any  way,  that  is,  your  company,  is  it  in  any  way, 
directly  or  indirectly,  connected  "^vith  any  other  business  institution 
save  the  Agency  and  Investment  Company  and  the  First  National 
Bank  of  Binghamton  ?    A.  No,  sir. 

Q.  You  have  said  that  you  did. not  participate  in  any  syndicate 
imderwritings.  I  have  forgotten  whether  I  have  asked  you 
whether  it  is  true  of  the  other  officers  of  your  company — is  it  ? 
A.  True  of  all  of  the  officers. 

Q.  And  has. that  been  true  for  a  period  of  years?    A.  Always. 

Q.  Does  any  officer  of  your  company  get  any  commission  or 
return  in  any  way  whatever  upon  the  business  done  by  your  com- 
pany other  than  what  you  receive  in  your  salary  through  the 
Agency  and  Investment  Company?     A.   No,  sir. 

Q.  Does  any  officer  of  your  company  receive  any  moneys  upon 
loans  upon  bond  or  mortgage  or  investments  in  securities  ?  A. 
No,  sir. 

Q.  Has  any  officer  of  your  company  ever  received  any  compen- 
sation or  return  or  commission  upon  any  such  transaction?  A. 
Never. 

Q.  That  is  all,  Mr.  Turner?  A.  Mr.  Hughes,  in  conclusion,  I 
would  just  like  to  make  one  statement  if  I  may  be  permitted  to  do 
so.  In  the  examination  of  some  companies  it  has  been  stated  that 
the  exchange  which  the  Security  Mutual  offered  its  policyhold- 
g,rs  - —  its  old  policyholders — were  similar  to  other  companies.  I 
merely  want  to  state  for  the  information  of  this  Committee  that  in 
no  case  is  the  organization  of  our  company,  or  no  case  of  exchange, 
has  there  ever  been  a  note — an  arbitrary  lien  placed  upon  any 
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policy,  only  a  lien  with  the  express  understanding  of  the  policy- 
holder and  signed  hy  him.  There  are  no  arbitrary  liens ;  and  since 
the  date  of  incorporation  have  paid  all  valid  claims  in  full  im- 
mediately on  receipt  of  proof,  and  that  where  we  have  raised  the 
cost  of  those  early  members,  that  the  insured  were  probably 
residents  of  Binghamton  and  people  to  whom  I  had  personally 
represented  in  my  opinion  the  premiums  to  be  adequate — you  un- 
derstand— •  and  that  in  making  the  increase  I  probably  depre- 
cated the  necessity  more  than  anyone  else  possibly  could,  but  it 
was  a  case  of  necessity,  and  there  was  a  class  of  policyholders, 
very  small — there  is  not  but  a  few  of  them,  but  they  would  be  pay- 
ing less  than  the  cost  of  insurance  and  I  could  not  continue  them 
without  their  paying  costs,  which  they  agreed  to  without  dis- 
crimination.   That  is  all  I  wish  to  say. 

Q.  Just  a  moment,  Mr.  Turner.  The  sixth  paragraph  of  the 
certificate  of  incorporation  or  declaration  of  incorporation  of  your 
company  provides  as  follows:     A.  That  is  the  last  incorporation 'i 

Q.  No,  that  is  the  original  incorporation  of  1886 : 

"  Policyholders  in  the  said  Association  shall  be  liable  only  for 
the  voluntary  payment  of  such  fees,  dues  and  assessments,  as  shall 
be  stated  in  their  respective  policies." 

What  was  the  reason  for  the  setting  forth  of  a  provision  like 
that?  A.  That  was  too — they  were  not  under  the  law,  as  I  con- 
cluded, but  to  make  sure  they  were  not  it  was  put  in  our  by-laws. 
That  means  this,  that  if  a  policyholder  had  been  in  the  Association 
for  a  term  of  years,  say  five  years,  and  then  he  should  lapse,  and 
there  should  appear — there  should  be  an  increase  in  payment.'i 
like  this  one  here — that  he  would  not  be  liable  for  any  increase 
unless  it  was  made  while  he  was  a  policyholder  in  the  company. 

Q.  Did  not  that  give  the  impression  that  the  policyholders- 
would  be  liable  only  for  the  amount  which  was  stated  upon  the 
face  of  their  policies,  as  payable  'i     A.  No,  sir,  in  no  way. 

Q.  Was  not  it  included  for  the  purpose  of  giving  that  impres- 
sion 'i     A.  No,  sir, 

Q.  One  of  your  policy  holders  writes  as  follows : 

"  My  policy  is  No.  144;  Mr.  Dunham's,  one  number  less. 
^Vhen  we  took  out  the  policy,  Mr.  Turner  told  us  he  had  the  best 
advice  and  named  Shepherd  Homans  as  the  actuary  upon  whose 
recommendations  he  was  acting.  Eegarding  records  on  cards. 
at  least  twice  I  have  seen  them;  Mr.  Turner  himself  brought 
them  out  when  I  went  to  his  ofiice  to  make  some  inquiries  about 
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my  policies;  he  told  me  that  was  the  way  the  record  was  kept 
and  showed  me  mine.     Upon  it  a  surplus  credited  to  my  policy." 

Now,  is  it  a  fact  that  you  had  taken  the  advice  of  Mr.  Homans  ? 
A.  I  never  stated  to  him  or  any  one  else  that  I  had  tak^n  the 
advice  of  Mr.  Homans. 

Q.  The  signer  of  this  letter  is  Mr.  John  McVeigh?  A.  I 
know  who  it  is,  I  suppose,  Mr.  Hughes. 

Q.  You  had  never  stated  to  him  or  to  Mr.  Dunham  that  you 
had  the  best  advice,  and  named  Mr.  Homans  as  the  actuary  upon 
whose  recommendation  you  were  acting  ?  A.  I  never  stated  any- 
thing of  the  kind  to  him. 

Q.  Now,  did  you  bring  out  cards  containing  records  and  show 
them  to  Mr.  McVeigh  ?  A.  Not  on  their  policies ;  I  brought  our 
the  card  which  I  explained  the  other  day,  which  Mr.  Howt 
made  up  on  my  own  policy,  and  from  which  I  made  the  state- 
ment. 

Q.  He  said  that  you  showed  liim  his  card?  A.  I  don't  think 
so — T  am  net  sure. 

Q.  With  the  surplus  credited  upon  it  to  his  policy  ?  A.  I  am 
not  sure,  but  I  don't  think  so. 

Q.  Isn't  it  a  fact  that  those  cards  have  disappeared  ?  A.  No, 
sir;  T  don't  think  so. 

Q.  That  they  have  not  been  available  since  the  time  arrived 
for  distribution  ?  A.  I  don't  think — I  don't  think  that  any  paper 
ever  disappeared  that  was  in  our  office.  Mr.  Hughes,  will  you 
let  me  explain  with  reference  to  Mr.  McVeigh  and  Mr.  Dunham, 
who  are  two  reverend  gentlemen  in  Binghamton,  pastors  of  Pres- 
byterian churches  ?  Those  two  gentlemen  took  policies  of  five 
thousand  dollars  each  soon  after  our  company  was  organized; 
they  were  told  exactly  as  everyone-  else  was  told  that  I  believed 
the  rates  amply  sufficient,  but  they  knew  as  intelligent  men — 
which  they  are — that  it  was  a  co-opera  cive  company  and  that 
there  was  a  liability  to  increase  cost  if  there  should  ever  be  the 
nocd. 

Now,  those  gentlemen  paid  their  jjromiums  semi-annually, 
and  for  two  or  three  years,  Mr.  Hughes,  they  never  paid  a  pre 
mium  without  coming  to  me  and  personally  expressing  them- 
selves as  doubtful  as  to  the  future  of  their  policy.  Each  time 
I  explained  to  them  that  there  was  that  liability.  It  must  be  un- 
derstood that  there  was — that  is  the  only  way  we  could  issue  a 
policy  at  the  premium. 
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Q.  Is  it  a  fact  that  .your  company  has  made  any  arrangement 
for  the  reinsurance  of  the  Bankers  Guarantee  Eund  Life  of  At- 
lanta, Georgia?     A.  We  did  reinsure  that  company. 

Q.  At  what  time  was  that?  A.  I  could  not  tell  the  date — can 
you  remember,  Mr.  Jenkins? 

MR.  JENKIlSrS:  Four  or  five  years  ago. 

Q.  What  did  you  do  on  the  reinsurance — did  you  issue  new 
policies  to  the  insured  by  your  company?  A.  No,  sir;  we  took 
the  business  as  it  was,  together  with  their  assets.  If  you  will  al- 
low me,  I  will  explain  that.  Mr.  Cofield  is  the  manager  of  that 
company;  he  was  placed  in  the  business  of  life  insurance  by  ma- 
did his  first  work  for  the  Security  Mutual;  afterwards,  after  nin- 
ning  it  for  two  or  three  years  he  decided  he  could  not  make  a 
success  of  it,  and  then  naturally  came  back  to  our  company,  and 
requested  that  I  reinsure  the  business.  They  had  something  like 
forty  thousand  dollars  assets  and  about  two  millions  dollars  of 
business,  which  was  all  young,  all  good  business,  and  procured 
and  selected  by  a  man  of  unquestionable  veracity,  and  we  ac- 
cepted the  business,  took  their  assets,  and  immediately  raised  all 
tne  policies  to  the  rates  at  attained  age. 

Now,  Mr.  Cofield  is  at  present  the  general  agent  for  our  com- 
pany in  Georgia  and  has  the  largest  business  of  any  one  single 
agency  on  our  books.  We  have  never  had  an  abnormal  death 
rate,  but  on  the  contrary  a  low  death  rate  on  the  business  all  the 
way  through,  which  was  a  very  advantageous  arrangement  to  oin- 
company,  as  we  now  have  over  five  millions  of  dollars  of  business. 

Q.  Did  you  pay  any  commissions  upon  the  transfer  of  that 
Business?  A.  I  paid  Mr.  Oofield — that  is,  I  made  contracts  with 
Mr.  Cofield — and  which  I  was  very  glad  to  do^ — allowing  him  the 
ordinary  commission  contract,  which  at  that  time,  as  I  told  you, 
was  one  of  the  ones  that  is  in  excess — 

Q.  Upward  of  seventy  per  cent?  A.  It  was  more  than  that 
— it  was  eighty,  in  my  opinion. 

Q.  Eighty  per  cent,  of  the  premiums  that  came  in  the  first 
year?  A.  Not  on  the  premiums  we  got  in  exchange.  We  paid 
no  commissions  on  that.  I  paid  him  on  his  new  business  under 
his  contract. 

Q.  What  did  you  pay  on  the  business  you  got  from  the  Bank- 
ers' Guaranty  Eund  Company?  A.  I  paid  on  future  premiums 
collected  a  five  per  cent,  renewal,  and  I  gave  Mr.  Cofield  a  three 
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tlionsand  dollar  salary  under  a  ten  years'  contract,  wliicli  has  been 
very  profitable  to  our  company. 

Q.  Then  when  you  took  new  business  in  exchange  for  the  old 
policies  of  this  association,  you  did  not  give  Mr.  Cofield  any  com- 
missions on  the  first  premrrims  of  that  business?  A.  We  did  not 
take  any  new  policies,  Mr.  Hughes. 

Q.  Well,  when  you  took  over  that  business  did  you  give  any 
commissions  on  it  other  than  a  five  per  cent,  renewal  ?  A.  Not  a 
dollar. 

Q.  It  is  suggested  to  me  that  you  may  have  told  Mr.  McVeigh 
that  you  had  based  your  rates  upon  data  obtained  from  Mr.  Ho- 
inans,  although  you  had  not  seen  him  personally.  A.  That  I 
should  have  explained.  I  did  tell  him,  and  showed  him  the  figures, 
and  he  knew  all  about  it — he  was  perfectly  cognizant  of  the  fact 
that  he  was  liable  to  an  increase,  if  the  mortality  exceeded  the 
grade  he  was  paying  and  absorbed  the  surplus,  which  was  done. 
And  at  considerably  less  than  a  ten-year  rate  he  has  been  carrying 
for  over  eighteen  years,  genuine  insurance,  his  policy  payable  in 
full  at  all  times. 

FEEDEEIC  W.  JEISTEINS,  called  as  a  witness,  and  being  duly 
sworn,  testified  as  follows : 

BY  ME.  HUGHES: 

Q.  Are  you  an  attorney  at  the  bar  of  the  Supreme  Court  of  the 
State  of  ISTew  York?    A.  I  am. 

Q.  How  long  have  you  been  an  attorney  of  that  court?  A. 
Kearly  twenty  years. 

Q.  And  you  are  an  officer  of  the  Security  Mutual  Life  Insur- 
ance Company  ?  A.  I  am  its  general  counsel  and  third  vice-presi- 
dent. 

Q.  And  you  have  been  connected  with  that  company  for  some 
years?    A.  Since  about  the  fall  of  1888,  as  I  recall  it. 

Q.  Did  you  have  anything  to  do  with  the  drafting  of  the  law 
which  became  Chapter  85  of  the  Laws  of  1898  and  appears  as 
Article  10  of  the  Insurance  Law  as  to  life  insurance  companies  on 
the  stipulated  premium  plan?    A.  Yes  and  no. 

Q.  What  did  you  have  to  do  with  it?  A.  The  Article  10  re- 
ferred to  by  you  was  first  shown  to  me  in  Albany  at  the  time 
which  Mr.  Turner  testified  to  yesterday.  On  that  date  or  on  sub- 
sequent dal"Es  prior  to  its  passage,  I  did  make  quite  a  number  of 
suggestions  as  to  its  phraseology  of  different  sections  of  that  law, 


3502  Legislative  Insurance  Investigation. 


Some  of  them  were  incorporated  and  some  were  not.  Before  tliat 
lime,  and,  in  fact,  during  the  winter  before  that  bill  was  drafted, 
I  was  in  Albany  a  number  of  times  in  connection  with  other  mat- 
ters and  other  clients;  I  was  not  at  that  time  an  officer  of  the 
Security  Mutual.  I  was  its  attorney  and  had  been  its  attorney  for 
a  number  of  years,  but  was  connected  with  my  law  firm  in  active 
practice  and  was  up  there  on  a  number  of  different  occasions,  and 
I  did  know  that  they  had  in  contemplation  the  preparation  of  a 
new  article ;  I  did  not  know  what  it  was  or  its  nature,  except  in  a 
general  way.  Afterwards,  when  the  bill  was  drawn  it  was  shown 
me,  and  I  made  suggestions  in  connection  with  it. 

Q.  Who  first  made  the  suggestion  that  there  should  be  a  bill 
applicable  to  what  were  called  stipulated  premium  companies? 
A.  T  do  not  think  I  ever  heard  the  law  called  stipulated  premium 
law  or  stipulated  premium  policies  until  the  time  we  were  in 
Albany,  but  away  back  in  1892, 1  think,  when  690  was  passed,  was 
it  not  —  1892 « 

Q.   1898  ?    A.  ]Sro,  Mr.  Hughes,  690  I  think  was  passed  in  1892. 

Q.  I  thought  you  meant  this  article.  Of  course,  690  was  passed 
in  1892.  A.  Yes.  At  that  time  I  was  interested  as  an  attorney 
for  this  company.  I  was  in  Albany  on  numerous  occasions  during 
the  time  of  the  drafting  of  different  portions  of  that  Chapter  690. 
At  that  time  I  had  some  ideas  as  to  what  I  would  like  to  see  go 
into  Section  6,  sub-division  6,  which  is  the  Assessment  Law.  I 
was  not  successful  in  getting  some  of  those  in,  and  from  that  time 
on  I  had  never  been  satisfied  with  the  law.  I  know  the  Depart- 
ment at  that  time  was  not  satisfied  with  the  law,  and  this  was  a 
general  growth  from  this  time  up  until  then. 

Q.  Who  suggested  the  provisions  of  the  stipulated  premium  law 
which  now  appear  in  Section  305  as  to  the  reserve  which  should 
be  required?     A.  I  have  not  the  remotest  idea. 

Q.  You  did  not  draft  that  part  of  the  bill?  A.  That  is  one 
thing  I  don't  know  much  about.     I  did  not,  sir. 

Q.  Is  it  your  xraderstanding  that  that  originated  in  the  Depart- 
ment?    A.   That  is  my  understanding;  yes,  sir. 

Q.  You  understood  that  that  was  a  very  good  thing  for  your 
company?  A.  When  we  get  to  talking  about  this,  I  am  giving 
my  impressions,  and  as  Mr.  Turner  says,  I  am  not  an  actuary.  My 
understanding  of  that  section  is — it  may  be  entirely  wrong — that 
Section  305  requires  a  larger  reserve  than  the  reserve  required 
under  Article  6,  and  as  this  law  was  injended  to  be  a  shelter  for 
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some  of  the  storm-tossed  craft  of  assessment  insurance  —  thai  we 
wanted  the  reserve,  if  anything, higher  than  it  had  been  previously, 
so  that  only  the  stronger  companies  could  get  imder  the  law.  I 
had  no  notion  but  what  a  number  of  companies  would  come  under 
the  law,  and  as  the  reserve  would  be  higher,  it  would  be  a  sort  of 
weeding  out  process  under  which  the  better  companies  could  get 
under  the  law  and  do  business. 

Q.  And  have  the  advantage  which  coming  under  the  law  would 
gi^•e  them  because  of  their  advertised  stability  ?    A.  Yes. 

Q.  The  reserve  was  put  at  a  less  amount  than  was  required  by 
old  line  companies  under  Article  2  ?  A.  I  do  not  so  understand  it. 
I  am  now  testifying  under  the  same  conditions  as  before.  My 
understanding  of  Article  10  is  that  it  provides  in  Section  306  for 
limited  payment  and  investment  insurance  under  which  the  re- 
ser^■cs  are  identical  with  those  under  Article  2. 

Q.  That  is  with  those  under  old  line  policies  ?  A.  Yes.  As  to 
the  policies  I  have  been  testifying  to,  that  so  far  as  the  other  poli- 
cies are  concerned,  known  as  stipulated  premivim  policies,  that  the 
resei-ve  would  be  larger  under  Article  2.  In  othr  words,  a  com- 
pany doing  business  under  Article  10  would  have  to  pay  on  its 
term  policies  a  larger  reserve  than  any  company  doing  business 
under  Article  2  in  this  particular. 

Q.  What  do  you  mean  by  its  term  policies  ?  A.  All  policies  are 
all  term,  aside  from  those  in  Section  306. 

Q.  Well,  you  had  a  policy  which  provided  for  the  payment  of  so 
much  at  death,  and  which  could  be  carried  during  the  lifetime^  of 
the  individual  ?    A.  Very  likely,  sir. 

Q.  I  will  not,  of  course,  trouble  you  with  an  actuarial  matter. 
A.  Xo.  What  I  want  to  say  is  this :  That  under  305,  as  it  comes 
back  to  me  now,  the  reserve  must  be  computed  upon  an  annual 
premium  payment,  while  the  reserve  under  term  policies,  the  re- 
serve is  computed  upon  the  payment  of  one  premium,  which  may 
be  quarterly  or  semi-annual,  it  would  be  less  than  Article  10. 

Q.  You  are  contrasting  one  year  term  with  one  year  term? 
A.  Yes. 

Q.  And  I  was  contrasting  a  stipulated  premium  policy  with  an 
ordinary  policy,  which  would  run  through  life  ?  A.  That  would 
not  be  fair. 

Q.  Which,  of  course,  would  be  a  matter  of  judgment.  You 
found  ultimately  that  your  company  was  the  only  one  that  was 
sheltered  by  the  provisions  of  this  law  ?  A.  My  understanding  is 
that  no  other  company  came  under  it,  that  the  reserves  were  larger 
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than  were  expected,  and  it  was  not  deemed  wise  for  tlie  eom- 
pany  to  reincorporate. 

Q.  ISTow  then,  it  became  possible,  after  the  company  had  come 
under  the  stipulated  premium  law,  for  it  to  act  under  Article  2  ap- 
plicable to  legal  reserve  companies  without  being  a  capital  stock 
corporation?     A.  It  was  so  demonstrated  subsequently. 

Q.  And  was  that  contemplated  at  the  time  of  its  passage  ?  A. 
That  was  not  contemplated  at  the  time  of  its  passage,  was  not  even 
guessed  at  by  anybody  until  60  days  of  the  time  of  our  reincor- 
porating, when  I  stumbled  over  it  by  accident. 

Q.  Then  you  found  that  the  obstacle  which  existed  under  the 
laws — under  the  law  as  it  then  stood — did  not  apply  as  organized 
under  the  stipulated  premium  plan  ?  A.  We  did  not  find  it  out 
until  then,  and  when  we  did,  we  took  advantage  of  it  promptly. 

Q.  The  question  has  been  raised  here  with  regard  to  certain 
collateral  loans  to  the  Binghamton  Beet  Sugar  Company.  Will 
you  explain  about  those  ?  A.  The  Binghamton  Beet  Sugar  Com- 
pany was  a  domestic  corporation  organized  under  the  laws  of 
the  State  of  New  York  and  among  the  people  interested  in  it 
connected  with  the  Security  Mutual  Life  Insurance  Company 
were  Mr.  W.  G.  Phelps  and  myself.  There  were  loans  made  by 
the  Security  Mutual  to  the  Binghamton  Beet  Sugar  Company,  as 
the  record  shows,  and  shows  truthfully  and  fully.  Those  laws 
were  not  knovra.  to  either  Mr.  Phelps  or  myself  until  after  they 
had  been  made  by  Mr.  Hotchkiss  and  Mr.  Manier.  Mr.  Hotch- 
kiss  being  the  executive  officer  of  the  Beet  Sugar  Company  and 
borrowed  moneys  as  emergencies  required  of  different  banks 
and  trust  companies,  and  we  found  afterward,  of  the  Security 
Mutual.  You  will  find,  also,  that  the  first  loans  were  six  per 
cent.  The  loans  could  have  been  made,  and  were  obtained  from 
banks  and  trust  companies  and  from  private  parties  in  Bingham- 
ticn  for  a  less  amount  of  interest,  and  Mr.  Hotehildss  went  to 
Mr.  Manier  and  said :  "  We  are  paying  6  per  cent,  on  our  loan. 
We  can  get  it  elsewhere  for  5.  Eeduce  it,  or  we  will  go  else- 
where." 

Q.  And  the  boards  of  the  Binghamton  Beet  Sugar  Company, 
were  they  good  security?  A.  At  that  time  they  were  believed  to 
be  absolutely  good,  and  they  subsequently  turned  out  to  be  by 
transfer  of  the  company. 

Q.  At  that  time,  you  referred  to  the  first  loan  on  the  bonds  in 
1903?  A.  Yes,  and  up  to  1904  we  believed  them  absolutely 
good,  and  they  turned  out  to  be  good  because  of  tlie  transfer. 


Testimony  of  David  8.  Dickenson.  3505 

Q.  What  have  you  to  say  in  regard  to  the  loan  on  tho  stock  of 
the  Binghamton  Beet  Sugar  Company?  A.  I  have  this  to  5iiy, 
that  that  loan  was  made  as  the  record  shows  on  the  stock  of 
the  Binghamton  Beet  Sugar  Company  and  by  the  personal  writ- 
ten guarantee  of  individual  stockholders.  That  was  a  writing 
which  was  signed  by  eleven  persons  interested  in  the  Bingham- 
ton Beet  Sugar  Company  and  the  eleven  prsons  could  borrow 
eleven  million  dollars  in  New  York  if  they  wished  to  on  that 
guarantee. 

Q.  Well,  do  you  justify  the  loan  by  an  insurance  company 
upon  any  individual  guarantee?  A.  I  am  not  trying  to  justify 
it.    I  am  telling  you  the  facts. 

Q.  That  is  quite  right,  and  that  is  what  I  asked  for.  And  the 
loan,  as  a  matter  of  fact,  was  based  upon  the  guarantee  as  the 
security  and  not  upon  the  stock?  A.  That  was  true,  no  ques- 
tion about  it. 

ME.  HUGHES:    That  is  all,  Mr.  Jenkins. 

DAVID  S.  DICKENSON,  called  as  a  witness,  being  duly 
sworn,  testified  as  follows: 

BY  MR  HUGHES: 

Q.  Mr.  Dickenson,  you  are  the  Actuary  of  the  Security  Mu- 
tual Life  Insurance  Company?    A.  Yes,  sir. 

Q.  How  long  have  you  been  such  Actuary?  A.  About  two 
years  and  a  half. 

Q.  Were  you  an  Actuary  prior  to  that  time?    A.  Yes,  sir. 

Q.  For  what  company?  A.  Security  Trust  and  Life  Insur- 
ance Company. 

Q.  Of  what  place?  A.  Their  principal  office  is  in  New  York 
City;  their  head  office  is  in  Philadelphia. 

Q.  How  many  years  were  you  with  them?  A.  I  served  them 
as  Actuary  a  little  over  three  years.  I  was  with  the  company  all 
told  about  five  or  six  years. 

Q.  In  what  other  capacity  were  you  with  that  company?     A. 

Clerk. 

Q.  When  you  went  into  business  you  went  with  them?     A. 

Yes. 

Q.  And  after  serving  as  a  clerk  you  were  finally  made  Actu- 
ary? A.  Yes,  sir — pardon  me  jupf  a  minute.  I  was  a  clerk  when 
I  left  the  Security  Trust  nnd  Life  Insurance  Company  and  went 
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with  another  company;  about  nine  or  ten  months  after  that  they 
called  me  back  there  as  Actuary  of  the  company. 

Q.  Question  was  raised  as  to  policy  48628.  This  policy  was 
issued  in  exchange  was  it  not  for  a  former  policy?    A.  Yes. 

Q.  And  what  was  the  form  of  the  policy  which  had  previously 
existed?     A.  Assessment  policy. 

Q.  What  was  done  at  the  time  of  the  exchange,  what  were 
the  terms  of  the  exchange?  A.  Well,  the  insured  made  appli- 
cation for  a  new  policy  and  signed  a  lien  note  covering  the  re- 
serve. 

Q.  For  what  period  was  the  new  policy  issued?  A.  A  period 
of  twenty  years. 

Q.  Dating  from  what  time?  A.  Dated  back  ten  years,  to  cor- 
respond with  the  original  policy. 

Q.  ITine  years  was  it,  or  ten  ?  A.  Well,  nine  or  ten,  I  am  not 
quite  sure  about  it.    It  was  either  nine  or  ten  years. 

Q.  (Handing  paper.)  Nine  years  was  it  not?  A.  Yes,  I  be- 
lieve it  was  nine  years. 

Q.  What  was  the  amount  of  the  original  policy?  A.  I  think 
it  was  $2,000. 

Q.  And  what  was  the  amount  of  the  premium  under  the  orig- 
inal policy?     A.  $100.94  per  annum. 

Q.  What  was  the  date  of  the  exchange  ?     A.  June  13th,  1903. 

Q.  And  down  to  June  13th,  1903,  the  holder  of  that  policy  had 
paid  $100.94  per  annum?  A.  I  think  he  paid  one  premium  on 
that  policy,  and  it  lapsed  in  1904. 

Q.  I  am  now  speaking  of  the  original  policy.  A.  He  paid  the 
premiums  right  up  to  date  of  exchange. 

Q.  That  is  down  to  the  time  of  exchange  he  paid  $100.94  per 
annum  ?  A.  No,  not  down  to  the  time  ■ —  I  beg  your  pardon,  yes, 
on  that  basis. 

Q.  When  the  exchange  took  place  he  got  a  policy  for  what 
amount  in  face  ?     A.  $2,000. 

Q.  The  same  amount?    A.  Yes. 

Q.  And  that  policy  was  for  twenty  years  ?    A.  Yes,  sir. 

Q.  And  a  lien  was  put  upon  that  policy  of  what  amount  ?  A. 
You  have  the  figures  there.     I  think  it  was  about  $750. 

Q.  $771.56?     A.  Yes,  sir. 

Q.  And  what  rate  of  interest  did  that  loan  bear  ?  A.  Six  per 
cent,  simple  interest. 

Q.  How  was  the  amount  of  th^-t;  lien  calculated  ?  A,  It  was  o 
reserve. 
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Q.  Reserve  on  what  basis  ?  A.  From  the  time  the  policy  was 
dated  back,  on  the  basis  — ■  do  you  want  the  percentage  and  table 
of  mortality? 

Q.  I  want  the  theory  of  it.  I  want  to  see  how  you  made  the 
calculation.  A.  It  was  the  regular  reserve,  and  I  added  on  to 
that  reserve  a  very  small  percentage,  two  or  three,  per  cent,  be- 
cause we  were  giving  a  large  amount  of  term  insurance  there 
withoiit  a  medical  examination,  and  I  did  not  want  to  give  too 
much  over  and  above  the  thousand  dollars  the  first  year.  It  was 
based  mathematically,  and  I  had  no  way  of  varying  one  policy 
from  another.  I  had  to  apply  a  hard  and  fast  rule  right  straight 
through. 

Q.  During  the  eleven  years  that  remained  for  this  policy  to 
run  of  the  twenty  year  term  the  insured  would  pay  what  amount, 
the  same  amount  per  year  ?    A.  Yes. 

Q.  $100.94?     A.  Yes,  sir. 

Q.  So  that  in  the  eleven  years  he  would  pay  approximately 
$1,100  ?     A.  Yes. 

Q.  During  the  eleven  years  there  would  be  simple  interest  at 
six  per  cent.  ?     A.  Yes. 

Q.  On  the  $771.56.  That  interest  would  amount  to  $509.23, 
would  it  not  ?    A.  I  believe  so. 

Q.  Making  a  total  of  the  principal  and  interest  of  the  lien  at 
the  end  of  the  twenty  year  term  $1,280.79  ?    A.  Yes. 

Q.  I^ow,  down  to  that  time  the  insured  would  have  paid  $1,100 ; 
the  face  of  his  policy  then  would  be  about  $720  less  the  lien,  that 
is,  less  the  lien,  the  insurance  would  be  about  $720  ?  A.  Just 
state  that  agafin,  if  you  please. 

Q.  I  say,  the  amount  of  the  face  of  the  policy  being  $2,000 
and  the  lien  with  interest  up  to  that  time  being  $1,280,  the 
amount  of  his  policy  less  the  lien  would  be  about  $720  ?  A.  Yes, 
that  is  right. 

Q.  And  t!lp  to  that  time  he  would  have  paid  since  the  exchange 
about  $1,100?     A.  Yes. 

Q.  Now,  what  could  he  do  at  that  time  upon  the  expiration  of 
this  twenty  year  period?  A.  "Well,  the  policy  provided  for  a  de- 
ferred dividend  period. 

Q.  Supposing  he  wanted  to  get  out  and  draw  some  money, 
what  could  he  get  ?    A.  In  the  meantime  ? 

Q.  No,  at  the  end  of  this  period,  that  is,  at  the  end  of  eleven 
years  after  he  took  tlie  exchange  policy?  A.  He  would  have  tho 
reserve  and  the  surplus,  according  to  the  policy. 
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Q.  He  could  have  the  reserve  and  surplus?  A.  The  full  re- 
serve and  surplus. 

Q.  He  could  draw  that  in  cash  ?    A.  Yes. 

Q.  The  reserve  at  that  time  would  be  $1,3T9,  would  it  not? 
A.  About  that. 

Q.  But  from  that  reserve  he  would  deduct  the  amount  of  his 
lien  and  interest?    A.  Yes. 

Q.  So  that  apart  from  his  share  in  the  surplus  he  would  have 
had  $1,379  less  $1,280?  A.  That  is  just  on  the  reserve  basis 
alone. 

Q.  Apart  from  the  surplus?     A.  Apart  from  the  surplus. 

Q.  In  other  v/ords,  he  would  have  had,  if  there  were  no  sur- 
plus at  that  time,  the  privilege  of  drawing  in  cash  about  $99  ? 
A.  Yes,  that  is  true,  eliminating  the  surplus. 

Q.  Have  you  any  data  for  calculating  the  amount  of  a  policy 
issued  in  this  way  in  exchange  in  1903  at  the  end  of  eleven 
years?  A.  JSTothing  positive,  because,  of  course,  you  understand 
very  well  we  cannot  forecast  future  conditions.  I  cannot  state 
what  the  surplus  will  be  at  the  end  of  twenty  years;  that  is  im- 
possible. 

Q.  Now  suppose  he  does  not  want  to  take  out  any  money  at 
that  time  but  wants  to  continue  the  insurance,  I  am  referring 
to  the  time  of  the  expiration  of  the  twenty  year  period  at  the 
end  of  eleven  years  at  the  time  of  the  exchange.  What  amount 
of  insurance  can  he  carry  ?  A.  He  can  carry  —  of  course  the 
policy  is  paid  up  at  the  end  of  twenty  years.  From  that  paid 
up  value  will  be  deducted  the  mathematical  equivalent  of  that 
lien. 

Q.  That  is  to  say  he  can  carry  a  policy  for  $2,000  less  the 
$1,280,  the  amount  of  the  principal  and  interest  at  that  time  ? 
A.  Hardly  that,  the  $1,280  would  be  converted  into  paid  up 
insurance. 

Q.  What  would  be  the  amount  for  which  he  could  have  a 
paid  up  policy  at  the  time  of  the  expiration  of  the  twenty  year 
period?  A.  Leaving  our  surplus  it  would  probably  be  a  little 
better  than  $100. 

Q.  ISTow  would  he  have  to  say  anything  to  carry  the  policy  for 
$100?     A.  No,  sir. 

Q.  Suppose  he  did  not  want  to  take  up  a  paid  up  policy  for 
$100,  and  he  did  not  want  to  take  $99  in  cash,  apart  from  what 
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surplus  there  might  bo,  but  he  wanted  to  continue  the  policy  it- 
self, could  he  do  that?  A.  I  think  we  could  make  an  arrange- 
ment for  him. 

Q.  I  do  not  mean  as  a  matter  of  arrangement,  but  as  a  mat- 
ter of  right  under  his  policy.  In  other  words,  does  the  thing 
stop  at  the  end  of  twenty  years,  and  then  are  his  rights  fixed 
in  the  manner  you  have  stated,  or  is  there  available  to  him  an 
option  to  continue  upon  any  basis?  A.  Will  you  just  permit 
me  to  look  at  the  policy? 

Q.  Yes.  (Handing  paper.)  A.  There  is  no  way  guaranteed  by 
which  he  could  carry  it  for  two  thousand  dollars,  without  paying- 
out  the  indebtedness. 

Q.  What  could  he  carry  it  for  ?  A.  Eor  just  what  was  left^ 

Q.  The  seven  hundred  and  twenty  dollars  ?    A.  Whatever  it  is. 

Q.  That  is  he  could  carry  it  for  the  residue  upon  payment 
of  the  principal  and  interest  upon  his  lien?    A.  That  is  right. 

Q.  Then  would  it  be  paid  up,  or  would  he  have  to  pay  premiums  ? 
A.  ISTo  further  premium  for  twenty  years. 

Q.  He  would  get  a  paid  up  policy  you  said,  for  about  one  hun- 
dred dollars?     A.  Yes. 

Q.  In  order  to  avail  himself  of  the  seven  hundred  and  twenty 
dollars,  what  would  he  have  to  pay  ?  A.  Of  course,  he  would  have 
to  pay  the  premium  for  that. 

Q.  What  did  you  say?  A.  He  would  have  to  pay  the  proper 
premium, 

Q.  What  would  the  proper  premium  be?  A.  Probably  it  would 
be  attained  age. 

Q.  Is  the  term  insurance  at  attained  age  ?     A.  Yes,  sir. 

Q.  What  was  the  age  of  this  man  at  the  time  he  took  out  his 
policy?     A.  Forty-two,  I  believe. 

Q.  So  he  is  sixty-two  years  old  at  the  expiration  of  the  twenty 
years  from  the  date  of  the  original  policy?     A.  Yes. 

Q.  What  is  the  amount  he  would  have  to  pay  at  age  sixty-two 
for  seven  hundred  and  twenty  dollars  insurance?  A.  Yearly  re- 
newable term. 

Q.  What  would  that  be  approximately?  A.  Well,  have  you 
the 

(Book  handed  witness.) 

Thirty  dollars  thirty-eight  cents  per  thousand. 

Q.  And  what  would  it  be  at  age  seventy,  that  is,  I  understand 
this  rate  would  increase  from  y°ar  to  year  ?  A.  Yes,  sixty  dollars 
nineteen  cents  per  thousand. 
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Q.  Tliat  is  per  annum  ?     A.  Per  annum. 

Q.  And  the  other  rate  you  give  was  per  annum?  A.  Per  an- 
num, both  of  them. 

Q.  ISTow,  having  a  policy  for  tv?o  thousand  dollars,  on  the  ex- 
piration of  the  eleven  years,  and  the  tei-mination  of  the  twenty- 
year  period,  when  the  amount  of  the  principal  and  interest  iipon 
his  lien  is  twelve  hundred  dollars,  can  he  continue  his  policy  on 
payment  of  interest  on  the  twelve  hundred  and  eighty  dollars  ?  A. 
Yes,  sir. 

Q.  Without  payment  of  any  premium  ?     A.  Yes,  sir. 

Q.  And  then  the  policy  will  be  good  for  its  face  less  whatever 
the  lien  is  at  the  time  of  its  maturity  ?     A.  Yes. 

Q.  Suppose  he  goes  on  in  that  way  and  some  year  he  cannot  pay 
his  premium,  then  what  will  happen,  if  he  lapses  ?  A.  You  mean 
inside  the  twenty  years  ? 

Q.  ISTo,  after  the  twenty  years.  A.  Your  question  was  whether 
he  could  continue  it  by  paying  the  interest  ? 

Q.  Yes,  I  know.  You  are  quite  right  in  correcting  me.  Sup- 
pose in  some  years  he  did  not  pay  the  interest,  he  is  hard  up  and 
hasn't  any  money,  what  will  happen  ?  A.  We  would  simply  charge 
that  up  to  him ;  we  would  not  cause  him  to  forfeit  his  policy  or 
anything  on  that  account. 

Q.  That  might  happen  at  the  end  of  eleven  years;  if  he  did  not 
do  anything  it  would  run  along  in  the  same  way,  just  charge  him 
with  interest  on  the  lien  ?  A.  You  mean  during  the  premium-pay- 
ing period  ? 

Q.  No,  after  the  twenty  years  had  expired?  A.  Well,  tlic 
policy,  of  course,  where  there  is  a  premium  required  and  the 
premium  is  not  paid,  the  policy  lapses. 

Q.  Yes,  but  this  is  a  case  where  the  period  had  expired.  As  I 
understand,  the  premiums  are  to  be  paid  during  twenty  years? 
A.  Yes. 

Q.  That  period  has  expired.  You  have  told  me  he  can  take  a 
policy  for  one  hundred  dollars  apart  from  surplus.  He  can  cash 
in  the  amount  of  his  reserve  less  the  lien  and  draw  approximately 
ninety-nine  dollars,  apart  from  the  surplus.  I  want  to  know 
whether  the  policy  can  still  continiie  as  a  two-thousand-dollar 
policy,  less  the  lien,  with  such  interest  as  may  accumulate  at  six 
per  cent,  simple  interest  ?     A.  Yes,  sir. 

Q.  It  can?     A.  It  can. 

Q.  Without  any  further  payment  of  premium  ?     A.  Yes. 

Q.  And  of  course,  if  he  pays  the  interest  on  his  lien  it  will 
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reduce  the  amount  of  the  charge  on  the  policy,  just  so  much? 
A.  Yes. 

Q.  He  starts  with  seven  hundred  and  twenty  dollars  to  the 
good,  apart  from  surplus,  the  difference  between  the  face  of  his 
policy  and  twelve  hundred  and  eiglity  dollars?     A.  Yes. 

Q.  Do  you  take  that  as  a  new  principal  at  that  time?  A.  We 
take  the  twelve  hundred  and  eighty  dollars. 

Q.  As  a  new  principal  ?     A.  As  a  new  principal. 

Q.  So  every  year  there  will  be  about  seventy-five  dollars  or 
more  that  will  be  charged  against  him?     A.  Yes. 

Q.  And  does  that  go  into  the  principal  so  the  interest  will  be 
compounded,  or  will  it  be  charged  as  simple  interest  only?  A. 
Simple  interest  only. 

Q.  So  he  will  have  about  ten  years  leeway  ?    A.  Yes,  sir. 

Q.  And  at  the  ^d  of  ten  years  the  entire  insurance  will  be 
exhausted,  if  he  did  that  ?  A.  Yes.  This,  of  course,  is  all  on  the 
fcupposition  that  there  is  no  surplus. 

Q.  Of  course,  and  whatever  surplus  there  was  would  be  dis- 
tributed and  available  to  him  either  as  an  addition  to  the  cash 
amount  he  could  withdraw,  or  in  the  purchase  of  paid-up  insur- 
ance, or  as  a  credit  to  his  policy?     A.  Yes. 

Q.  Written  against  the  lien?     A.  Yes. 

Q.  Now,  have  we  got  the  whole  story  about  that  exchange 
policy?     A.  I  think  you  have. 

Q.  And  is  that  a  typical  case  which  will  illustrate  the  positions 
of  the  old  policyholders  who  get  the  new  policy  in  exchange?  A. 
Yes,  that  is  correct.     We  do  not  make  any  discriminations. 

Q.  iSTow,  suppose  he  does  not  exchange,  but  continues  under 
his  old  assessment  policy,  is  there  any  limit  to  the  amount  of  the 
])remiums  that  can  now  be  assessed  against  him?  A.  I  believe 
that  that  limit  has  been  fixed  at  age  severity-five. 

Q.  Is  that  fixed  by  any  contract  with  him,  or  merely  as  a  rule 
of  your  association,  subject  to  change  ?  A.  Well,  now  that  was 
when  the  age  lien  is  fixed,  and  I  am  not  sure  about  the  other,  that 
is  our  intention. 

Q.  To  fix  it  at  age  seventy-five  ?     A.  Yes. 

Q.  Have  the  old  policyholders  any  interest  in  the  surplus 
created  by  the  -premiums  paid  by  the  policies  since  the  company 
reincorporated  as  a  level  premium  company?  A.  Only  such  as 
was  contributed  by  them. 


3512  Legislative  Insurance  Investigation. 

Q.  That  is,  in  distributing  that  surplus,  you  would  ascertain 
whether  their  premiums  paid  since  the  reincorporation  contrib- 
uted to  the  surplus  which  was  created  since  the  reincorporation  ? 
A.  Yes. 

Q.  Suppose  the  old  assessment  policyholder  who  exchanges  his 
policy  for  a  new  form  of  policy  wants  a  share  of  the  surplus  that 
was  created  previous  to  the  exchange,  can  he  get  it?  A.  We  have 
given  every  man  all  that  he  contributed  in  all  cases,  wherever  the 
exchange  was  made  and  they  had  bonds,  we  have  given  them  full 
credit  for  it. 

Q.  Have  you  already  given  them  credit  for  it?    A.  Yes. 

Q.  Have  you  given  them  credit  for  it  in  fixing  the  lien  ?  A. 
ISi"o,  they  were  allowed  to  deduct  that  from  their  premiums. 

Q.  Take  this  man  who  holds  policy  ISTo.  48,628,  two  thousand 
dollars,  the  illustration  we  just  had.  When  you  issued  in  ex- 
change the  new  policy,  subject  to  the  lien  of  seven  hundred  and 
seventy-one  dollars  and  fifty-six  cents,  did  he  get  anything  for 
surplus  ?  A.  That  I  could  not  say,  but  I  presume  so.  I  could  not 
say  offhand. 

Q.  Well,  was  there  any  surplus  that  he  could  have  had  out  of 
those  old  assessment  policies?  A.  You  mean  is  that  Onderdonk 
policy? 

Q.  Yes.     A.  No,  there  was  no  surplus  whatever  under  that. 

Q.  Mr.  Turner  says  he  had  a  bond  which  he  used  in  reduction 
of  the  premium.     A.  That  is  very  possible. 

Q.  How  could  he  have  a  bond  if  there  was  no  surplus?  A. 
Those  bonds  were  the  old  bonds  issued  years  ago,  that  you  ques- 
tioned Mr.  Turner  about  several  days  ago, 

Q.  Yes,  but  they  only  called  for  a  particular  share  of  the  sur- 
plus, or  accmnulation  ?     A.  Yes,  as  it  existed  at  that  time. 

Q.  If  there  was  none,  how  could  he  get  anything  out  of  it?  A. 
As  they  existed  in  those  days,  some  of  those  people  did  not  cash 
their  bonds  in  as  soon  as  they  received  them.  They  kept  bringing 
them  over  for  years  and  years  and  years. 

Q.  You  mean  the  early  bond  which  was  first  issued  was  issued 
because  at  that  time  there  was  an  accumulation  ?    A.  Yes,  sir. 

Q.  Do  you  know  how  much  it  was?     A.  No,  sir,  I  do  not. 

Q.  JSTow,  you  Have  provided,  you  say,  that  there  shall  be  no  in- 
crease in  assessments  after  age  seventy-five.  As  a  matter  of  fact 
the  cost  of  insurance  increases  after  age  seventy-five?  A.  Yes, 
sir. 
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Q.  How  do  you  proyide  for  the  deficiency  on  a  policy  when  the 
man's  rate  remains  fixed  at  that  age?  A.  Whatever  deficiency 
exists  will  be  made  up  by  the  reserve. 

Q.  Then  you  take  the  money  of  the  other  policyholders  to  help 
him  carry  his  policy?  A.  We  take  that  from  the  general  surplus. 
It  was  done  to  do  the  very  best  we  could  for  the  old  policyholders. 
There  was  probably  a  little  element,  if  you  could  consider  it  so, 
of  mercy,  we  tempered  it  with  a  little  mercy. 

Q.  Would  it  not  be  favoritism  rather  than  mercy?  A.  I  do 
not  think  so.  There  is  a  moral  obligation  for  the  company  to  look 
after  the  old  policies  to  the  best  of  our  ability.  They  were  the 
men  who  started  the  company  and  made  it  possible. 

Q.  But  they  got  cheaper  insurance  than  they  should  have  had? 
A.  Yes,  but  we  try  to  take  care  of  them  in  their  old  age. 

Q.  You  try  to  take  ears  of  them  because  the  officers  feel  under 
a  moral  obligation  to  them,  do  you  not?  A.  Yes,  all  the  directors 
and  everybody  in  the  company  had  the  best  interests  of  those 
people  at  heart. 

Q.  But  as  a  matter  of  insurance,  from  an  actuarial  standpoint, 
they  are  getting  the  advantage  of  the  other  policyholders,  because 
their  deficiency  by  reason  of  the  fact  that  the  full  rates  are  not 
charged  after  age  seventy-five,  must  be  made  up  out  of  the  surplus, 
which  otherwise  would  be  available  for  the  other  policyholders? 
A.  As  a  strict  mathematical  proposition,  yes,  you  are  right. 

Q.  ISTow,  when  you  put  on  a  lien  on  this  old  policy  did  you  put 
on  a  lien  for  more  than  the  reserve  ?  A.  It  was  loaded  as  I  stated 
to  tell  you  a  little  while  ago  about  two  to  three  per  cent.,  the 
reserve  and  all  the  premiums  and  everything  are  calculated  by  a 
mathematical  formula.  I  found  out  we  were  giving  those  people 
that  died  during  the  first  year  more  than  the  thousand  dollars  and 
on  account  of  the  fact  that  we  were  issuing  this  term  insurance 
without  a  new  medical  examination,  I  thought  it  advisable  to  hold 
it  down  to  a  thousand  dollars,  if  I  could. 

Q.  So  you  put  a  little  extra  amount  on  the  lien  in  addition  to 
the  reserve?     A.  Yes. 

Q.  When  you  come  to  make  up  your  annual  statements,  do  yoti 
take  credit  among  the  assets  for  the  full  amount  of  the  lien?  A. 
Ij^o  sir  I  do  not.  I  have  a  perfect  record  kept  of  all  that,  and  I 
not  only  take  off  the  excess,  but  I  take  off  also  all  the  first  pre- 
miums, and  premiums  in  course  of  collection;  that  is  to  say,  %\hile 
I  suppose  the  lien  was  not  quite  equal  to  the  reserve  and  there 
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was  a  deferred  premium  or  other  premium  in  course  of  collection, 
would  still  take  that  off. 

Q.  So  that  the  fact  is  there  is  not  a  margin  of  assets  by  virtue 
of  premium  liens  over  liabilities  created  by  the  charge  of  your 
reserve?     A.  Not  one  penny,  sir. 

Q.  How  much  of  the  old  insurance — ^I  refer  now  to  the  assess- 
ment policies  of  this  class  represented  by  the  original  policy  of  Mr. 
Onderdonk — is  still  in  force?  A.  About — ^well,  you  mean  the 
whole  assessment  business — put  it  that  way  ? 

Q.  Yes,  put  it  that  way.  A.  About  three  to  four  millions,  per- 
haps just  a  little  bit  more. 

Q.  That  is  of  the  unexchanged,  unsurrendered  policies?  A. 
Yes. 

Q.  ITow,  upon  how  much  of  that  have  the  rates  been  raised? 
A.  I  should  say  about  $450,000 — ^perhaps  half  a  million. 

Q.  Why  have  you  raised  the  rates  upon  only  that  part  of  it? 
A.  Because  that  is  the  only  part  upon  which  the  surplus  has 
actually  been  exhausted. 

Q.  Do  you  keep  separate  classes  of  policies — do  you  segregate 
them  for  the  purpose  of  an  accounting  ?  A.  Only  the  policies  of 
four  or  five  million  that  I  am  talking  about.  We  have  not  put 
them  in  any  class  by  years,  for  instance,  1888  or  1889,  computed 
for  mortality.     We  have  given  them  the  benefit  of  the  whole  class. 

Q.  Then  how  could  you  discriminate  between  the  four  or  five 
hundred  thousand  dollars  and  the  rest  of  the  four  or  five  millions  ? 
A.  I  keep  an  account  of  it,  you  see. 

Q.  Then  you  did  keep  them  in  classes  for  the  purpose  of  that 
account?  A.  I  did  for  that  account,  but  not  for  computing  mor- 
tality. I  did  not  put  them  in  a  special  class  that  way;  for  in- 
stance, I  did  not  have  a  mortality  charge,  one  man  one  hundred 
and  twenty  per  cent,  an^  another  one  one  hundred  and  ten. 

Q.  How  could  you  determine  a  surplus  without  keeping  account 
of  the  mortality  in  each  class?  A.  Take  the  mortality  on  the 
whole  class,  and  figure  out ;  some  of  those  premiums  differ ;  there 
are  two  or  three  classes  for  instance,  one  policy  had  a  certain  name 
that  was  ten  dollars  a  thousand,  another  had  twelve  dollars  a  thou- 
sand, same  age,  and  another  fourteen  dollars,  and  it  made  quite 
a  job  to  keep  it  straightened  out. 

Q.  It  is  entirely  fair  you  should  state  you  had  some  difficulty  ? 
A.  I  had. 

Q.  What  has  been  the  occasion  of  those  difficulties?  A.  Mr. 
Turner  told  you  yesterday  very  candidly  that  they  had  not  had  a 
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regular  actuary  in  their  employ.  !N"ow,  when  I  went  up  there  I 
found  they  had  been  more  honest  than  systematic;  that  is  about 
the  only  way;  I  found  there  a  rugged  honesty  with  regard  to  all 
the  money  that  had  ever  been  paid  in  or  spent.  But  it  was  not 
systematized  just  as  I  would  like  to  have  found  it. 

Q.  Was  not  divided  up?  A.  Put  it  that  way  if  you  wish;  I 
have  had  troubles  of  my  own  in  the  two  years  and  a  half  bringing 
it  out.  One  thing  I  may  say,  Mr.  Hughes,  I  never  found  where 
a  five-dollar  bill  had  stuck  to  anybody. 

ME.  HUGHES:  Not  even  to  the  policyholders. 

Q.  I  want  to  call  your  attention  to  the  case  of  the  Cross  policy. 
Here  is  a  case  of  a  man  who  got  a  policy  in  July,  1888.  He 
thought  it  was  going  to  be  paid  In  full  in  fifteen  years  and  that  he 
would  then  have  a  seK-sustaining  policy  at  the  end  of  the  fifteen 
years.  I  suppose  he  had  a  proposition  for  taking  out  a  new 
policy  ?     A.  I  presume  so ;  I  could  not  say  so  positively. 

Q.  And  that  upon  the  basis  of  such  a  policy  as  has  just  been 
described  by  you,  Exhibit  642  ?  A.  Well,  I  am  not  sure  about 
that ;  we  had  four  or  five  different  plans ;  we  had  a  plan  of  attained 
age,  we  had  this  plan,  and  in  fact  we  offered  him  any  plan  issued 
by  the  company;  I  could  not  say  M'hat  plan  the  agent  described  to 
him. 

Q.  Was  there  a  plan  known  as  the  age-lien  plan  ?  A.  I  don't 
know  whether  that  was  in  operation  then,  I  think  possibly  not. 

Q.  Have  you  had  such  a  plan  in  operation  with  some  of  these 
old  policies?     A.  That  age-lien? 

Q.  Yes.  A.  Yes,  sir,  but  that  was  an  afterthought  that  came 
with  the  experience  in  the  business. 

Q.  What  I  want  to  get  at  is  this:  This  man  Cross  had  paid 
$7.38  quarterly,  or  $29.52.  At  the  expiration  of  the  fifteen  years 
during  which  he  paid  at  that  rate  I  understand  he  was  seventy- 
three  years  old.  ISTow,  suppose  he  had  taken  an  age-lien  plan, 
which  meant  that  he  would  be  charged  with  a  certain  lien?  A. 
Yes,  sir. 

Q.  You  may  describe  just  what  he  would  have  to  pay  and  what 
yon  would  charge?  A.  He  would  be  charged  the  difference  be- 
tween the  rate  at  his  attained  age  and  the  premium  he  was  already 
paying,  with  four  per  cent,  interest. 

Q.  ISTow,  how  many  years  would  it  take  before  that  insurance 
would  be  exhausted  on  that  basis  b^  reason  of  the  lien?     A,  Well; 
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it  would  not  take  a  great  many  years.  Now,  there  is  one  little 
thing  I  am  going  to  ask  you  to  do  —  in  that  statement  I  made  a 
comparison  of  one  year  term  with  one  of  the  finest  companies  in 
Philadelphia,  showing  what  he  would  have  had  to  pay;  he  paid 
up  $501;  where  he  would  have  paid  another  company  something 
like  $1,128  and  not  expected  any  term  at  all — ^in  other  words,  it 
might  be  what  you  call  fire  insurance.  I  make  that  as  a  little 
illustration  on  the  basis  of  just  what  it  cost,  just  like  fire  insurance, 
to  put  it  very  simply. 

Q.  The  point  is  this.  He  had  a  policy  for  $1,000;  he  had  paid 
$7.38  quarterly  and  $29.53  a  year  for  fifteen  years.  He  had  paid 
in  this  way  in  the  neighborhood  of  $500?     A.  Yes,  sir. 

Q.  Something  over,  we  will  say,  $450,  in  that  neighborhood. 
l\^ow,  then,  you  give  him  an  age-lien  plan,  as  you  call  it.  Under 
that  what  would  he  have  to  pay  per  year?  A.  The  premium 
would  be  one-year  term  at  attained  age. 

Q.  That  is  at  age A.  Seventy-three. 

Q.  Seventy-three.  Go  on.  No-w,  what  will  be  the  premium  — 
now,  in  addition  to  that  he  would  bave  to  pay  interest  on  his  lien? 
A.  At  four  per  cent. 

Q.  And  that  interest  if  not  paid  would  accumulate?     A.  Yes. 

Q.  And  the  lien  would  accumulate?     A.  Yes. 

Q.  Now  the  fact  of  the  business  is  it  would  take  how  many 
years  to  eat  up  his  policy  in  that  way?  A.  It  would  not  take  a 
great  many. 

Q.  Do  you  mean  ten  years?     A.  Possibly  so. 

Q.  That  is  about  right,  isn't  it?  A.  Yes.  Now  I  want  to  tell 
you  the  history  of  that  age  lien.  We  found  out  after  this  increase 
in  rate  was  necessary  that  a  great  many  of  the  policyholders  might 
be  compelled  to  drop  their  policy  on  account  of  not  being  able  to 
meet  this  premium.  We  had  no  desire — to  use  a  popular  phrase — 
to  freeze  out  any  policyholder;  we  wanted  to  make  it  possible  for 
him  to  have  insurance  as  long  as  possible.  It  was  no  game  of 
holding  the  old  members  up.     We  wanted  to  be  fair  and  square. 

Q.  The  real  difficulty  was  that  you  had  started  these  old  mem- 
bers on  a  wrong  basis?     A.  That  is  about  it. 

Q.  And  while  you  started  them  on  an  impossible  basis,  the  com- 
pany did  it  believing  that  the  basis  was  all  right?  A.  Yes,  I  have 
every  reason  to  believe  they  were  thoroughly  honest  about  it. 

Q.  But  the  mathematics  were  against  it?     A.  That  is  it,  exactly. 

Q.  And  when  you  came  along  to  a  later  period  it  was  impossible, 
without  banki-upting  the  company,  to  continue  the  insurance. 

Q.  Then  you  raised  the  rates?     A.  Yes, 
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Q.  That  is  a  vice  tliat  is  inseparable  from  that  method  of  doing 
hnsiness?     A.  Say  that  again. 

Q.  That  is  the  result  that  inevitably  follows  from  that  assessment 
method  of  doing  business?     A.  Yes,  sir  —  yes,  sir  —  yes,  sir. 

Q.  The  time  v^ill  come  vs^hen  as  ages  increase  you  have  got  to 
have  something  that  will  provide  for  the  cost  of  insurance?  A. 
That  is  it  exactly.  There  is  only  one  scheme  of  life  insurance, 
that  is  what  is  known  as  the  old-line  legal  reserve. 

Q.  The  point  is  there  a  man  pays  right  along  the  same  rate 
paying  at  one  time  more  than  he  ought  to  pay,  and  another 
time  less  than  he  ought  to  pay,  but  during  the  whole  time  just 
what  he  ought  to  pay?  A.  In  other  words,  leveling  the  pre- 
miums up. 

Q.  Of  course  you  could  have  a  basis  by  which  you  increase  the 
rate  right  along  as  the  man's  age  increases  and  keep  him  paying 
at  a  term  rate  equal  to  the  cost  of  carrying  the  insurance,  and 
that  would  be  entirely  defensible?  A.  Yes,  that  is  more  scientific 
than  practicable. 

Q.  The  trouble  is  that  as  people  go  on  they  don't  like  to  sec 
the  rates  increase  ?  A.  That  is  it,  and  it  becomes  a  burden  every 
year  and  it  throws  the  burden  perhaps  on  the  wrong  end  of  life. 

Q.  I^ow,  you  had  this  probable  life  policy  with  a  provision  for — 
in  effect  a  term  under  your  present  form  expiring  at  age  75  ?  A. 
Yes. 

Q.  Now,  in  fixing  the  rates  for  that  probable  life  insurance; 
you  fixed  the  rates  according  to  the  term  rates  for  that  perioiU 
A.  Yes,  sir. 

Q.  That  is  for  whatever  period  of  years  would  remain  between 
the  man's  age  at  the  time  he  took  the  policy  and  his  age  at  75  ? 
A.  Yes,  sir. 

Q.  But  you  provide  that  at  age  75  the  rate  shall  stay  at  the 
amount  then  fixed?    A.  ISTo,  I  hardly  think  we  do. 

Q.  "What  do  you  do  ?  A.  He  has  the  privilege  if  he  wishes  to 
renew  that  policy  at  his  age,  age  for  one  year  term  rate.  Of 
course  all  accumulations  will  be  allowed  for  the  purpose  of  reduc- 
ing that  period. 

Q.  N"ow,  of  course,  as  you  say,  you  cannot  estimate  what  the 
surplus  will  be  ?    A.  ISTo,  sir. 

Q.  Apart  from  that  he  is  paying  a  rate  which  according  to  your 
calculations  will  carry  his  insurance  to  age  75?    A.  Yes. 

Q.  ISTow,  he  arrives  at  age  75,  and  unless  you  have  been  un- 
fortunate in  your  investments  or  gained  on  saving  in  the  mor- 
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tality,  there  is  nothing  for  him — he  has  paid  for  his  insurance 
and  has  had  it?    A.  That  is  it,  exactly. 

Q.  And  the  thing  is  done,  but  now  he  still  has  a  family,  per- 
haps, and  he  wants  that  insurance  to  go  on.  Now,  what  would 
he  have  to  pay  to  have  it  go  on?  A.  In  that  event  under  the 
circumstances  described  by  you,  he  will  have  to  pay  one  year 
term  rates. 

Q.  At  what  age  ?    A.  At  his  attained  age. 

Q.  Continuously  ?    A.  Continuously. 

Q.  Then  it  does  not  stop  at  age  75  ?  A.  No,  we  are  not  taking 
in  new  members  the  same  as  the  old  members. 

Q.  So  in  that  case  you  do  not  have  to  provide  for  any  deficiency  ? 
A.  No,  sir. 

Q.  Now,  in  circularizing  these,  do  you  make  it  clear  to  the 
people  that  are  coming  in  on  this  probable  life  plan  that  after 
they  come  to  age  75  if  they  are  going  to  have  anything  out  of  it 
at  all,  except  a  possible  accumulation,  that  they  will  ha^ve  to  pay 
attained  age  rates?  A.  I  think  they  do;  I  am  not  the  author  of 
any  of  the  literature,  but  I  think  they  do. 

Q.  Your  opinion  as  actuary  is  that  that  ought  to  be  brought 
prominently  to  their  attention?    A.  Yes,  sir. 

Q.  So  that  a  man  would  know  what  he  is  getting  and  would 
know  when  he  has  got  to  75  he  has  had  his  insurance,  and  un- 
less he  has  some  saving  he  won't  have  anything?  A.  That  is 
so.  I  believe  every  contract  ought  to  be  very  thoroughly 
understood.  If  you  have,  not  had  the  Tennessee  requirements 
brought  to  your  attention  I  might  mention  it.  The  Tennessee 
Department  requires  that  all  policies  shall  bear  on  their  face 
just  what  they  are,  and  on  the  back  also;  and  they  have  sent 
out  a  circular  covering  nearly  every  conceivable  case,  not  only 
reference  to  the  plan  of  the  policy,  but  the  dividend  period  — 
everything.  In  other  words,  you  have  got  to  state  on  the  con- 
tract whether  it  is  a  term  contract,  life  contract,  endowment 
contract,  limited  payment,  whatever  it  might  be. 

Q.  That  is  true  of  some  other  States,  isn't  it,  or  is  it?  A. 
"Well,  Massachusetts  has  a  requirement,  although  it  does  not 
cover  the  ground  nearly  so  carefully  and  thoroughly  as  the 
Tennessee  requirement. 

BY  MR.  COX: 

Q.  I  would  like  to  ask  whether  in  fixing  your  premium  rate 
you  include  a  sum  which  in  your  judgment  as  actuary  is  likelv 
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to  produce  a  surplus  at  the  end  of  the  period?  A.  In  other 
words,  do  we  make  provision  for  surplus? 

Q.  Yes.  A.  No,  we  do  not  make  any  specific  proAdsion.  "We 
simply  charge  what  is  known  as  mortality  and  the  loading — in 
other  words,  so  much  for  mortality,  that  is  so  much  to  pay 
death  claims,  and  so  much  to  meet  your  current  expenses. 

Q.  You  have  stated  and  Mr.  Turner  has  stated  that  there 
was  no  way  in  which  you  could  tell  whether  or  not  there  would 
be  a  surplus  at  the  end  of  the  period,  hut  you,  as  actuary,  must 
know  whether  you  put  enough  in  your  premium  rate  to  make  a 
probability  of  a  surplus  ?  A.  Oh,  yes,  we  do  that,  but  there  is 
no  specific  amount  set  aside  for  that. 

Q.  That  is  what  I  mean — what  do  you  say  as  to  the  prob- 
ability of  that  amount  based  on  your  calculations?  A.  You 
understand  in  making  up  the  premiums  of  course  if  there  is  no 
saving  in  mortality  if  there  is  no  interest  rate  earned  over  and 
above  the  required  standard  and  a  few  other  little  features 
enter  into  the  surplus  proposition,  then  there  can  be  no  siir- 
plus.  In  other  words,  if  it  cost  you  to  carry  the  business  the 
entire  premiums,  you  have  got  no  surplus;  you  pay  all  your 
claims,  but  you  will  have  no  surplus  remaining. 

Q.  Then  your  answer  is  if  the  mortality  rate  does  not  change 
and  the  interest  rates  do  not  change,  there  will  be  no  surplus 
practically?  A.  Practically  no  surplus,  but  of  course  in  all 
practice  in  the  old  line  life  insurance  companies  in  the  coun- 
try there  has  always  been  a  fair  saving  in  mortality.  I  should 
not  say  the  business  had  been  well  selected  if  there  was  not  cer- 
tain savings  in  mortality. 

Q.  That  depends  upon  the  basis  of  your  calculations,  how- 
ever? A.  All  companies  charge  the  same  net  premium  for  a 
policy  based  on  the  same  rate  of  interest  and  the  same  mor- 
tality table;  the  only  difference  between  the  rates  as  you  will 
notice,  is  simply  on  the  question  of  loading  the  net  premiums. 
The  amount  for  mortality  is  the  same  in  all  cases. 

BY  MR.  HUGHES: 

Q.  Your  rates  for  term  insurance  are  the  amounts  calculated 
to  meet  the  insurance  for  the  term?     A.   Yes,  sir. 

Q.  Exactly?     A.  Exactly. 

Q.  So  that  the  saving  depends  entirely  on  whether  you  have 
a  gain  on  the  various  elements  that  enter  into  the  grading  of 
the  risk?     A.  Yes. 
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Q.  For  example,  you  put  the  case  of  your  company  as  it  ap- 
pears by  the  gain  and  loss  exhibit  of  last  year.  Now,  in  the 
first  place  you  have  a  question  of  gain  or  loss  from  loading? 
A.    Yes,  sir. 

Q.  That  is  you  load  your  premiums  with  a  certain  amount  to 
meet  the  expenses?     A.  Yes. 

Q.  But  if  the  expenses  exceed  that  amount  you  have  a  loss? 
A.  Yes. 

Q.  If  they  are  less  than  that  amount  you  have  a  gain  from 
loading?     A.  Yes,  sir. 

Q.  Now  last  year  your  expenses  exceeded  your  loading  by 
$232,000?     A.  Yes,  sir. 

Q.  Now  then  you  have  a  .gain  or  loss  from  mortality  accord- 
ing to  whether  it  is  up  to  the  expected  rate  ?    A..  Yes. 

Q.  Last  year  your  mortality  was  about  84  or  85  per  cent,  of 
the  expected  rate?    A.  Yes. 

Q.  Therefore  you  had  saving  on  mortality  of  $78,973?  A.. 
Yes,  sir. 

Q.  Then  you  have  a  saving  on  your  surrenders  or  lapsed 
policies,  that  is  of  the  reserve  as  compared  with  the  amount  you. 
paid  out?     A.  Yes,  sir. 

Q.  Last  year  that  was  about  $48,000.  Then  you  calculate  you 
earned  a  certain  rate  of  interest?    A.  Yes.  : 

Q.  Last  year  you  earned  $30,000  more  than  you  calculated, 
and  there  was  a  gain  of  that  amount  while  there  appears  to  be  a 
loss  from  other  sources  of  $3,000;  and  the  total  result  was  that 
you  were  $76,916  to  the  bad  on  the  whole  calculation,  so  that 
instead  of  there  being  a  gain  for  that  year  there  was  that  loss; 
but  then  you  had  a  little  increase  in  market  values  which  re- 
duced it  a  few  dollars,  but  the  net  result  was  that  your  accu- 
mulations last  year  decreased  $76,000.  Of  course  if  that  con- 
tinued that  would  wipe  out  your  surplus  ?    A.  Yes,  sir. 

Q.  But  in  another  year  you  might  have  gains  on  some  other 
of  these  items  ?    A.  Exactly. 

Q.  Which  would  give  a  balance.  Now  when  you  get  to  the 
end  of  the  period  whether  you  have  any  surj5\us  to  divide  will 
depend  upon  whether  through  the  course  of  the  intervening  years 
you  have  been  able  to  accumulate  by  your  gains  an  amount  which 
you  can  divide  according  to  the  amount  or  pro  rata  amount  which 
this  policy  has  contributed  to  that  gain.  That  is  the  whole  ques- 
tion, isn't  it  ?    A.  That  is  about  it. 
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Q.  How  do  you  fix  your  loading — ^what  amount  do  you  add 
to  the  net  premium  for  your  loading?  A.  Well,  now,  that  is  a 
question  upon  which  different  actuaries  figure  differently.  You 
will  hardly  find  two  premium  rates  alike  in  this  country;  that  is 
left  to  the  judgment  of  the  actuary. 

Q.  JSow  it  seems  that  your  expenses  last  year  were  146  per 
cent,  of  your  loading  ?    A.  Yes. 

Q.  Does  that  indicate  to  your  mind  that  your  loading  was  in- 
sufficient ?    A.  No,  sir. 

Q.  Then  you  must  have  some  reason  for  that  faith  that  is  in 
you?    A.  Yes,  sir. 

Q.  What  is  it?  A.  Well,  the  expenses  of  procuring  new  busi- 
ness is  what  raises  the  mischief. 

Q.  Yes,  but  should  not  your  loading  take  care  of  those  ex- 
penses ?    A.  The  loading  should,  yes,  sir. 

Q.  Well,  now,  this  loading  was  exceeded  by  your  expenses  de- 
spite the  fact  that  you  do  business  on  tfee  preliminary  term  basis 
which  practically  give  you  the  whole  of  the  first  year's  premium 
for  expenses  ?    A.  Yes,  sir. 

Q.  Are  you  as  an  actuary  consulted  by  your  company  as  to 
the  amount  which  can  profitably  be  expended  for  new  business? 
A.  I  am  now.  Last  year  I  went  to  the  president — I  took  the 
statement  just  after  I  had  made  it  up  and  showed  him  the  whole 
thing  and  he  says,  "We  will  reduce  the  cost  of  getting  the  new 
business."  So  he  did ;  he  made  good,  and  reduced  it  five  per  cent. 
You  see  we  did  not  dare  to  take  too  steep — too  big  a  step.  We 
are  not  the  oldest  company  in  the  world  or  the  biggest  company  in 
the  world,  and  we  have  got  competition  to  face. 

Q.  But  as  it  stands  now  you  have  either  got  to  raise  your  rates 
or  reduce  your  expenses  ?  A.  That  is  so  in  the  case  of  a  number 
of  companies — ^well,  it  is  about  thle  truth. 

Q.  I  intended  asking  you  definitely  just  what  you  do  add  to 
the  net  premiums  in  order  to  determine  the  amount  of  loading? 
A.  Well,  I  did  not  make  those  premiums  up,  Mr.  Hughes. 

Q.  Well,  what  has  been  added  in  making  them  up?     A-  For 
instance  on  the  ordinary  life,  some  companies  they  adopted  the 
plan  of  adding  one-third  to  it. 
BY  MR  COX: 

Q.  What  has  your  company  done — that  is  what  we  want  to 
know  ?     A.  Our  company  is  just  a  little  bit  under  one-third. 

Ill 
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Q.  How  miicli  under  ?  A.  Can't  you  give  it  to  lis  ?  A.  That 
varies,  as  I  say;  those  rates  were  not  made  up  by  myself  and 
they  were  not  up  by  a  regular  actuary.  I  endorsed  those  rates 
completely;  those  rates  are  all  right,  but  they  were  not  made 
up  quite  as  scientific  as  some  other  companies,  but  they  are  all 
right. 

BY  MR  HUGHES: 

Q.  Without  characterizing  them,  what  in  fact  is  the  addition 
to  the  net  premium  for  expenses?  A.  It  was  about  one-third  in 
some  cases;  it  varies  with  the  policy;  it  varies  with  the  limited 
payment  and  with  the  endowment. 

Q.  Is  it  less  than  30  per  cent,  in  any  case  ?  A.  Participating 
policy  I  think  there  are  probably  one  or  two  companies 

Q.  ISTo,  no ;  I  am  talking  of  your  company.  Are  those  rates — 
in  making  those  rates  is  your  percentage  of  loading  less  than  30 
per  cent.  ?  A.  In  some  cases  it  is.  It  varies,  I  tell  you,  accord- 
ing to  the  policy. 

Q.  Can  you  give  us  the  termini  of  the  variance  ?  A.  The  or- 
dinary life  the  loading  is  about  one-third  of  the  net  pyemium 
— pretty  near  30  per  cent. — perhaps  30  or  31  per  cent.,  I  should 
say. 

Q.  What  is  it  in  other  forms  of  policies  ?  A.  That  runs  all 
the  way  down  from  30  per  cent,  to  about  10  or  12  per  cent. 

Q.  What  is  the  basis  upon  which  you  determine  that  one  policy 
sliall  have  one  loading  and  another  another?  A.  Well,  on  the 
investment  feature,  for  instance  an  endowment  policy,  you  cannot 
load — an  endowment  policy  is  not  loaded  with  as  heavy  a  per- 
centage. 

Q.  Why  not?  Why  shouldn't  a  man  who  has  endowment  in- 
surance pay  just  as  much  toward  the  expenses  of  the  company  as 
a  man  having  ordinary  life?  A.  Because  there  is  an  investment 
feature  in  there. 

Q.  I  know  you  say  that,  but  I  think  we  ought  to  have  an  ex- 
planation of  the  reason  that  underlies  it.  Now,  for  example, 
you  have  a  term  insurance  for  age  75,  that  is  taken  out,  we  will 
say,  at  age  55 — 20  years  term  insurance.  ISTow,  is  the  loading 
on  that  any  different  than  the  loading  upon  a  twenty  year  endow- 
ment policy  taken  at  the  same  age  ?     A.  Yes,  sir. 

Q.  It  is  suggested  that  the  same  amount  is  paid  per  thousand 
but  not  the  same  percentage  of  the  premium  because  the  pre- 
miums vary  ?     A.  The  premiums  vary. 
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Q.  What  I  want  to  get  at  is:  Take  it  say  the  rate  per  thou- 
sand ;  would  they  vary  in  that  case  ?     A.  Percentages  ? 

Q.  No,  the  pro  rata  amount  according  to  the  amount  of  in- 
surance; would  the  percentage  or  would  the  amount  rather  for 
expenses  be  different  in  the  one  case  from  what  it  is  in  the  other  ? 
A.  Yes,  sir. 

Q.  Well,  why?  A.  On  the  difference  in  the  commissions  that 
are  paid. 

Q.  Exactly.  You  would  pay  larger  commission  for  which 
form  of  policy  ?     A.  Whole  life. 

Q.  I  mean  which  form  comparing  the  probable  life  with  the 
endowment?     A.  Pay  a  larger  commission  on  the  probable  life. 

Q.  And  having  a  larger  commission  on  the  probable  life  you 
charged  the  man  that  takes  it  a  larger  amount  for  the  expenses 
because  there  has  been  more  expense  in  connection  with  his 
policy?    A.  No — ^now  wait.    Just  ask  that  again,  if  you  please. 

Q.  Do  you  have  a  heavier  loading  for  one  thouF.and  dollars  of 
insurance  upon  a  probable  life  policy  than  upon  a  twenty-year 
endowment?    A.  In  some  cases,  yes,  and  some  cases  no. 

Q.  Take  them  at  age  25 — 55  in  both  cases?  A.  The  endow- 
ment is  heavier.     The  endowment  has  the  heavier  loading. 

Q.  Why?    A.  Because  we  have  got  heavier  expenses  in  it. 

Q.  Lower  in  amount,  although  not  so  much  lower  in  percentage  ? 
A.  Yes.    That  is  it,  lower  in  amount. 

Q.  We  were  speaking  of  the  preliminary  term  period.  ISTow, 
under  this  practice  of  issuing  preliminary  term  policies  and  valu- 
ing them  as  they  are  permitted  to  be  valued  by  the  New  York 
Department,  at  the  end  of  last  year  the  valuation  was  how  much? 
A.  Those  figures  are  about  correct.  I  presume  they  are;  they 
are  taken  from  the  statement,  and  they  are  approximately  cor- 
rect. It  might  be  a  few  dollars  either  way.  It  is  approximately 
correct. 

Q.  What  is  the  valuation  in  New  York  of  those  policies?  A. 
$2,423,477. 

Q.  What  is  the  valuation  of  the  same  policies  in  Massachu- 
setts?    A.  $2,734,581. 

Q.  Then  you  gain  under  the  ruling  of  the  New  Yortk  Depart- 
ment, as  compared  with  that  of  Massachusetts  just  how  much 
in  the  computation  of  your  liabilities?    A.  About  $311,000. 

Q.  The  question  was  asked  with  regard  to  the  comparison  of 
the  amount  of  reserve  required  under  the  stipulated  premium 
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law  on  stipulated  premium  policies,  valued  as  one  year  term  in- 
surance and  the  reserve  required  on  an  ordinary  life  policy,  issued 
at  the  same  age" under  Article  2  with  regard  to  the  old  line  policies, 
can  you  give  those  figures?  A.  Those  are  approximately  correct, 
I  presume  they  are  exactly  correct;  I  know  that  they  are  exactly 
so. 

ME.  HUGHES:    I  will  read  this: 

Mean  reserve  actuaries  four  per  cent.,  age  35,  whole 

life,  end  of  ten  years $135.72 

Next  year  one  year  term  end  of  10  years 5.87 

Age  35  whole  life  at  end  of  15  years 215.82 

One  year  term  at  end  of  15  years 7.67 

Age  35  whole  life  at  end  of  20  years 302.38 

One  year  term  at  end  of  20  years 10.42 

Q.  What  other  States  value  policies — departing  now  from  the 
stipulated  premium  question,  and  going  back  to  the  matter  we 
had  a  moment  ago  of  prelimnary  term  policies — what  States 
value  policies  of  that  description  in  the  same  manner  as  the  New 
York  Department?  A.  I  think  all  of  the  States  except  Massa- 
chusetts. 

MR  JENKINS:     Vermont? 

THE  WITNESS:  No,  they  value,  I  think,  at  preliminary 
terms.     I  think  that  has  been  changed. 

Q.  Now,  that  difference  of  $311,000  between  the  valuation  of 
your  preliminary  term  policies  in  New  York  and  Massachusetts 
is  due  entirely  to  the  preliminary  term  feature,  is  it  not?  A. 
Yes. 

Q.  Otherwise  the  policies  are  identical?    A.  Yes,  sir. 

Q.  And  of  course  through  that  you  gain  an  amount  which 
you  can  use  for  expenses?    A.  Yes,  sir. 

Q.  And  I  think  you  have  already  stated  that  despite  that  gain 
you  have  through  your  expenses  exceeded  your  loadings  in  the 
manner  stated?    A.  Yes,  sir. 

Q.  Well,  now,  is  that  because  your  loading  is  less  than  it  is 
in  other  companies  ?  Your  commissions  are  no  higher,  are  they  ? 
A.  They  are  higher  than  some  companies  and  lower  than  other 
companies.  It  is  only  fair  to  add,  perhaps  that  if  all  of  our  busi- 
ness, the  whole  thing,  was  on  an  old  line  basis  our  loadings  would 
perhaps  be  a  little  bit  more. 
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Q.  You  might  explain  that  a  little  more  in  detail?  A.  Well, 
that  is  on  account  of  some  of  this  old  business  that  has  a  very 
small  loading. 

Q.  Now,  you  have,  if  I  remember  the  figures  correctly,  about 
$32,000,000  of  probable  life  insurance  out  of  a  total  of  $45,000,- 
000  —  forty-seven  millions,  is  that  about  right  ?  A.  Well,  I 
couldn't  say  as  to  that. 

ME.  HUGHES:   Is  that  right,  Mr.  Turner? 

ME.  TUENEE:   I  think  that  is  about  right. 

Q.  Now,  do  those  policies  that  are  on  the  probable  life  basis 
have  a  surrender  value  ?    A.  At  the  end  of  ten  years. 

Q.  What  amount  of  surrender  value  do  they  have  at  the  end 
of  ten  years?  A.  Well,  the  surplus  apportioned  by  the  actuary 
of  the  company. 

Q.  Nothing  but  the  surplus  ?    A.  On  a  surplus  basis,  yes. 

Q.  In  the  annual  course  of  things  for  term  policies  where  the 
rates  of  premiums  are  according  to  what  is  necessary  td  carry 
the  insurance  for  the  term  in  your  calculation,  there  would  not 
be  except  by  some  saying  anything  at  the  end_  of  ten  years  or  at 
the  end  of  twenty  years?  A.  There  would  be  a  percentage  of 
the  reserve. 

Q.  Do  you  give  percentage  of  the  reserve  in  surrender  value? 
A.  We  have  not  surrendered  any  of  them,  but  that  is  the  inten- 
tion. 

Q.  Is  there  any  contract  to  that  effect?  A.  No,  sir,  it  does 
not  specify  it  at  all. 

Q.  Is  there  any  contract  ^  there  would  not  be  anything  of 
that  certainly  at  the  end  of  twenty  years  ?  A.  Yes,  there  would 
be  a  reserve  on  some  policies  at  the  end  of  twenty  years. 

Q.  Have  you  any  contract  for  the  giving  that?  A.  No,  sir, 
that  is,  no  definite  contract,  I  mean  as  to  the  reserve  or  others, 
but  we  can  have  a  surplus  whatever  it  is.  I  don't  mean  to  say 
he  has  not  got  a  surplus  or  cannot  have  any  at  the  end  of  twenty 
years. 

Q.  That  will  depend  upon  the  operations  of  your  company;  if 
it  goes  along  as  last  year  there  won't  be  any.  If  you  increase 
your  rates  or  diminish  your  expenses  you  might  have  some; 
you  have  got  a  fair  saving  on  mortality  now?     A.  Yes. 

Q.  It  is  a  mere  matter  of  keeping  your  expenses  down  or  rais- 
ing your  rates  and  the  question  of  surplus  will  depend,  of  course, 
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upon  the  future.  Now,  -vvitli  regard  to  the  other  forms  of  pol- 
icies, the  balance  of  fifteen  millions  over  the  thirty-two  mil- 
lions of  probable  life,  do  they  have  surrender  values?  A.  Yes, 
sir. 

Q.  And  calculated  upon  what  basis?  A.  On  the  basis  of  the 
reserve. 

Q.  Now,  here  is  a  policy  No.  23,239,  issued  by  your  company 
on  the  life  of  Mr.  Costello.  This  is  the  policy,  amount  is  two 
thoiisand  dollars,  issued  at  age  what  ?    A.  Fifty-three. 

Q.  What  date?    A.  1898. 

Q.  What  kind  of  a  policy  do  you  call  that?  A.  I  think  that 
was  issued  as  a  stipulated  premium  contract,  sir. 

Q.  Stipulated  premium  contract?  A.  I  think  so,  sir.  I  am 
not  quite  familiar  with  that. 

Q.  What  shall  we  call  it?  A.  An  assessment  policy,  prior  to 
the  stipulated  premium. 

Q.  And  this  called  for  $36.32  annually?     A.  Semi-annually. 

Q.  Semi-annually  —  $36.32  semi-annually,  or  $72.64  a  year. 
A.  Yes. 

Q.  Now,  that  was  to  be  paid  continuously  during  the  entire 
term  of  the  policy"?  And  was  subject  to  increase  of  rates?  A. 
Yes,  sir. 

Q.  On  the  second  page  I  find  the  following :  "  That  all  ac- 
cumulations to  the  Mortuary  Fund  above  existing  death  claims 
by  reason  of  premiums  paid  hereunder  together  with  such  por- 
tion of  the  reserve  fund  (which  at  no  time  shall  be  less  than 
$100,000)  as  may  be  necessary  according  to  the  standard  adopted 
by  the  Association  shall  be  held  for  mortuary  adjustments  to 
equalize  the  yearly  premiums.  All  accumulations  in  excess  of 
such  requirements  shall  be  returned  as  dividends  in  accordance 
with  the  terms  of  this  policy;  it  being  understood  and  agreed 
that  .the  mortality  element  of  the  premium  hereon  may  be  varied 
to  conform  to  the  mortality  experience  of  the  Association. 

"  Third.  That  after  five  years  from  its  date  and  while  in  full 
force,  the  Association  will  annually  credit  this  policy  with  the 
excess  arising  from  that  portion  of  the  premium  deposited  to 
the  reserve  fund  for  each  respective  fourth  preceding  year  above 
the  amount  required  for  mortuary  adjustment.  The  dividends 
so  apportioned  may  be  left  to  acciimulate  or  may  be  apjDlied  in 
leduction  of  credit  premiums  or  upon  surrender  of  this  policy 
\^'hile  in  force,  may  either  be  drawn  in  cash  or  applied  to  pur- 
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chase  a  non-participating  commuted  policy  on  the  basis  of  the 
combined  experience  table  of  mortality  at  four  per  cent,  in- 
terest." 

ISTow,  in  April  last  the  question  of  the  surrender  value  of  that 
policy  was  taken  up  by  you  with  the  insured,  was  it  not?  A. 
Yes,  sir. 

Q.  Up  to  that  time  the  insured  had  paid  right  along  this 
amount  of  $72.64  in  the  aggregate  a  year  without  an  increase  of 
rates  ?    A.  Yes,  sir. 

Q.  And  had  paid  that  from  1898  ?    A.  Yes. 

Q.  The  si;rrender  value  in  April,  1905,  amounted  to  how  much? 
A.  $33.09. 

Q.  How  was  that  arrived  at?  A.  The  difference  between  the 
net  premiums  and  the  cost  of  carrying  the  insurance. 

Q.  Do  you  mean  the  whole  difference?  A.  ISio,  sirj  fifty  per 
cent,  surrender  charge. 

Q.  What  is  meant  by  fifty  per  cent,  surrender  charge?  A. 
That  is  —  perhaps  put  it  that  way  —  a  penalty  for  lapsing  a 
policy.  That  goes  to  the  fund  of  keeping  the  other  policies  level 
as  long  as  possible;  that  was  issued  at  a  cheap  low  rate  of  pre- 
mium. I  think  you  will  find  that  compares  about  with  the  ten 
year  term  rate  issued  by  other  old  line  companies  upon  which 
they  would  not  expect  to  receive  any  surrender  value. 

Q.  Was  this  surrender  value  in  the  Costello  case  computed 
upon  the  basis  called  for  by  the  policy?  A.  I  think  we  could 
have  made  it  a  little  less  according  to  the  terms  of  the  policy  if 
we  wanted  to. 

Q.  Why  didn't  you  compute  it  according  to  the  terms  of  the 
policy?  A.  Because  we  wished  to  be  fair  and  square  with  him, 
that  is  all. 

Q.  Does  not  that  really  operate  to  give  him  an  advantage  at 
the  expense  of  others?  A.  I  think  not.  That  $66  stood  to  his 
credit,  and  we  were  willing  to  give  him  50  per  cent,  of  it  where 
we  could  have  given  him  less.  We  wanted  to  be  fair  and  square 
with  the  other  policy  holders. 

Q.  You  made  it  square  by  taking  the  50  per  cent?  A.  I 
deemed  that  a  fair  surrender  charge  under  the  circumstances. 

Q.  On  what  basis  do  you  calculate  a  surrender  value  ?  A.  On 
the  basis  taking  the  difference  between  the  net  premiums  and 
the  mortality  cost. 

Q.  If  you  had  calculated  it  on  the  basis  of  the  contract  the 
surrender  value  would  have  been  what  amount?     A.  Well,  I 
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think  there  is  a  reserve  requirement  there  of  $100,000,  if  I  am 
not  mistaken  in  that  contract. 

MR.  DAWSON:  You  have  got  it. 

THE  WITNESS:  Under  these  special  poKcies 

jVCR.  DAWSON:  You  have  got  it. 

THE  WITNESS:  Where? 

BY  ME.  HUGHES: 

Q.  Are  you  prepared  to  say  what  the  amount  would  have 
been  if  you  had  fixed  it  according  to  the  contract?  No,  I  would 
have  to  figure  that  out  specially. 

THE  CHAIRMAN:  Mr.  Hughes,  when  he  says  difference 
between  net  premium  and  mortality  cost,  I  presume  he  means 
actual  mortality  cost  —  do  you  mean  that? 

THE  WITNESS:  Mortality  cost. 

THE  CHAIRMAN:  Net  premiums  is  mortality  cost? 

A.  Net  premium  —  It  was  one  of  those  policies  where  the  net 
premium  was  just  a  little  bit  greater  than  the  mortality  cost 
during  the  first  few  years. 

THE  CHAIRMAN:  Proved  it  to  be  greater? 

THE  WITNESS:  Yes,  sir. 

THE  CHAIRMAN:  You  deducted  actual  mortality  cost  from 
estimated  mortality  cost. 

BY  MR.  HUGHES: 

Q.  I  "will  read  in  evidence  the  letter  witb  regard  to  th.e  com- 
putation. 

THE  WITNESS:  All  right,  sir. 

Computation  marked  Exhibit  No.  654  and  read  in  evidence  by 
Mr.  Hughes. 

Q.  What  is  the  experience  of  your  company  in  connection 
with  lapses — is  it  correctly  stated  in  the  Wisconsin  report  for 
1905?  A.  Yes,  sir.  No,  this  is  the  Security  Trust  &  Life  Insur- 
ance Company. 
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Q.  Pardon  me,  I  gave  you  the  wrong  page.  What  is  it?  A. 
$8,561,848. 

Q.  So  last  year  you  wrote  business  of  about  $13,800,000  and 
you  lapsed  about' eight  million?    A.  About. 

Q.  Had  a  net  gain  of  about  $5,000,000?    A.  Yes,  sir. 

Q.  Was  that  an  unusual  year  or  was  that  about  the  rate?  A. 
That,  I  think,  was  a  little  heavier  than  the  two  preceding  years. 

Q.  Did  you  state  what  percentage  of  the  reserve  you  give  on 
the  surrender  of  a  policy  which  does  not  belong  to  the  probable 
life  class  or  the  old  assessment  class  ?  A.  You  mean  on  the 
old  line  business? 

Q.  Yes.  A.  Yes,  sir.  That  is  made  part  of  the  contract. 
Those  figures  are  incorporated  in  all  cases  in  the  contract,  that 
is  a  part  of  it;  it  is  m  the  regular  table  of  loans,  cash  surrender, 
paid  up  and  so  forth. 

Q.  Is  it  practically  the  same  as  other  companies?  A.  Yes, 
sir. 

Q.  What  surplus  did  the  company  have  when  it  changed  into 
an  old  line  legal  reserve  company  ?  A.  That  I  could  not  tell  you, 
sir,  offhand. 

Q.  Can  you  get  it  from  that  (showing  witness  blue  book)  ? 
A.  Well,  according  to  these  tables  right  here  it  would  be  $567,643. 

Q.  I  am  informed  that  one  policy  of  your  company  contains 
this  clause :  "At  the  expiration  of  each  period  of  five  years  from 
the  date  of  this  policy  the  Board  of  Directors  shall  have  the 
power  to  change  the  rate  of  future  mortuary  payments  to  con- 
form to  the  actual  mortality  experience  of  the  association  if  such 
change  shall  to  them  seem  necessary  or  expedient."  Are  you 
familiar  with  that  ?     A.  I  believe  there  was  one  like  that. 

Q.  In  this  policy  I  read  a  moment  ago  the  clause:  "It  being 
understood  and  agreed  that  the  mortality  element  of  the  premium 
herein  may  be  varied  to  conform  to  the  mortality  experience  of 
the  company."  'Now,  as  matter  of  fact,  you  have  had  a  gain  from 
mortality,  have  you  not  ?  A.  Yes,  sir,  on  the  whole  business,  yeg, 
sir. 

Q.  But  not  on  the  particular  policies  on  which  you  have  raised 
the  rates.  Have  you  raised  the  rates  upon  policies  where  it  was 
not  required  by  the  mortality  change?  A.  No,  sir,  not  in  any 
single  instance. 

Q.  When  I  asked  you  the  amount  of  policies  outstanding  of 
the  old  assessment  business  and  you  said  four  or  five  millions,  t>^t 
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practically  stands  for  all  the  business  written  bj  the  Security 
Mutual  Life  Association  ?    A.   Yes. 

Q.  To  what  extent  has  that  business  lapsed  since  the  rates  have 
been  raised  by  the  company  ?  A.  I  should  say  about  8  or  10  per 
cent. 

Q.  Will  the  holders  of  the  old  policies  be  paid  generally  out  of 
the  funds  of  the  Association ;  that  is,  in  case  of  claims  will  their 
beneficiaries  be  paid  out  of  the  funds  of  the  Association  or  out 
of  the  amounts  raised  by  the  assessments  upon  the  old  policies  ? 
A.  Be  paid  by  the  company. 

Q.  Do  you  plan  to  raise  the  assessment  rate  sufficiently  on  the 
old  assessment  policies  to  enable  them  to  take  care  of  their  own 
mortality  ?  A.  That,  Mr.  Hughes, — there  is  nothing  about  our 
increase  in  rates — ^there  is  nothing  problematical.  It  is  stated, 
so  much  each  year,  equal  to  the  one  year  term,  and  there  is  nothing 
problematical  about  it. 

Q.  The  point  is  whether  the  losses  upon  the  old  assessment  poli- 
cies will  be  paid  out  of  the  amounts  contributed  by  the  old  assess- 
ment policyholders,  or  will  the  new  policyholders  on  old  line  in- 
surance through  their  premiums  contribute  to  those  losses  ?  A. 
The  policies  will  be  paid  by  the  company  the  same  as  any  other 
claims. 

■Q.  Yes,  but  will  the  amounts  produced  by  the  old  assessment 
policies  be  sufficient  to  take  care  of  the  losses  on  those  policies  ? 
A.  In  most — I  should  say  ordinarily,  yes.  There  might  be.  We 
might  have  to  use  a  little  general  surplus  for  that,  a  few  thousand 
dollars,  that  I  could  not  say.  As  a  general  proposition  I  should 
say  yes. 

Q.  But  you  have  not  segregated  the  old  assessment  business 
and  raised  the  rate  on  that  business  so  as  to  provide  a  fund  which 
will  meet  the  claims  on  that  business  ?  A.  'No,  sir.  In  other 
words,  if  you  mean  equity  assessments,  over  and  above  the  one 
year  term  rate,  no  we  have  not. 

Q.  Then  I  understand  that  in  effect  the  old  assessment  policy- 
holders, under  the  raised  rates  are  now  paying  term  insurance, 
according  to  the  cost  of  the  insurance  yearly?  A.  That  is  it 
exactly. 

Q.  At  attained  age?    A.  Exactly. 

Q.  So  they  are  not  a  burden  upon  the  other  policyholders  of 
the  company?    A.  Ko,  sir. 

Q.  And  in  fixing  these  term  rates  you  take  the  ordinary  actu- 
arial experience  ?    A.  That  is  it. 
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Q.  There  is  not  quite  as  much  loading  for  expenses  ?    A.  No. 

Q.  There  is  a  little  gain  there  that  you  spoke  of  a  while  ago  ? 
A.  Yes,  there  is  a  little  gain  to  the  old  policyholders. 

Q.  I  mean  to  the  policyholders  as  compared  with  the  new.  A. 
Yes. 

BY  ME.  COX: 

Q.  I  suppose  these  provisions  of  your  policy  here  relating  to 
the  surrender  value  and  the  options  that  the  policyholder  can 
get,  are  intended  to  lead  the  policyholder  to  believe  he  is  going 
to  get  some  of  those  benefits,  are  they  not?  A.  Well,  I  should 
naturally  suppose  so. 

Q.  They  are  put  in  for  the  purpose  of  at  least  providing  for 
something  that  appears  to  be  tangible,  and  he  is  likely  to  get  ? 
A.  Yes,  sir. 

Q.  But  how  do  you  expect  to  take  care  of  it  if  you  are  not 
making  a  provision  for  it  in  your  premiums  ?  A.  You  are  re- 
ferring now  to  some  of  that  old  assessment  business,  I  presume  ? 

Q.  No,  I  am  referring  to  the  general  work  of  your  company. 
You  say  you  are  going  to  divide  the  silrplus  among  the  policy- 
holders, that  is,  as  you  compute  it?     A.  Yes. 

Q.  And  yet  the  record  seems  to  show  that  your  surplus  is  less 
to-day  than  it  was  in  1899,  some  six  or  eight  years  ago.  Now,  if 
you  take  the  record  of  your  company  in  comparison  with  your 
policy,  how  do  you  expect  to  pay  anything  to  a  policyholder  by 
way  of  divisions  ?  A.  I  am  not  sure  that  that  surplus  was  made 
up  by  the  same  standard  that  it  is  to-day.  Now,  I  will  explain 
a  little  incident  as  an  illustration.  Back  in  1902,  that  was  before 
I  came  with  the  company,  the  Security  Mutual  Life  Insurance 
Company  made  up  its  report.  It  showed  a  surplus  something  like 
five  hundred  and  ninety-one  thousand  dollars.  The  statements 
were  printed,  and  Mr.  Turner  asked  the  Insurance  Department 
to  come  down  and  verify  that  report.  They  did  that,  and  looking 
it  over  they  found  some  mistakes  that  had  been  made  by  the  com- 
pany, honest,  perfectly  honest  in  making  up  that  statement.  They 
were  so  honest  they  had  the  statements  printed  and  believed  the 
Insurance  Department  would  come  down  and  verify  them.  In 
other  words,  they  were  using  the  same  old  assessment  idea  in 
making  up  that  statement.  The  Department  found  those  mis- 
takes and  reduced  their  surplus  $128,000,  I  think.  And  that 
same  principal  has  been  carried  in  two  or  three  preceding  years. 
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Q.  But  the  record  seems  to  show,  according  to  tlie  blue  book, 
that  your  surplus  has  been  reduced  this  year?  A.  Yes,  sir,  the 
surplus  was  reduced  this  last  year,  but  I  thought  you  were  re- 
ferring back  several  years  ago. 

Q.  I  am  taking  the  figures  of  1904  for  your  surplus,  which 
seems  to  be  $505,000  in  round  numbers,  whereas  in  1899,  it 
shows  a  surplus  of  $654,000.  A.  Well,  you  know  the  surplus  is 
not  a  fixed  amount.  It  decreases  and  increases.  Now,  the  year 
before  our  surplus  increased  and  last  year  it  decreased  a  little, 
and  the  chances  are  it  will  increase  this  year.  That  is  a  fluctuat- 
ing element. 

Q.  Well,  the  fact  is  you  have  not  been  making  any  substantial 
gain  in  your  surplus  ?    A.  ISTo,  sir. 

Q.  And  yet  your  policy  provides  for  a  distribution  of  the  sur- 
plus under  the  terms  of  the  policy?  A.  Well,  I  think  we  have 
given  those  people  all  that  they  were  entitled  to. 

Q.  How  much  did  you  distribute  in  the  last  year  to  your  policy- 
holders by  way  of  dividends  ?  A.  That  I  could  not  say  without 
referring  to  the  statement.  ' 

Q.  It  was  less  than  ten  thousand  dollars,  wasn't  it  ?  A,  I  think 
so. 

Q.  And  the  year  before  less  than  forty-five  hundred  ?  A.  Yes, 
that  refers  to  annual  dividend  policy.  We  had  very  few  annual 
dividend  policies  that  year,  and  the  next  year  it  increased  and  the 
next  year  it  will  be  correspondingly  large.  We  have  very  few 
annual  dividend  contracts  then. 

Q.  Of  course,  the  point  of  my  inquiry  is  whether  there  is  a 
justification  or  a  provision  in  your  policy  for  the  distribution  of 
surplus  when  the  record  shows  you  are  not  making  any  substantial 
gain  in  the  surplus.    A.  I  see  your  point, 

OHAELES  M.  TUEISIEIl  recalled: 

BY  ME.  HUGHES : 

Q.  You  wanted  to  state  why  the  surplus  had  not  increased  ?  !A. 
Well,  the  surplus  has  increased. 

Q.  Then  you  want  to  state  why  it  has  ?  A.  Yes,  sir.  At  the 
time  we  reincorporated  as  an  assessment  company,  prior  to  rein- 
corporation we  had  been  in  the  habit  of  reporting  as  an  assess- 
ment premiums  in  the  course  of  collection,  away  in  excess  of  the 
amount  which  we  are  allowed  to  report  as  an  old  line  company. 
Now  the  question  in  the  old  line  blanks,  and  in  the  co-operative 
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blanks,  I  am  making  this  explanation  because  of  this  gentlemen's 
question,  the  question  in  the  old  line  blank  that  we  now  report 
under,  and  the  assessment  blanks,  which  we  then  reported  under 
is  practically  the  same,  but  we  have  been  carrying  as  an  asset 
premiums  in  course  of  collection  away  beyond  what  we  were  en- 
titled to,  and  as  Mr.  Dickenson  testified  to  you  here,  they  were 
stricken  off  in  a  single  year  by  reason  of  a  policy  valuation  made 
by  the  Department  in  the  State  of  New  York,  $128,000. 

BY  ME,  COX: 

Q.  For  what  year  ?  A.  For  the  year  in  which  they  made  that,  I 
could  not  tell  you.  Whenever  they  commence  to  examine  us 
yearly. 

ME.  DIOKENSOl^:  That  same  error  extended  back  in  the 
fonr  1-  years,  it  was  simply  just  carried  forward. 

THE  WITNESS:  So  that,  my  dear  sir,  we  had  been  reporting 
more  surjflus  than  we  had,  you  understand.  We  had  been  report- 
ing surplus  for  two  or  three  years  in  excess  of  the  amount  we  were 
entitled  to,  and  while  it  made  no  difference  in  our  assets,  it  still 
made  the  same  difference  in  the  showing  made  upon  our  blank.  I 
had  made  my  report  to  the  various  insurance  departments,  and 
upon  being  advised  of  this  I  promptly  applied  to  the  department 
and  withdrew  them,  and  filed  a  new  statement. 

Now,  another  thing,  in  1904,  Mr.  Hughes,  we  commenced  to 
build  a  building  in  March,  1904.  We  had  two  lots  upon  which 
there  were  buildings  erected,  and  which  were  rentable  property. 
The  Department  in  their  valuation  for  our  last  year's  report  said 
that  we  were  not  entitled  to  the  full  value  of  that  property,  be- 
cause we  had  torn  down  the  buildings  and  there  was  no  rental 
value,  and  we  had  not  yet  a  building  which  would  rent,  conse- 
quently we  were  only  entitled  to  the  value  of  the  lots  plus  the 
amount  of  money  we  had  then  expended  in  the  building,  there- 
fore, I  think  there  was  something  like  forty  thousand  dollars  that 
was  cut  off  from  our  surplus  by  reason  of  it. 

About  four  years  ago,  Mr.  Hughes,  I  asked  the  Department  of 
the  State  of  New  York  for  a  favor.  I  think  I  have  asked  this 
Department  to  favor  our  company  in  three  instances.  The 
first  one  was  permission  to  register  policies.  The  second  one, 
was  that  upon  the  first  day  of  each  year,  or  the  second  day 
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rather,  properly  speaking,  they  would  send  examiners  to  our  com- 
pany, and  make  a  thorough  examination,  and  verify  our  report* 
so  that  when  we  made  our  report  it  would  be  a  certified  report, 
certified  to  by  the  Insurance  Department,  rather  than  our  own 
statement. 

jSTow  they  discovered  in  this  two  differences — they  lowered  our 
valuations  in  this  last  one  and  in  the  first  one  they  discovered 
this  error  in  the  manner  of  reporting  premiums  in  course  of  col- 
lection. Now  we  have  taken  a  shrinkage  of  something  like— I 
would  not  wonder  if  the  total  shrinkage  they  have  given  us  was 
about  $200,000,  since  those  dates  and  still  we  have  kept  our  sur- 
plus up  to  the  point,  so  there  has  actually  been  an  increase  in 
our  siirplus  all  the  time  by  reason  of  the  fact  that  we  were  re- 
porting as  an  assessment  company  assets  that  we  should  not  have 
done. 

BY  THE  OH^ilKMAN': 

Q.  Do  you  pay  any  commission  on  collection  of  premiums  ?  A. 
We  do,  we  pay  3  per  cent. 

Q.  To  whom  ?  A.  To  the  collector.  JSTow  here  in  ISTew  York  we 
have  a  salaried  collector  and  pay  no  commissions,  but  where  we 
have  not  sufficient  business  to  do  that  we  pay  the  collector  3  per 
cent. 

Q.  What  do  you  do  in  Alabama  where  you  have  a  general  agent 
in  charge  of  the  business  ?  A.  Well,  our  Alabama  business  is  all 
controlled  by  a  collector  in  Atlanta. 

Q.  Is  he  the  same  man,  is  he  is  in  the  same  department  as  the 
general  agency?  A.  l^o,  he  is  in  the  office  at  Atlanta.  Mr.  Co- 
field  is  our  general  agent. 

Q.  Is  he  paid  a  salary  or  commission  ?  A.  He  is  paid  a  com- 
mission, but  his  commission  does  not  exceed  a  salary  of  about 
$1,800  or  $1,900  a  year,  and  he  occupies  three  States. 

Q.  Are  your  premiums  collected  in  every  instance  by  the  agents 
who  solicit  insurance?  A.  Well,  we  do  not  pay  any  comraission 
on  that,  but  we  reserve  the  right  at  all  times  under  all  contracts, 
Mr.  Armstrong,  to  discontinue  the  collection  of  premiums.  We 
make'  no  contracts  for  it,  so  when  it  becomes  more  profitable  in 
any  place  by  reason  of  the  volume  of  business  to  have  the  col- 
lector on  a  salary,  we  have  one  put  in  on  a  salary. 

Q.  Are  your  solicitors  collectors  in  any  instance  also  ?  A.  They 
are  collectors  of  first  year's  premiums  only. 
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ME.  JEISTKINS:    Unless  they  are  appointed. 

TI-IE  WITISTESS:  Unless  they  are  appointed  regular  collec- 
tors and  give  bond. 

Q.  I  asked  you  whether  that  is  so  or  not,  whether  men  who 
solicit  insurance  also  collect  premiums?  A.  Some  do  and  some 
do  not. 

Q.  And  where  they  collect  insurance  premiums  that  get  three 
per  cent,  for  it  ?    A.  They  do. 

BY  ME.  HUGHES: 

Q.  I  have  been  requested  to  refer  you  to  the  resolution  for  the 
appointment  of  an  investigating  committee  and  other  matters  re- 
lating to  the  management  of  your  company,  passed  on  May  11, 
■  1905.    Is  this  the  resolution?    A.  It  is. 

ME.  HUGHES:    I  offer  it  in  evidence. 

Paper  marked  Exhibit  ISTo.  655  and  read  by  Mr.  Hughes. 

Q.  I  think  I  asked  you  before,  but  I  want  to  make  sure  of  it, 
whether  your  company  through  ownership  of  securities,  loans  or 
agreement  or  arrangement  of  any  kind  whatever  had  any  interest 
directly  or  indirectly  in  any  institution,  business  concern  or  enter- 
prise in  the  City  of  Binghamton  other  than  the  First  National' 
Bank?     A.  We  have  not. 

Q.  Have  any  officers  of  your  company  had  any  rebate  on  any 
insurance  in  the  company?     A.  l^ot  to  my  knowledge. 

Q.  You  have  not  had  ?     A.  No. 

Q.  I  think  you  testified  to  that.  Nor  from  any  other  com- 
pany ?  A.  No.  Now,  Mr.  Hughes,  I  won't  say  positively  aboiit 
that,  for,  when  I  was  chairman  of  the  convention  of  Mutual  Life 
Underwriters,  I  have  a  recollection  of  taking  one  $5,000  policy, 
and  I  don't  believe  it  was  solicited  by  the  president  who  issued  it — 
that  I  paid  a  whole  first  year's  premium  on  it,  but  it  was  ten  or 
twelve  years  ago.  I  could  not  say  positively,  but  I  never  have  in 
my  own  company  received  a  rebate  or  a  cent  reduction  in  pre- 
miums, neither  has  any  officer  of  the  company  or  director. 

ME.  HUGHES :  Have  you,  Mr.  Jenkinsi,  received  any  rebate 
on  any  insurance  in  your  company? 

ME.  JENKINS:     Not  to  the  extent  of  one  cent. 
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ME.  HUGHES:     Or  any  other  company? 

ME.  JENSEN'S:    No. 

BY  ME.  COX: 

Q.  How  much  insurance  do  you  carry,  Mr.  Turner,  in  any 
other  company  besides  your  own?  A.  Not  a  dollar.  I  have 
$24,000  in  the  Security  Mutual ;  that  is  aU  I  have. 

BY  ME.  HUGHES: 

Q.  The  question  has  been  raised,  Mr.  Turner,  with  regard  to 
the  guarantee  of  the  Agency  and  Investment  Company  that  you 
should  have  $5,000,000  of  insurance,  as  it  stood  under  the  original 
contract  each  year,  new  business,  and  as  to  what  would  be  the 
consequences  if  that  guarantee  were  not  made  good.~  I  note  that 
the  contract  provides  that  in  the  event  of  the  said  first  party  to 
receive  good  and  acceptable  applications  for  life  insurance  aggre- 
gating  $5,000,000  a  year  during  the  continuance  of  this  contract, 
said  second  party  agrees  to  pay  the  said  first  party  the  sum  of 
$1.50  for  each  and  every  $1,000  of  such  deficiency,  for  such  year, 
so  that  if  the  new  business  aggregated  $4,000,000  instead  of 
$5,000,000,  and  there  was  a  deficiency  of  $1,000,000,  there  would 
be  how  much  to  be  paid  by  the  Agency  &  Investment  Company  ? 
A.  Upon  $1,000,000,  there  would  be  $1.50  on  1,000  policies  of 
$1,000  each. 

Q.  $1,500?    A.  $1.50. 

Q.  And  if  none  of  the  insurance  was  written,  that  is  if  they 
did  not  get  any  new  business  at  all,  the  maximum  under  the  first 
contract  that  the  Agency  and  Investment  Company  would  have 
had  to  pay  would  have  been  $7,500.     A.  Yes. 

Q.  So  that  you  could  not  rely  upon  that  contract  to  get  your 
new  business?  A.  Mr.  Hughes  you  asked  me  what  the  result 
would  be  if  we  should  fail  to  get  less  than  $5,000,000  of  business 
and  I  will  answer  first  that  the  result  to  the  agency  company 
would  have  been  a  loss  of  $1.50  a  thousand.  The  result  to  the 
Security  Mutual  Life  would  have  been  failure  if  it  continued 
very  long. 

Q.  Yes,  what  I  am  getting  at — ^it  has  been  suggested  that 
you  need  not  exert  yourself  so  hard  to  get  business,  because 
you  had  a  guarantee  from  the  Agency  &  Investment  Company. 
As  a  matter  of  fact  that  guarantee  only  meant  $1.60  a  $1,000. 
A.  Yes,  that  is  all.  
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Q.  And  now  it  is  a  guarantee  of  $3,500,000  of  business.  A. 
And  tiey  would  not  get  so  muck  from  whicli  to  get  the  dividend. 

Q.  Certainly^  but  I  am  speaking  now  of  the  amount  of  recov- 
ery by  the  Life  Company  in  case  of  a  default  on  the  guarantee, 
and  it  is  $1.50  a  $1,000.     A.  Yes. 

Q.  Up  to  $3,500,000.     A.  Yes. 

MR.  HUGHES:  I  wish  to  put  upon  the  record  the  by-law  of 
your  company  with  regard  to  the  voting  for  directors.  Section 
5  of  Article  2 :  "  Each  member  in  good  standing  at  each  annual 
or  special  meeting  of  the  members  shall  be  entitled  to  vote  in 
person  or  by  proxy  for  each  $1,000  of  insurance  in  the  company 
effected  on  his  or  her  own  life,  provided  that  no  vote  by  proxy 
or  power  of  attorney  shall  be  accepted  unless  such  proxy  or  power 
of  attorney  is  registered  with  the  general  manager,  or  in  the  event 
of  his  death  or  absence  with  the  Registrar  of  the  company,  any 
ten  days  before  the  meeting  at  which  such  vote  is  offered. 

Mr.  Jenkins  says  according  to  his  construction  of  the  contract, 
the  clause  I  have  read  from  the  contract  is  not  to  be  taken  as  a 
liquidatiag  damage  clause,  but  that  the  Agency  and  Investment 
Company  would  be  responsible  in  addition  to  that  for  the  amount 
which  would  enable  the  Life  Insurance  Company  to  get  the 
requisite  insurance.  Of  course  that  is  a  matter  of  legal  opinion 
upon  the  contract. 

MR.  JENEINS:  But  it  does  not  purport  to  be  the  damages 
at  all. 

MR.  HUGHES:  But  it  does  purport  to  show  what  the  company 
shall  pay. 

MR.  JENKESrS:  An  additional  amount. 

MR.  HUGHES:  It  does  not  say  additional,  does  it? 

MR.  JElSTKIlSrS :  That  is  the  construction  I  put  upon  it. 

Q.  How  is  that,  Mr.  Turner,  do  you  take  proxies  for  a  term 
of  years?  A.  I  did  take  a  few  for  a  period  of  five  or  seven  years. 
I  haven't  taken  any  proxies  for  quite  a  number  of  years. 

Q.  Have  you  a  form  of  proxy  here?     A.  No. 

MR.  HUGHES:  You  can  send  us  a  form  of  proxy  in  use. 

MR.  TURNER:  I  testified  the  other  day  that  I  did  not  think 
I  had  over  one  thousand  votes  which  were  used. 
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DAVID  S.  DICKENSON,  resumed: 
BY  MR.  HUGHES: 

Q.  I  find  by  the  report  of  your  company  to  the  State  of  Massa- 
chusetts, of  December  31,  1904,  that  the  amount  of  uncollected 
and  deferred  premiums  is  stated  at  a  total — that  is  new  business,  of 
$103,951.26,  and  that  in  the  New  York  report  the  gross  premiums 
due  as  unreported,  and  gross  deferred  premiums,  is  stated  to  be 
$36,824.66.  What  is  the  explanation  of  that?  A.  I  am  awfully 
glad  you  brought  that  up.  It  enables  me  to  make 
little  explanation  that  skipped  me  when  I  was  on  the 
stand  before.  You  spoke  of  a  difference  of  something  like 
three  hundred  and  eleven  thousand  dollars,  between  the  reserve 
according  to  the  New  York  and  Massachusetts  standard.  Now, 
the  New  York  Department,  we  only  report  the  paid  for  life  in- 
surance, which  is  perhaps  two  or  three  million  dollars  less  than 
on  the  whole  business.  In  Massachusetts  we  report  all  policies 
and  they  value  all  of  the  policies.  Now,  we  report  the  first  pre- 
miums only  to  New  York  on  the  paid  for  business  and  in  Massa- 
chusetts the  company  has  reported  on  the  whole  basis.  You 
see  that  would  make  it  so — the  difference  really,  it  would  not  be 
three  hundred  and  eleven  thousand  dollars,  on  account  of  the  dif- 
ference in  insurance.     You  can  find  the  insurance  in  force  there. 

Q.  The  difference  between  the  surplus  brought  out  in  the  one 
report  and  the  one  brought  out  in  the  other  is  about  three  hun- 
dred and  fifty  thousand  dollars,  Mr.  Dawson  tells  me.  A.  "Well, 
whatever  it  is.     I  take  his  figures  as  he  gave  them  to  me., 

Q.  The  New  York  surplus  says,  five  hundred  and  five  thousand 
eight  hundred  and  twenty-one.     A.  That  is  right. 

Q.  And  the  Massachusetts  surplus  says,  $148,913.90.     A.  Yes. 

Q.  But  you  can  see  where  we  would  be  entitled  to  a  little  bit 
more. 

GEOEiGE  E.  IDE,  called  as  a  witness,  being  duly  sworn,  tes- 
tified as  follows: 

BY  MR  HUGHES: 

Q.  You  are  the  President  of  the  Home  life  Insurance  Com- 
pany?    A.  Yes. 

Q.  How  long  have  you  been  president  of  that  company?  A, 
Since  1894. 
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Q.  Is  this  the  charter  of  the  Home  Life  Insurance  Company 
(handing  paper)  ?     A.  Yes,  sir,  that  is  the  charter. 

Q.   This  company  was  incorporated  in  1860  ?     A.  1860. 
Q.  Under  what  law  ?     A.  Under  the  g-jneral  law,  I  believe. 
Q.  The  general  act  of  1853  ?     A.  Yes,  I  think  that  is  so. 
Q.  Relating  to  life  companies  ?     A.  Yes. 

MR.  HUGHES :     I  offer  the  Charter  in  evidence. 

Paper  marked  Exhibit  No.  656. 

(Exhibit  No.  656  will  be  foimd  in  the  Book  of  Exhibits.) 

MR.  HUGHES :  I  will  read  upon  the  record  the  following  pro- 
visions of  the  Charter, 

,   Article  4,  Section  1. 

"  Section  1.  The  corporate  powers  of  this  company  shall  be 
vested  in  a  Board  of  Directors,  and  shall  be  exercised  by  such 
Board  and  by  such  ofhcers  and  agents  as  they  may  appoint  and 
empower.  The  Board  of  Directors  shall  consist  of  not  less  than- 
twenty-four,  nor  more  than  forty  persons,  the  majority  of  whom 
shall  be  citizens  of  the  State  of  ISTew  York,  and  each  of  whom 
shall  hold  at  least  ten  shares  of  the  capital  stock  of  the  company. 

"  Section  2.  The  Board  of  Directors  shall  have  power  to  pro- 
vide by  law  what  number  of  the  Board  of  Directors,  less  than  a 
majority,  but  not  less  than  seven,  shall  constitute  a  quorum  of  the 
Board  for  the  transaction  of  business,  and  until  the  Board  shall 
so  provide,  any  number  not  less  than  seven  shall  be  such  quo- 
rum. 

Article  5,  Section  5. 

"At  every  election  of  directors  each  stockholder  shall  be  en- 
titled to  vote  in  person,  or  by  proxy,  on  each  share  of  stock  owned 
and  held  by  him  in  his  own  right  for  not  less  than  thirty  days 
previous  to  such  election ;  and  any  person  insured  for  life,  paying 
to  the  company  a  prem^ium  of  at  least  eighty  dollars,  per  annum, 
shall  be  entitled  to  one  vote,  but  such  vote  shall  be  given  personally 
and  not  by  proxy. 

Article  6,  Section  1. 
"  The  capital  stock  of  the  company  shall  be  one  hundred  and 
twenty-five  thousand  dollars,  which  shall  be  divided  into  shares  of 
one  hundred  dollars  each.  The  stock  shall  be  transferable  only 
on  the  books  of  the  company  in  the  manner  which  the  Board  shall 
prescribe. 
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Section  2. 
"  The  holders  of  the  capital  stock  shall  receive  semi-anmially 
six  per  cent,  on  the  amount  of  stock  held  by  them  respectively; 
but  beyond  the  amount  of  their  capital  stock,  and  the  semi-annual 
payment  of  six  per  cent,  thereon,  as  aforesaid,  they  shall  not  share 
in  the  funds  or  profits  of  the  company,  except  as  they  may  be 
entitled  as  policyholders,  and  then  equally  with  the  other  holders 
of  policies  in  said  company. 

Article  7,  Section  1. 
"  The  Board  of  Directors  shall  cause  a  statement  of  the  affairs 
of  the  company  to  be  made  annually,  which  shall  exhibit  the 
amount  of  the  surplus  or  net  profits  of  the  company,  after  reserv- 
ing a  sum  sufiicient  to  provide  for  all  its  liabilities.  The  net 
profits  so  ascertained  shall  be  apportioned  to  the  holders  of  pol- 
icies, who  may  be  entitled  to  participate  in  the  profits  according  to 
their  respective  contributions  thereto. 

Section  2. 

"  The  Board  of  Directors  may  lend  to  the  holders  of  the  policies 
of  the  said  company,  hereafter  issued,  a  sum  not  exceeding  one- 
third  of  the  annual  premium  on  their  policies,  respectively,  for 
the  payment  of  which,  according  to  the  terms  of  each  loan,  the 
policy  and  all  profits  accruing  thereon  shall  be  pledged,  and  shall 
invest  all  other  funds  and  accumulations  as  is  now,  or  may  here- 
after be  prescribed  by  law. 

Section  3. 
"Any  director  may  examine  any  books  or  vouchers  belonging 
to  the  company  at  any  time  during  ofiice  hours. 

Section  4. 
"  The  Finance  Committee  shall  consist  of  the  president  and  four 
other  directors,  under  whose  supervision  all  investments  of  the 
funds  shall  be  made.  J^o  loan  or  investment  shall  be  made,  ex- 
cept the  same  shall  be  authorized  by  the  vote  of  a  majority  of 
said  committee  at  a  meeting  thereof." 

Q.  That  was  the  original  charter  as  filed?     A.  Yes,  sir. 

Q.  That  was  amended  by  Chapter  183  of  the  Laws  of  1877,* 
and  as  amended  by  the  Laws  of  1881,  Chapter  583,  Section  1, 
and  in  pursuance  of  the  amendment  it  appears  that  a  resolution 
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was  passed  to  change  the  first  section  of  Article  4,  so  that  it  shall 
read : 

"  Section  1.  The  corporate  powers  of  this  company  shall  he 
vested  in  a  Board  of  Directors,  and  shall  be  exercised  by  such 
Board  and  by  such  officers  and  agents  that  they  may  appoint  and 
empower.  The  Board  of  Directors  shall  consist  of  nbt  less  than 
thirteen,  nor  more  than  twenty-three  persons,  a  majority  of  whom 
shall  be  citizens  of  the  State  of  New  York,  and  each  of  whom  shall 
hold  at  least  ten  shares  of  the  capital  stock  of  the  company/' 

Q.  What  is  the  number  of  the  Board  of  Directors  of  your  com- 
pany?    A.  I  think  we  have  twenty-one. 

Q.  And  they  are  all  qualified  stockholders?  A.  They  are  all 
qualified  stockholders. 

Q.  Holding  stock  in  their  own  right,  owned  by  them  bene- 
fically?     A.  Yes. 

Q.  Are  these  the  by-laws  of  your  company?  (Handing  papers.) 
A.  Those  are  the  by-laws  as  amended. 

Q.  It  appears  from  these  by-laws  that  the  officers  of  the  com- 
pany elected  by  the  Board,  are  a  President,  Vice-President  and 
Secretary,  to  whom,  if  it  be  deemed  expedient,  may  be  also  elected 
a  vice-president  and  that  the  Board  may  appoint  an  actuary,  one 
or  more  assistant  actuaries,  one  or  more  physicians,  counsel,  one 
or  more  assistant  secretaries,  a  cashier  and  such  other  officers  and 
clerks  and  servants  as  may  be  required.    A.  Yes. 

MR  HUGHES:  I  will  read  the  provision  of  the  by-laws  as 
to  Committees:  "Article  5.  Committees.  Section  1.  The  follow- 
ing standing  committees  shall  annually  be  elected  by  the  Board, 
and  shall  hold  office  for  one  year,  and  until  the  election  of  their 
successors,  viz.:  1.  An  Executive  Committee,  to  consist  of  tho 
President  and  seven  Directors.  2.  A  Financial  Committee,  to 
consist  of  the  President  and  four  Directors.  3.  An  Auditing 
Committee,  to  consist  of  four  Directors.  4.  Building  Committee, 
to  consist  of  the  President  and  three  Directors.  A  majority  of 
any  committee,  except  the  Executive  Committee,  shall  constitute 
a  quorum.  Pour  members  of  the  Executive  Committee  shall  con- 
stitute a  quorum  of  that  Committee  for  the  transaction  of  busi- 
ness. Regular  minutes  shall  be  kept  of  the  proceedings  of  all 
standing  and  special  committees,  which  shall  be  siibmitted  to  the 
Board  at  each  state  meeting,  or  at  any  other  time  when  they  shall 
direct. 

"  All  committee  business  shall  be  transacted  at  a  meeting  called 
for  the  purpose. 
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"  Section  2.  The  Executive  Oommittee  shall  exercise  a  super- 
visory control  over  the  interest  of  the  Company,  in  the  absence  of 
the  Board  of  Directors.  They  shall  supervise  the  appointment 
and  removal  of  agents.  They  shall,  in  all  emergencies,  advise 
and  direct  the  officers  as  to  the  course  to  be  pursued.  They  shall 
have  power  to  investigate  and  decide  on  all  claims  against  the 
Company  for  losses,  and  recommend  the  amount  to  be  paid  by 
the  Financial  Committee. 

"  Section  3.  It  shall  be  the  duty  of  the  Financial  Committee  to 
invest  the  funds  of  the  Company,  and  to  sell,  transfer  and  change 
such  investeients  or  collect  the  money  due  thereon.  They  shall 
consider  or  recommend  to  the  Board  the  salaries  and  compensa- 
tions to  be  paid  to  the  respective  officers  of  the  Company.  They 
shall  also  examine  and  report  to  the  Board  on  the  expenses  of  the 
Company  when  required.  They  shall  certify  the  annual  state- 
ment to  be  made  to  the  Board,  previous  to  declaring  the  amount 
of  profits  earned. 

"  Section  4.  It  shall  be  the  duty  of  the  Auditing  Committee  to 
examine  the  books  and  assets  at  least  once  in  each  year  and  to 
certify  the  backs  to  the  Board  of  Directors  as  they  bind  them; 
they  also  may  make  examination  of  the  books  and  assets  at  any 
time  in  their  discretion." 

ME.  HUGHES:  1  will  also  read  Article  6,  Section  1:  "No 
risk  shall  be  taken  on  a  single  life  for  more  than  $25,000,  to- 
gether with  such  assurance  as  may  be  added  thereto  from  the 
application  of  dividends,  or  under  the  return  premium  on  a  pol- 
icy, except  risks  reinsured  in  other  companies  for  an  amount  in 
excess  of  $25,000,  which  risks,  after  the  expiration  of  ten  years 
from  the  date  of  issue  of  said  policy  may  be  assumed  by  the  com- 
pany, provided  the  total  amount  of  insurance  at  that  time  on  a 
single  life  shall  not  exceed  the  sum  of  $50,000." 

Article  Y,  Section  1:  "  A  full  statement  of  the  affairs  and  busi- 
ness of  the  company  shall  be  made  at  the  January  meeting  of  the 
Board  in  each  year." 

Section  2 :  "  The  annual  division  of  the  surplus  profits  of  the 
policyholders  shall  be  declared  at  the  April  meeting  of  the 
Board." 

ME.  HUGHES:  I  will  have  this  copy  of  the  by-laws  marked 
for  identification. 

(Book  marked  Exhibit  6*57  for  identification.) 
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Q.  Who  are  the  present  officers  of  your  company?  A.  The 
Vice-President  and  General  Counsel  is  Mr.  William  G.  Lowe; 
Vice-President  and  Actuary,  William  A.  Marshall;  Vice-Presi- 
dent and  Secretary,  E.  W.  Gladwin. 

Q.  Who  is  your  assistant  Secretary?  A.  The  Assistant  Secre- 
tary, Henry  E.  Ide. 

Q.  Who  is  your  Counsel?     A.  L.  IT.  Arnold. 

Q.  Who  is  your  Cashier?     A.  F.  C.  Hilliard. 

Q.  Have  you  a  statement  of  the  salary  paid  to  officers  of  your 
company?  A.  I  have  a  memorandum  from  whicTi  I  think  I  can 
answer  any  questions  on  that  point. 

Q.  If  you  will  state  the  salary  paid  to  officers  of  your  company 
at  the  present  time,  and  then  after  that,  state  what  changes  there 
have  been  in  the  salaries  during  the  past  five  years.  A.  The  pres- 
ent salaries:  President,  $26,000;  Vice-President  and  Actuary, 
$12,500;  Vice-President  and  Secretary,  $12,000;  Vice-President 
and  General  Counsel,  simply  an  honorary  position  without 
salary.  The  next,  I  think  is  Assistant  Secretary,  $4,000.  Cashier, 
$6,000.     I  think  that  is  all. 

Q.  Have  you  no  Treasurer?     A.  No  Treasurer. 

Q.  Who  takes  charge  of  the  funds?  A.  The  funds  of  the  com- 
pany are  in  the  hands  of  the  cashier,  hut  subject  to  the  check  of 
the  officers. 

Q.  Have  you  any  relatives  employed  by  the  company?  A. 
My  brother,  the  assistant  secretary  of  the  company. 

Q.  Is  that  all  ?     A.  That  is  all. 

Q.  Have  any  of  the  other  officers  relatives  employed  by  the 
company?     A.  'No,  I  think  not. 

Q.  Have  you  been  interested  in  any  syndicates,  the  managers 
of  which  have  sold  securities  to  the  company?     A.  iTot  at  all,  sir. 

Q.  Have  any  other  officers,  so  far  as  you  know  ?  A.  E'one  to 
my  knowledge. 

Q.  Has  the  company  itself  been  interested  in  any  syndicate? 
A.  Not  in  any  way. 

Q.  Have  you  any  contingent  fund  placed  at  your  disposal  for 
extraordinary  disbursememts  ?     A.  None  whatever. 

Q.  Have  you  had  at  any  time?     A.  No,  sir. 

Q.  Or  has  any  other  officers  of  your  company  had  ?  A.  Not  to 
my  knowledge. 

Q.  Are  there  any  accounts  kept  of  corporate  funds  in  the 
names  of  individuals?     A.  Do  you  mean  in  banks? 

Q.  Tes,  or  trust,  companies.  A.  Not  at  all. 
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Q.  Are  there  any  accounts  which  relate  to  company  matters, 
■which  do  not  appear  upon  the  company's  books,  but  are  handled 
by  individual  officers  or  others?     A.  Not  at  all. 

Q.  You  have  apparently  seventy-four  million  dollars  of  insur- 
ance in  force.  Hovr  have  you  managed  to  do  a  business  of  that 
magnitude,  with  all  the  accounts  upon  your  own  books?  A.  I 
beg  pardon? 

Q.  I  was  asking  how  it  was  possible  for  you  to  do  the  large  in- 
surance business  indicated  by  seventy-four  million  dollars  of  in- 
surance in  force  with  all  your  accounts  upon  your  own  office 
books  in  the  regular  way?  A.  I  think  I  must  have  misunder- 
stood your  previous  question.  I  thought  when  you  spoke  of  ac- 
counts you  spoke  of  bank  accounts. 

Q.  No — I  was  speaking  of  that  you  do  not  keep  any  accounts 
in  the  name  of  officers  for  disbursements  you  are  desirous  of  not 
having  appear  in  your  books?    A.  Not  at  all. 

Q.  You  never  have  had  ?     A.  We  never  have  had. 

Q.  You  have  prepared  a  statement  of  the  amounts  disbursed  by 
your  company  for  legal  expenses  from  1896  to  1905.  Is  this  a 
complete  statement?  (Handing  paper.)  A.  That  is  a  complete 
statement,  yes,  sir. 

Q.  Are  there  any  amounts  which  have  been  disbursed  for  legal 
expenses,  or  paid  to  attorneys,  which  do  not  appear  in  that  state- 
ment ?    A.  None,  that  I  know  of. 

Q.  Are  there  any  amounts  which  have  been  disbursed  to  law- 
yers,  or  for  legal  expenses,  which  do  not  appear  under  the  heading 
of  legal  expenses  in  your  books  of  account?  A.  No,  sir,  not  to 
my  knowledge. 

ME.  HUGHES :  I  will  read  upon  the  record  the  amounts  by 
years  of  the  expenses  shown  by  this  statement  — ■ — 

Q.  Are  they  totalized?  A.  I  think  I  may  be  able  to  give  you 
those  totals. 

Q.  These  do  not  appear  to  be  totalized.  If  you  can  give  the 
totals  by  years  I  should  be  glad  to  have  them.  A.  I  think  this 
will  agree  with  those  figures,  Mr.  Hughes: 

1899 $8,2Y0 

1900 8,834 

1901 .- 3,910 

1902 12,490 

1903 8,5Y9 

;1904 4^743 
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Q.  Does  that  include  the  compensation  of  your  general  coun- 
sel?    A.  That  includes  the  compensation  of  general  counsel. 

Q.  That  includes  taking  care  of  all  the  lawsuits  your  company 
has  had?     A.  Yes. 

Q.  Have  you  expended  any  moneys  in  connection  with  matters 
of  legislation?   .A.  Not  at  all. 

Q.  In  no  State?     A.  In  no  State? 

Q.  In  how  many  States  do  you  do  business  ?  A.  I  should  think 
we  were  in  thirty,  Mr.  Lawson. 

A  VOICE :  I  think  in  all  except  two  or  three  States. 

Q.  Are  you  not  constantly  exposed  to  the  terrors  of  strike  legis- 
lation ?     A.  "Well,  there  is  a  good  deal  said  about  it. 

Q.  Have  you  not  felt  that  the  interest  of  your  policyholders 
require  the  expenditure  of  money  to  defeat  obnoxious  measures? 
A.  I  have  never  been  called  upon  to  do  it.     I  have  never  done  it. 

Q.  Have  you  paid  any  moneys  to  Andrew  Hamilton?     A.  No. 

Q.  You  or  your  company?     A.  ~So. 

Q.  Or  to  A.  C.  Fields?     A.  No. 

Q.  Well,  do  you  make  any  campaign  contributions?  A.  We 
never  have  made  any  campaign  contributions.  As  1  mention  in 
the  schedule  there,  in  1896,  we  expended  one  thousand  dollars  in 
the  distribution  of  literature  and  purchase  of  literature  on  the 
gold  question. 

Q.  How  did  you  expend  that  money?  A.  That  was  done  by 
paying  the  National  Protective  Tariff  Association,  who  had  the 
literature  and  sold  it,  and  distributed  it. 

Q.  You  have  never  made  any  contributions  to  any  committee 
representing  any  party  for  political  purposes?  A.  None  what- 
ever. 

Q.  Or  to  any  one  connected  with  any  political  organization? 
A.  No. 

Q.  Either  local.  State  or  national,  in  any  jurisdiction?  A.  No, 
under  none  of  those  items. 

BY  MR  COX: 

Q.  Mr.  Ide,  don't  you  make  any  attempt  to  keep  track  of  legis- 
lation, which  is  proposed  in  various  States?  A.  Well,  I  do  in  a 
certain  measure,  after  the  legislation  is  passed;  I  do  not  attempt 
to  keep  track  of  all  of  the  measures. 

Q.  I  mean  while  it  is  pending  ?  A.  No.  Well,  I  do  to  a  cer- 
tain extent,  of  course. 
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Q.  To  what  extent?  A.  To  the  extent  of  reading  as  far  as 
possibhs  in  the  insurance  press,  several  of  the  papers  devote  a 
good  deal  of  attention  to  that  matter,  and  of  course  I  read  enough 
to  keep  myself  posted  on  the  general  situation. 

Q.  Don't  you  get  copies  of  the  bills  introduced?  A.  Not  al- 
ways. 

BY  ME.  HUGHES: 

Q.  Is  this  abstinence  on  the  part  of  your  company  from  mak- 
ing payment  or  representation  in  connection  with  matters  of  legis- 
lation at  all  due  to  the  fact  that  those  matters  are  taken  care  of 
by  the  big  companies  ?  A.  "Well,  I  presume  that  there  is  no  ques- 
tion, we  are  bothered  less,  being  a  small  company  because  the  mat- 
ters are  looked  into  so  carefully  by  the  large  companies. 

Q.  Do  you  have  any  co-operation  with  the  large  companies  in 
such  matters  at  all?  In  other  words,  are  your  opinions  asked 
as  to  what  bills  should  be  supported  or  what  opposed?  A.  We 
occasionally  have  been  approached  on  a  matter  of  that  sort,  and 
simply  aaked  for  our  opinion,  but  not  further  than  that. 

Q.  You  have  not  been  asked  to  bear  any  part  of  the  expense? 
A.  Well,  I  have  been  in  some  instances? 

Q.  What  have  you  done?    A.  I  have  refused  to  do  it. 

Q.  When  were  you  asked?  A.  Well,  I  don't  remember  the 
specific  cases.     They  have  been  a  good  while  ago. 

Q.  Take,  for  example,  this  matter  of  this  repeal  of  Section 
56  of  the  Insurance  Law.  Did  you  appear  in  regard  to  that? 
A.  'No,  I  think  not,  unless  such  is  while  I  was  away  —  no,  I  did 
not  appear. 

Q.  You  were  not  opposed  to  the  repeal,  or  did  you  think  the 
position  was  sufficiently  strong  without  your  appearance?  A. 
Which  is  56? 

Q.  That  was  that  no  suit  should  be  brought  for  an  account- 
ing, unless  with  the  consent  of  the  Attorney  General.  A.  Well, 
I  thought  the  opposition  to  that  would  be  sufiiciently  strong. 
The  point  is  that  I  supposed  the  larger  companies  are  attending 
to  those  matters  and  therefore  I  dismissed  them  from  my  mind. 

Q.  I  wanted  to  know  whether  that  was  the  fact  or  not?  A. 
That  is  true  to  a  certain  extent,  perhaps  to  a  large  extent. 

Q.  Still  you  say  there  have  been  times  when  you  have  been 
approached  and  you  refused  to  contribute?    A.  Yes. 

Q.  What  class  of  insurance  does  you  company  write?  A.  Well, 
we  write  all  forms  of  old  line  insurance. 
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Q.  Do  you  write  deferred  dividend  policies?    A.  Yes. 

Q.  "What  proportion  of  your  business  is  deferred  dividend  poli- 
cies? A.  I  should  think  75  per  cent,  of  our  outstanding  business 
is  deferred  dividend. 

Q.  Is  that  a  correct  statement  (handing  paper)?  A.  Yes,  that 
is  correct. 

MR  HUGHES :    I  will  read  that  on  the  records : 

"  Proportion  of  policies  on  annual  dividend  plan  11  per  cent.; 
]iroportion  of  preferred  dividend  plan,  75  per  cent.  Propor- 
tion, non-participating,  14  per  cent." 

THE  CHAIEMAIT:  The  Committe  will  now  adjourn  until 
10.30  o'clock  sharp  Monday  morning. 

Mr.  Tde,  will  you  kindly  be  here  promptly  at  10.30  o'clock? 

Adjourned  to  Monday,  December  11th,  1905,  at  10.30  a.  m. 


LA.LDERMANIO  CHAMBER, 

GiTT  Hall,  New  York  Oitt. 

December  11th,  1905. 

Tlie  Committee  met  pursuant  to  adjournment,  Senator  Arua- 
fetrong  in  the  chair. 

GEOEGE  E.  IDE,  resumed: 

BY  MR  HUGHES : 

Q.  In  making  your  investments,  do  you  deal  witli  any  par- 
ticular commission  house  ?     A.  We  use  the  market  in  goneral. 

Q.  Do  you  enter  into  any  joint  account  transaction  where  you 
give  to  any  broker  or  banker  a  share  in  the  profits  i  A.  None  at 
all. 

Q.  Does  any  officer  of  your  company  receive  any  commission 
upon  the  purchase  or  sale  of  securities  ?    A.  No. 

Q.  Does  any  officer  of  your  company  receive  any  commission 
upon  the  transaction  of  business,  insurance  business,  upon  premi- 
)ums?  A.  No,  except  I  thini;  that  there  may  have  been  commis- 
sions on  their  own  policies. 

Q.  I  should  be  glad  to  have  you  state  what  the  facts  are  in 
regard  to  insurance  on  the  lives  of  the  officers  of  the  company  ? 
A.  Well,  I  am  not  insured.  The  other  officers,  I  think,  may  have 
taken  commissions,  and  probably  h'ave  taken  commissions;  I  could 
not  state  the  specific  cases. 

Q.  Are  you  insured  in  any  company  ?    A.  No. 

Q.  You  carry  no  life  insurance  ?  A,  I  carry  no  life  insur- 
ance. 

Q.  I  should  like  to  have  a  statement  prepared  by  your  com- 
pany showing  what  policies  have  been  written  upon  the  lives 
of  officers  and  through  what  agents  they  have  been  placed  and 
it  will  be  convenient,  and  save  putting  the  inquiries  to  the  vari- 
ous officers,  to  have  statement  of  what  commissions  have  been  re 
ceived,  if  it  is  practicable  to  furnish  one  in  that  way.    A.  Yes. 

Q.  But  apart  from  that  are  there  any  contracts  or  arrange- 
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ments  whereby  any  officer  obtains  any  commission  upon  busi- 
ness "written  ?    A.  No,  no  other  contract. 

Q.  Does  your  company  pay  any  pensions  or  moneys  which  prac- 
tically amount  to  a  pension  to  the  families  of  those  who  have  been 
connected  with  the  company?  A.  ITo.  I  think  we  have  one 
arrangement  of  a  very  small  amount  with  a  derk  who  was  with  the 
company  for  over  forty  years. 

Q.  When  you  say  a  small  amount  what  amount  do  you  have  in 
mind  ?    A.  I  think  it  is  something  like  $1,000  a  year. 

Q.  How  long  has  that  continued?  A.  That  is  terminable  at 
any  time  at  the-  option  of  the  board. 

Q.  The  clerk  died  ?    A.  No,  the  clerk  is  still  living, 

Q.  Is  it  paid  to  the  clerk  ?    A.  Yes. 

Q.  In  recognition  of  his  past  service  ?  A.  Yes.  He  was  there 
really  from  the  foundation  of  the  company,  and  broke  down  in 
the  service  of  the  company. 

Q.  What  amount  of  cash  do  you  carry,  as  a  rule,  in  your 
bank  balances  ?  A.  We  have  a  general  rule  in  the  Finance 
Committee  that  when  the  total  cash  balances  including  our 
balances  all  over  the  country  amount  to  two  hundred  thousand 
to  three  hundred  thousand  dollars,  we  begin  to  look  for  in- 
vestments. At  times  the  balance  necessarily  is  below  that 
figure,  and  sometimes  slightly  above  it,  but  we  try  never  to 
carry  more  than  two  hundred  and  fifty  or  three  hundred  thousand 
dollars. 

Q.  And  that  includes  your  balances  in  accounts  distributed 
through  the  country?    A.  All  through  the  country. 

Q.  What  are  your  accounts  in  the  City  of  New  York?  A. 
They  would  run  not  over — well,  they  would  run  from  one  hun- 
dred thousand  to  two  hundred  thousand  dollars;  in  other  words, 
the  out  of  town  balances  will  average,  I  should  think,  from  seventy- 
five  thousand  to  one  hundred  thousand  dollars. 

Q.  In  what  banks  do  you  keep  your  account  in  New  York  ? 
A.  We  deposit  it  in  the  Nassau  National  Bank,  of  Brooklyn ;  the 
Com  Exchange  Bank,  and  the  Colonial  Trust  Company;  that  is 
all — and  a  small  account  in  the  Merchants'  Exchange  National 
Bank. 

Q.  Is  your  company  interested  in  any  of  those  institutions  ? 
A.  We  have  no  interest  in  the  institutions,  excepting  a  small 
holding  of  stock  in  the  Colonial  Trust  Company,  in  the  Corn  Ex- 
change Bank. 
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Q.  AVhat  is  your  stock  holding  in  the  Colonial  Trust  Company  ? 
A.   One  hundred  shares,  $10,000. 

Q.  And  in  the  Corn  Exchange  Bank  ?  A.  I  think  it  is  the 
same;  I  will  tell  you  in  just  a  moment — the  same  amount — $10,- 
000. 

Q.  Your  heaviest  account  is  with  the  Nassau  National  Bank? 
A.  Yes. 

Q.  Your  company  is  not  interested  in  that  bank?  A.  Not  at  all. 

Q.  Are  any  of  the  officers  of  your  company  interested  in  any 
of  these  institutions  ?  A.  Not  at  all.  I  am  interested  in  the 
Colonial  Trust  Company. 

Q.  To  what  extent?    A.  As  a  director. 

Q.  As  a  stockholder  ?    A.  Yes. 

Q.  To  what  extent  ?    A.  I  hold  ten  shares  of  stock. 

BY  ME.  COX : 

Q.  The  market  value  of  that  Colonial  Trust  Company  stock 
is  in  excess  of  $10,000  ?  A.  I  own  ten  shares,  $1,000.  You  refer 
to  the  company's  holding  ? 

Q.  Yes.  A.  The  company's  holding  is  $10,000  par  value;  the 
market  value  is  about  390,  I  think. 

BY  MR  HUGHES : 

Q.  Is  there  any  trust  company,  firm  or  institution  which  car- 
ries any  syndicate  participations  in  which  your  company  is  in- 
terested ?    A.  No. 

Q.  So  thaj;  you  have  neither  directly  nor  indirectly  any  interest 
in  any  such  syndicate  ?    A.   None  whatever. 

Q.  Is  any  officer  of  your  company,  through  any  other  institu- 
tion or  firm,  or  in  any  way  directly  or  indirectly  interested,  or  has 
he  ever  been  interested  in  any  syndicate  where  the  syndicate  man- 
agers have  sold  securities  to  the  insurance  company  ?  A.  Not 
at  all. 

Q.  Your  company  does  invest  in  stocks  ?    A.  Yes. 

Q.  Does  it  invest  in  industrial  enterprises  ?    A.  No,  not  at  all. 

Q.  Has  it  invested  in  any  schemes  that  are  in  the  promotion 
st8'^;e,  that  are  not  established  income-producing  securities? 
A.  No. 

Q.  Has  it  taken  any  interest  in  combinations  or  in  securities 
that  are  floated  for  the  purpose  of  affecting  combinations?  A. 
No,  not  at  all. 
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Q.   Only  in^  established  securities  ?     A.  Established  securities. 

Q.  What  is  the  machinery  that. you  adopt  with  reference  to 
investments  ?  Does  the  matter  come  before  the  Finance  Com- 
mittee ?  A.  The  Finance  Committee  of  the  company  meets  once 
a  week  and  all  suggestions  for  investment  are  made  to  that  com- 
mittee. The  stocks  or  bonds  or  mortgages  are  then  taken  on  the 
I'ecommendation  of  that  committee  and  their  action  is  reported  to 
the  Board  once  a  quarter  for  confirmation. 

Q.  What  proportion  of  your  investments  are  in  bond  and  mort- 
gage ?  A.  Taking  the  statement  of  last  December,  the  investment 
in  bonds  and  mortgage  was  $4,735,000  out  of  a  total  admitted 
assets  of  $16,600,000. 

Q.  Does  any  officer  of  your  company  receive  any  commissions 
upon  loans  secured  by  bond  and  mortgage?     A.  'No. 

Q.  Is  there  any  broker  who  is  accustomed  to  place  such  matters 
^Yith  you?     A.  ISTo. 

Q.  How  are  applications  for  loans  upon  bond  and  mortgage 
handled  by  your  company?  A.  The  applications  come  to  the 
Finance  Committee  and  are  passed  upon  by  them  at  their  weekly 
meetings. 

Q.  Are  the  executive  officers  of  your  company  privileged  to 
pay  out  money  in  advance  of  the  authorization  of  any  committee  ? 
A.  No. 

Q.  Upon  executive  order  ?  A.  ISTot  in  this  —  of  course  in  or- 
dinary transaction  of  business  

Q.  You  mean  in  the  ordinary  routine  of  business  ?    A.  Yes. 

Q.  Payment  of  claims  and  so  forth?  A.  Yes,  but  nothing  of 
an  investment  character. 

Q.  Or  in  connection  with  any  payment  outside  of  the  regular 
routine?     A.  ISTo. 

Q.  That  practice  has  not  obtained  with  your  company  at  all? 
A.  Not  at  all. 

Q.  I  notice  that  at  one  time  several  years  ago,  in  1895  and 
1896,  a  great  many  of  your  purchases  were  from  Vermilye  & 
Company;  apparently  in  1895  and  in  1896  you  dealt  almost  ex- 
clusively with  them.  Does  that  indicate  any  particular  policy 
which  you  have  deemed  it  wise  to  change?  A.  No,  that  simply 
arose  from  the  fact  -that  Mr.  Read  was  a  member  of  our  Finance 
Committee  and  the  only  member  representing  Wall  Street,  and 
was  naturally  used  in  the  purchase  of  securities. 

Q.  And  that  stopped  in  1896  ?    A.  I  think  about  that  time. 
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Q.  Did  he  then  retire  from  the  Finance  Committee?  A.  He 
resigned  from  the  board  at  that  time. 

Q.  Since  that  time  have  you  had  any  officer  or  member  of  the 
Finance  Committee  who  is  connected  with  Wall  Street?  A.  Mr. 
McGovern  has  been  the  Wall  Street  member  of  the  board. 

Q  Was  he  a  member  of  any  firm  ?  A.  Member  of  James  Mc- 
Grovern  &  Company,  and  he  is  now  a  specialist  in  the  firm  of 
Benedict,  Drysdale  &  Company. 

Q.  Does  your  company  deal  with  that  firm?  A.  Yes,  we  give 
them  commission  orders. 

Q.  For  purchase?    A.  For  purchase  and  sale. 

Q.  Do  you  deal  with  them  principally?    A.  Principally,  yes. 

Q.  Do  you  enter  into  any  arrangement  with  that  firm  other 
than  appointing  commission  agents  ?  A.  !N'ot  at  all,  they  are  not 
bankers  carrying  securities,  they  simply  do  a  commission  business. 

Q.  An  eighth  business?    A.  Yes. 

Q.  On  what  you  desire  to  have  bought  or  sold  ?  A.  Yes.  Par- 
don me  one  moment,  Mr.  Hughes.  I  ^ay  there  that  the  names 
which  appear  on  that  schedule  are  the  names  of  the  brokers  whicli 
they  furnish  us  in  every  instance,  showing  from  whom  they  pur- 
chased the  securities  and  to  whom  they  have  sold  them. 

ME.  HUGHES :  The  schedule  that  is  referred  to  I  will  have 
marked  for  identification,  being  a  list  of  the  securities  purchased 
during  the  last  ten  years. 

(Paper  marked  Exhibit  658  for  identification.) 

MK.  HUGHES:  I  will  also  have  marked  for  identification  the 
schedule  of  securities  sold  during  the  past  ten  years. 

(Paper  marked  Exhibit  659  for  identification.) 

ME..  HUGHES:  I  will  also  have  marked  for  identification  the 
schedule  of  stocks  and  bonds  now  owned  as  of  November  1st,  1905. 

(Paper  marked  Exhibit  No.  660  for  identification.) 

Q.  Apparently  you  make  very  few  collateral  loans?  A.  Very 
few,  yes. 

Q,  Why  is  that?  A.  Well,  we  found  the  market  for  collateral 
loans  has  not  been  very  attractive  for  the  past  four  or  five  years, 
and  we  have  found  better  channels  for  the  investment  of  our  funds. 

Q.  Your  loans  in  1904,  apparently,  were  only  three  in  number? 
A.  Only  thre^,  I  think. 
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Q.  And  the  lowest  rate  of  interest  was  five  per  cent?  A.  Five 
per  cent. 

Q.  And  in  1903  you  had  only  one  loan  at  six  per  cent?     A.  Yes. 

Q.  And  in  1902  one  loan  at  six  per  cent.  Is  this  paper  shown 
you,  which  your  company  has  sent  to  the  committee,  a  complete 
statement  of  all  collateral  loans?  A.  A  complete  statement  of 
all  collateral  loans. 

MR.  HUGHES:  I  will  have  that  marked  for  identification. 

(Paper  marked  No.  661  for  identification.) 

Q.  Does  your  company  make  any  loans  to  any  officers  or  di- 
rector?    A.  No. 

BY  ME.  COX: 

Q.  He  stated  they  found  a  more  favorable  field  of  investment, 
and  you  say  that  the  lowest  rate  is  five  per  cent 

BY  ME.  HUGHES: 

Q.  Yes,  it  would  be  well  to  have  the  witness  explain  that.  A. 
In  order  to  do  a  large  business  in  collateral  loans  it  is  necessary  to 
make  what  are  commonly  known  as  Wall  Street  loans,  and  these 
are  special  loans  of  small  amount  made  on  specially  inactive  se- 
curities, which  always  command  a  higher  rate  in  the  market. 

BY  ME.  COX: 

Q!  Then,  if  you  were  making  collateral  loans,  generally,  you 
would  not  be  able  to  get  as  favorable  rates  of  interest?  A.  Oh, 
no,  not  for  the  last  few  years.  Of  course,  just  at  the  moment  now 
the  rate  is  very  high. 

Q.  Can  you  tell  what  your  average  return  on  bond  and  mort- 
gage investment  is?  A.  It  would  average  4  1-2  per  cent.,  I  should 
think,  4  1-4  to  4  1-2.     "We  make  very  few  at  four. 

Q.  Where  do  you  loan  money  on  bond  and  mortgage,  what  field? 
A.  We  loan  money  here  iu  the  city,  principally.  I  have  a  per- 
centage which  was  given  in  our  last  statement  of  our  mortgage 
loans  in  December,  87  per  cent,  was  on  property,  located  in  New 
York  City. 

Q.  Do  you  loan  outside  of  the  State  on  bond  and  mortgage? 
A.  No. 

Q.  Could  you  loan  more  of  your  money  on  bond  and  mortgagp 
if  you  wanted  to  in  this  State?     A.  I  think  so. 
112 
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Q.  So  that  tlie  division  between  what  you  do  loan  and  the 
other  investments  is  made  on  your  judgment?  A.  A  matter  of 
judgment,  yes.  I  do  not  believe  in  short  investments  by  life: 
uisurance  companies  if  they  can  be  avoided. 

BY  ME.  HUGHES: 

Q.  Why  is  that?  A.  Our  calculations  being  made  in  premiums 
at  a  stated  rate  of  interest,  Avhich  cannot  be  changed  at  our  will, 
I  think  it  is  very  wise  for  an  insurance  company  to  keep  its  funds 
as  largely  as  possible  invested  in  securities  which  furnish  a  per- 
manent investment,  or  a  very  long  investment  at  a  fixed  rate  of 
interest.  For  instance,  a  good  railroad  bond  commanding  four 
.ind  a  half  per  cent,  or  four  and  a  quarter  per  cent,  net  to  the  com- 
JDany  would,  in  my  mind — and  running  .ninety-nine  years — would, 
in  my  mind,  bo  very  much  more  advantageous  than  a  mortgage 
running  out  in  three  years,  which  would  have  to  be  replaced,  pos- 
sibly at  a  lower  rate  of  interest. 

Q.  And  better  than  a  demand  loan?    A.  Yery  much  better. 

Q.  That  is  what  you  had  in  mind  when  you  said  you  had  more 
profitable  fields  for  investment?    A.  Yes. 

Q.  Than  you  would  have  in  the  collateral  loans  of  the  Wall 
Street  type?     A.  Yes. 

BY    MR.  COX: 

Q.  What  is  your  average  rate  of  interest  on  your  investments 
—  what  are  you  able  to  make  on  your  investments,  as  a  whole? 
A.  They  would  nm  a  little  over  four  per  cent. 

Q.  Can  you  tell  us  how  much  over  —  can  you  give  us  the  point? 
A.  I  think  4  7-10. 

BY  MR  HUGHES: 

Q.  4.77  is  stated  as  the  rate  of  interest  and  profits  in  the  Blue 
Book?    A.  Yes. 

Q.  And  then  4.31  is  given  in  the  book  as  rate  of  interest 
realized  1904?  A.  I  may  be  in  error  in  my  statement.  These- 
tables  are  gotten  up  in  so  many  ways.     Probably  this  is  correct. 

Q.  I  note  that  the  surplus  of  your  company  twenty  years  ago  - — 
that  is  at  the  end  of  1885  —  appears  from  the  Blue  Book  was 
$1,342,952,  and  that  your  surplus  at  the  end  of  1904,  exclusive  of 
$248,211,  fluctuation  reserve  or  securities  carried  in  liabilities, 
amounted  to  $1,134,104.  I  note  that  in  the  intervening  period 
your  surplus  has  run  between  something  over  $1,100,000,  to 
aboTif  $1,500,000,  indicating  that  it  has  been  fairly  constant  for 
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twenty  years.  Can  yon  explain  that  ?  A.  Well,  I  have  felt  that 
the  surplus  was  ample  for  the  purposes  of  business,  and  that  the 
policyholders  were  entitled  to  the  profits  as  they  accrued,  as  far 
as  it  was  in  our  power  to  give  them. 

Q.  So  that  the  explanation  is  that  you  had  distributed  your 
additional  gains  to  policyholders  or  credited  your  policyholders 
with  them  and  carried  them  as  liabilities,  if  not  distributed?  A. 
Yes. 

Q.  Tour  surplus  that  you  have  thought  sufficient  appears  to 
have  been  somewhat  less  than  ten  per  cent,  of  your  assets?  A. 
Yes. 

Q.  The  Blue  Book  gives  your  assets  at  the  end  of  1885  as 
$5,646,478,  and  at  the  end  of  1904  as  $16,606,229.  The  ratio 
of  surplus  or  undistributed  profits  is  much  less  at  present  than 
it  was  in  the  early  years?    A.  Yes. 

Q.  Do  you  think  that  reserve  under  ten  per  cent,  for  con- 
tingencies you  have  an  ample  reserve?  A.  I  think  we  have,  in 
view  of  our  system  in  other  particulars,  yes. 

Q.  "What  is  your  system  in  other  particulars  that  enables  you 
to  get  along  with  so  small  a  percentage  held  for  contingencies? 
A.  The  treatment  of  the  deferred  dividends. 

Q.  That  we  will  come  to  in  a  moment;  that  is  what  you  had  in 
mind?    A.  That  is  what  I  had  in  mind. 

Q.  In  effect,  if  you  set  apart  to  the  policy  holders  what  they 
are  entitled  to  out  of  the  accumulations,  you  think  that  you  can 
with  ordinary  prudence  safeguard  the  company  by  a  contingency 
reserve  of  ten  per  cent,  of  the  assets  ?     A.  Yes. 

Q.  In  your  judgment,  would  that  apply  to  a  company  of  more 
assets  than  you  have.     That  is,  would  that  percentage  obtain  if« 
the  assets  were  very  much  larger  than  those  of  your  company  ? 
A.  I  should  want  to  have  a  very  intimate  knowledge  of  the^^har- 
acter  of  the  assets  and  condition  of  the  company. 

Q.  Assume  that  they  are  assets  of  the  same  class  ?  A.  I  should 
think  so. 

Q.  In  other  words,  assuming  conservatism  in  investment,  and 
that  the  assets  are  represented  by  first  class  securities,  then  you 
think  that  a  reserve  for  contingencies  of  ten  per  cent,  is  sufficient? 
A.  I  should  think  so. 

Q.  Now,  you  have  referred  to  the  manner  in  which  you  dealt 
with  deferred  dividends.  We  have  already  noticed  that  a  very 
large  portion  of  your  business  is  on  the  deferred  dividend  plan. 
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so  that  your  company  is  now  an  annual  dividend  company?  A. 
In  a  sense,  no. 

Q.  You  do  an  annual  dividend  business  ?     A.  Yes,  sir. 

Q.  But  only  about  eleven  per  cent,  of  your  policies  are  upon 
tbat  plan  ?     A.  Yes. 

Q.  Now,  your  charter  provides  in  Article  VII,  Section  1,  that 
the  Board  of  Directors  shall  catise  a  statement  of  the  affairs  of 
the  company  to  be  made  annually,  which  shall  exhibit  the  amount 
of  the  surplus  or  net  profits  of  the  company,  after  reserving  a  sum 
sufficient  to  provide  for  all  its  liabilities  the  net  profits  so  ascer- 
tamed  shaU'be  appropriated  to  the  policyholders  of  policies,  who 
may  be  entitled  to  participate  in  the  profits,  according  to  their 
respective  contributions  thereto."  Is  that  provision  of  the  charter 
carried  out  in  practice.     A.  Yes. 

Q.  So  that  annually  you  do  have  an  exhibition  of  the  surplus 
or  net  profits?     A.  Yes. 

Q.  Now,  do  you,  as  a  matter  of  fact,  apportion  the  net  profits 
among  your  participating  policyholders  who  have  deferred  divi- 
dend policies?     A.  Yes. 

Q.  I  would  be  glad  to  have  you  explain  fully  what  the  practice 
of  your  company  is  with  regard  to  that  ?  A.  The  dividends  are 
apportioned  annually  on  every  participating  policy.  If  the  policy- 
holder has  an  annual  dividend  policy,  he  takes  his  dividend  in 
cash,  or  uses  it  to  decrease  his  premium  payments,  or  buys  with 
it  additional  insurance.  On  the  other  hand,  if  the  policyholder 
has  a  deferred  dividend  policy,  the  distribution  is  made  in  exactly 
the  same  way  on  that  policy,  and  that  amount  is  taken  and  accum- 
ulated under  the  end  of  his  deferred  dividend  period,  whatever 
that  may  be.  An  individual  account  being  kept  with  every  de- 
ferred dividend  policyholder.  The  present  value  of  the  total  of 
all  these  accumulations  is  taken  as  a  liability,  and  is  carried  by  the 
company  as  a  liability  in  the  same  way  that  we  carry  reserve  on  a 
life  policy,  or  any  policy  of  insurance,  and  that  reserve  last  year 
in  the  State  report,  I  think,  we  included  with  other  items,  and 
amounted  to  $1,290,000. 

Q.  What  item  is  it  which  includes  the  liability  for  deferred 
dividend?  ?  A.  In  the  State  report ;  I  think  you  will  find  it  under 
the  item  of  reserve  on  policies,  reversionary  insurance,  and-  so 
forth. 

BY  MR.  COX: 

Q.  Are  the  dividend  policyholders  notified  of  the  apportion- 
ment made  on  their  policies  ?     A.  They  have  the  right  of  finding 
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out  the  dividend  on  their  policies  at  any  time  on  application  to 
the  company.     That  is  now  inserted  in  our  policies. 

Q.  Has  that  been  your  practice  right  along?     A.  Yes,  sir. 

Q.  But  they  are  not  notified  unless  they  apply  for  information  ? 
A.  No. 

Q.  Do  you,  in  fact,  have  many  applications?  A.  Oh,  a  great 
many. 

Q.  More  recently?  A.  Well,  not  so  many  more,  until  my  re- 
cent circular  sent  out  on  dividends,  which  called  for  natural  in- 
quiries. 

BY  THE  CHAIKMAN: 

Q.  Do  you  know  the  basis  of  computation  and  distribution  of 
dividends,  as  between  different  classes  of  policyholders,  so  that 
you  can  state  it  in  a  general  way?  A.  That  being  technical,  I 
should  rather  have  the  actuary  answer  the  question. 

BY  ME.  HUGHES: 

Q.  The  item  to  which  you  refer  under  the  head  of  your  lia- 
bilities is  net  present  value  of  outstanding  policies,  et  cetera,  or 
rather,  the  item  "  Same  for  reversionary  additions  " — is  that  it? 
A.  It  is  in  there.     (Indicating.) 

Q.  It  must  be  in  that  item?    A.  Yes. 

Q.  The  item  under  the  head  of  liabilities  in  your  report  as 
follows:  "  Same  for  reversionary  additions."  Now,  in  the  first 
place,  do  you  actually  ascertain  what  your  profits  are  for  a  given 
period?    A.  Yes,  sir. 

Q.  Then  do  you  determine  what  shall  be  divided  of  those 
profits?    A.  Yes. 

Q.  And  are  we  to  imderstand  that  for  many  years  you  have 
divided  all  your  current  gains,  your  surplus  remaining  practically 
the  same  ?    A.  Yes. 

Q.  Now  in  dividing  the  current  gains  for  the  year  you  actually 
pay  to  the  annual  dividend  policy  holder  the  amount  to  which 
you  find  him  entitled  in  cash  or  he  applies  it  in  premiums  or  in 
any  other  way  that  he  may  choose — I  suppose  he  could  buy  in- 
surance with  it?    A.  Yes. 

Q.  And  in  dealing  with  the  deferred  dividend  policyholder  you 
take  the  amount  which  he  would  be  entitled  to  at  that  time  were 
he  an  annual  dividend  policyholder  ?    A.  Yes. 
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Q.  Then  you  take  the  amount  of  the  present  value  of  that  sum 
accumulated  for  the  period  during  which  his  dividends  were  de- 
ferred ?    A.  We  accumiilate  that  sum. 

Q.  Yes?  A.  Yes,  then  work  it  backwards  to  get  the  present 
value  as  a  liability. 

Q.  You  accumulate  that  sum  at  the  rate  of  interest  upon  which 
you  calculate  for  the  term  of  years  for  whicb  his  policy  is  to 
run?    A.  Yes. 

Q.  And  then  having  got  that  accumulation  you  work  it  back- 
wards to  get  its  present  value  ?    A.  Yes. 

Q.  And  then  you  charge  the  company  and  credit  the  policy- 
holder with  the  amount  of  that  present  value?     A.  Yes. 

Q.  In  a  separate  account?    A.  Yes. 

Q.  So  that  if  I  had  a  policy  in  your  company  could  I  go  to 
your  books  and  see  just  how  my  account  stood  and  what  I  had 
credited  to  it  ?    A.  Yes. 

Q.  I  could  find  out  what  year  by  year  had  been  credited  to  my 
policy?    A.  Yes. 

Q.  As  the  present  value  of  the  accumiilations  of  the  amount  an- 
nually determined  ?  A.  We  do  not  give  the  policyholders  the 
present  value.  We  tell  him  what  the  amount  of  the  accumula- 
tion is  due  at  the  end  of  this  period. 

Q.  How  do  you  get  at  the  amount  that  you  actually  credit  him 
with?  A.  That  is  the  present  value,  yes,  that  is  we  credit  him 
with — we  credit  him  with  the  annual  dividend  that  is  declared. 

Q.  You  credit  him  with  the  annual  dividend  that  is  declared 
and  what  is  that  amount — do  you  mean  the  sum?  A.  Tke  sums 
that  would  come  to  the  annual  dividend  policy  holders. 

Q.  Well,  '\\'hat  is  the  present  value  that  you  have  just  re- 
ferred to — what  use  do  you  make  of  that?  A.  That  is  the, 
amount  that  is  necessary  to  hold  as  a  reserve,  whick  might  vary 
.slightly  from  the  annual  dividend. 

Q.  That  is  the  amount  which  you  carry  as  a  liability?  A. 
Yes. 

Q.  Well,  isn't  the  amount  you  carry  as  a  liability  for  tkese 
reversionary  additions  the  total  of  tke  amount  credited  to  the 
deferred  dividend  policy  policyholders  ?  A.  I  think  there  is  a 
slight  difference  there. 

Q.  But  you  keep  a  regular  account  with  each  policy  holder? 
A.  Yes. 
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Q.  In  what  form  is  that — is  that  on  a  card  or  in  a  book  ?  A. 
That  is  on  cards. 

Q.  Those  are  open  to  the  inspection  of  policy  holders  ?  A. 
Yes. 

Q.  How  long  have  you  had  this  system  in  operation?  A. 
The  company  has  been  writing  most  of  its  deferred  dividend  busi- 
ness since  about  1889.  They  did  a  small  business  in  that  line 
before  that  period. 

BY  MR.  COX: 

Q.  I  would  like  to  ask  if  a  policy  holder  is  credited  to-day 
with  a  dividend  say  of  $10  on  a  policy,  does  that  mean  he  will 
Be  able  to  draw  $10  at  the  end  of  the  accumulated  period?  A.. 
Oh,  no. 

Q.  On  account  of  that  particular  dividend?     A.  'Ro. 

Q.  Then  is  he  credited  with  the  interest  on  that  accumulation  ? 
A.  He  gets  interest  and  other  items,  making  up  a  larger  amount 
due  him  at  the  end  of  the  period. 

Q.  So  that  the  actual  credits  that  are  made  from  time  to  time 
are  not  supposed  to  include  the  fund  that  is  being  accumvilated 
for  him  ?  A.  Oh,  yes.  His  annual  dividend  which  is  appor- 
tioned to  him'  is  used  for  the  purchase  or  for  the  accumulation  of 
a  larger  amount  due  him  at  the  end  of  his  period. 

BY  ME.  HUGHES: 

Q.  That  is  what  I  understood  you  to  say.  You  find  the  amount 
an  annual  dividend — or  an  amount  which  if  he  had  an  annual 
dividend  would  be  paid  him  ?     A.  Yes. 

Q.  That  is  determined  in  the  same  way  as  any  other  annual 
dividend  policy  holder?     A.  Yes. 

Q.  Kow  you  take  and  view  from  that  figure  what  that  will 
amount  to  at  the  end  of  his  deferred  dividend  period  ?  A.  That 
is  right. 

Q.  ISTow  having  got  the  accumulation  at  the  end  of  the  term, 
then  you  figure  the  present  value  of  that  accumulation  as  of  this 
date. 

THE  CPIAIRMAlSr:  It  does  mean  I  assume  that  the  policy 
holder  would  receive  less  than  the  amount  stated. 

THE  WITNESS :    He  will  receive  actually  the  amount  stated. 

Q.  In  no  event  less  ?     A.  In  no  event  less,  in  no  event  more. 
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BY]!£Et  HUGHES: 

Q.  Let  us  follow  this  through  just  a  moment.  Tou  then  as- 
certain the  present  value  of  that  amount?     A.  Tes. 

Q.  Isn't  that  what  you  credit  to  him  ?  A.  No.  That  is  what 
we  debit  ourselves  with  and  liabilities. 

Q.  If  you  debit  yourself  with  it  you  must  credit  somebody, 
must  you  not?  A.  Well,  in  a  way,  yes.  The  books  are  not  kept 
in  that  way,  the  liability  being  a  matter  which  is  deducted  after 
you  make  up  your  statement. 

Q.  What  do  you  credit  him  with  ?  A.  He  is  credited  with  the 
contingent  accumulations  dividend  at  the  end  of  the  period. 

Q.  He  is  credited  then  with  this  amount  ascertained  as  the 
amount  to  which  he  would  be  entitled  were  he  an  annual  dividend 
policyholder  accumulated  for  his  period  ?     A.  Yes,  that  is  right. 

Q.  And  then  you  take  as  a  liability  against  that  the  present 
value  of  the  accumulations.  Now  we  have  got  it  exa<itly.  A.  Just 
as  you  would  on  a  policy. 

ME.  COX :  That  is  for  the  purpose  of  determining  the  liability 
you  report  as  deferred  dividends  ? 

ME.  HUGHES:  Certainly;  in  other  words  you  give  him  a  credit 
for  his  accumulation  based  upon  the  idea  if  he  were  an  annual 
dividend  policyholder  he  would  have  so  much  coming  to  it,  then 
when  you  want  to  determine  your  present  liability  for  that  amount 
which  has  accumulated  will  be  payable  at  the  end  of  the  deferred 
dividend  period,  you  take  the  present  value  of  it  and  charge  your- 
self with  that  amount  ?     A.  Yes. 

Q.  A  step  further.  He  is  not  going  to  get  that  unless  he  lives  ? 
A.  No. 

Q.  Now  what  happens  if  he  dies  in  the  meantime,  with  the 
amounts  that  have  been  placed  to  his  credit?  A.  They  are  for- 
feited. 

Q.  Do  the  others  of  that  class  get  them  ?  A.  They  go  into  the 
general  funds  of  the  company. 

Q.  And  form  a  part  of  the  gains  for  the  year  in  which  the  lapse 
occurs,  to  be  distributed  among  the  other  policyholders  ?     A.  Yes. 

Q.  Don't  you  take  the  deferred  dividend  policyholders  of  a 
given  year  and  segregate  them  and  determine  what  lapses  take 
place  in  the  class  so  formed  and  give  the  gains  from  those  lapses 
to  the  other  policyholders  of  the  class  who  survive  ?     A.  No. 
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Q.  So  that  as  a  practical  matter  those  who  survive  get  the  bene- 
fit of  their  survival  in  their  share  in  the  increased  gains  of  the 
company  as  they  go  along  ?     A.  That  is  all. 

Q.  Through  the  lapses  that  take  place  ?     A.  Yes. 

Q.  But  those  gains  from  lapses  are  not  distributed  by  classes  ? 
A.  Not  by  classes. 

Q.  Then  when  a  man  left,  the  amount  to  his  credit  on  this 
card  simply  is  restored  to  your  general  fund  ?     A.  Yes,  sir. 

Q.  The  liability  of  the  company,  the  present  value  is  wiped  out, 
and  I  suppose  his  account  is  charged  with  an  amount  equivalent? 
A.  Yes. 

Q.  To  what  he  had  been  credited  with  for  deferred  dividends, 
and  closed?     A.  Yes. 

Q.  Of  course,  if  there  is  a  surrender  value  that  would  be  paid 
him  the  company  would  take  credit  for  that  payment  ?     A.  Yes. 

Q.  Now,  you  have  written  a  little  pamphlet,  which  you  sent 
out  recently  upon  this  subject  which  is  very  interesting,  and  I  will 
mark  it  for  identification. 

(Pamphlet  marked  Exhibit  No.  662  for  identification.) 

Q.  How  long  is  it  since  this  system  has  been  in  operation  with 
your  company  ?  A.  "Well,  it  has  been  in  operation  since  1887  or 
1888,  in  exactly  this  way, 

Q.  Well,  hasn't  it  proved  embarrassing  to  you  to  carry  as  a 
legal  obligation  the  present  value  of  those  accumulations?  A. 
Made  it  rather  difficult  at  times,  yes. 

Q.  What  has  been  the  difficulty  at  times?  A.  It  has  rather 
curtailed  expenses  in  procuring  new  business. 

Q.  How  does  it  have  that  effect?  A.  Because  an  accounting 
has  to  be  made  actually  year  by  year. 

Q.  It  is  an  expose  of  the  results  in  that  time?  A.  An  annual 
expose. 

Q.  And  that  has  its  inconveniences  as  well  as  its  merits?  A. 
Very  frequently. 

Q.  Has  that  been  felt  an  effective  check  in  the  operations  of 
the  company?    A.  I  think  it  has  been  a  salutary  check. 

Q.  In  what  way  has  it  proved  a  salutary  check?  A.  I  think 
it  leads  to  greater  care  in  the  selection  of  business  and  more 
conservatism. 

Q,  And  also  with  regard  to  your  investments?    A.  Yea. 
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BY  ME.  COX: 

Q.  Would  it  produce  a  disadvantageous  effect  upon  your  busi- 
ness if  other  companies  were  doing  the  same  thing  and  had  to 
account  the  same  way,  in  your  opinion?    A.  ISTot  at  all. 

Q.  It  is  only  by  comparison  with  others  then  that  it  is  em- 
barrassing? A.  No,  I  would  not  say  that.  I  mean  it  has  em- 
barrassed me  in  making  it  difficult  for  me  sometimes  to  meet  the 
competition  which  I  have  encountered. 

Q.  Just  what  way,  may  I  ask?    A.  The  price  of  business. 

ME,.  COX:  Commissions  you  mean,  do  you?  I  suppose  you 
are  going  to  get  into  commissions,  and  I  won't  ask  questions  about 
that. 

BY  ME.  HU&HES: 

Q.  In  a  few  minutes.  In  brief,  if  you  have  got  at  the  end  of 
the  years  to  make  a  statement  of  just  what  your  gains  are  and 
credit  a  man  with  the  amount  to  which  he  would  be  entitled  by 
reason  of  those  gains,  you  have  to  be  real  careful  in  what  you  have 
spent  and  the  way  in  which  you  invest  your  money?  A.  Yes. 
For  instance,  the  deferred  dividend  liability  has  increased  from 
$372,000  in  1896  to  $1,000,000  in  1900,  which,  under  any  other 
plan,  would  appear  as  apparent  surplus,  making  it  necessary  to 
guard  your  business  so  as  to  present  a  good  statement  at  the  end 
of  the  year  under  this  plan. 

Q.  Before  we  take  up  the  matter  of  expense  and  of  commissions 
I  would  like  to  call  your  attention  to  some  of  the  statements  that 
appear  in  your  articles  on  dividends  in  life  insurance.  You  start 
by  saying  that  the  conditions  prevailing  in  this  country  are  differ- 
ent from  those  which  present  themselves  in  older  communities,  and 
the  demand  of  the  American  public  for  life  insurance  has  been 
upon  somewhat  different  lines  than  in  Great  Britain  and  other  lo- 
calities where  business  is  less  speculative."  What  do  you  mean  by 
that?  A.  I  mean  that  in  any  new  country  the  demand  for  capital 
in  exploiting  enterprises  that  are  more  or  less  speculative  places 
a  man  in  the  position  very  frequently  where  for  a  few  yeiars  he  has 
got  all  he  has  in  those  enterprises,  and  he  finds  it  necessary  to 
cover  the  risk  of  his  life  during  that  period  of  speculative  business, 
and  the  American  people  have  certainly  gone  on  that  plan  of  put- 
ting all  of  their  energy  and  all  of  their  money  into  enterprises,  and 
protecting  themselves  against  the  event  of  death  by  liberal  in- 
suTance. 
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Q.  Well,  wliat  effect  has  that  upon  the  popularity  of  certain 
types  of  insurance?  A.  The  effect  which  I  meant  to  hint  at  in 
that  circular  was  that  this  differed  from  the  ordinary  plain  insur- 
ance, which  a  man  in  an  older  company  would  carry  and  want  to 
carry  through  his  entire  life.  We  have  got  to  provide  a  form  of 
insurance  that  will  adapt  itself  to  the  requirements  of  the  man  in 
coming  years.  It  may  be  that  he  wants  to  keep  that  insurance  — 
his  circumstances  will  be  such  that  he  wants  to  keep  it  through  the 
future.  It  may  be  that  he  wants  to  surrender  it,  it  may  be  that 
he  wants  to  borrow  money  on  it.  All  those  conditions  ought  to 
be  met  by  a  good  contract,  so  that  the  American  life  insurance 
policy  has  become  the  most  varying  contract,  I  imagine,  of  any 
that  is  issued. 

Q.  Hasn't  that  variation  in  the  policies  offered  by  American 
companies  been  too  largely  due  to  the  necessities  of  competition? 
A.  Not  entirely. 

Q.  Hasn't  it  been  due  to  some  extent  to  that?  A.  I  think  to 
some  extent. 

Q.  To  the  desire  to  express  something  a  little  different,  per- 
haps something  that  will  be  thought  a  little  more  advantageous 
than  any  other  company  may  have  presented  ?  A.  Well,  I  think 
that  is  a  small  factor. 

Q.  Is  there  any  real  need  in  your  judgment  of  the  great  number 
of  varieties  of  policies  which  have  been  issued  by  companies  ?  A. 
None  at  all. 

Q.  The  necessities  of  the  American  business  man  who  desires 
to  protect  himself  by  life  insurance  during  his  most  productive 
years  does  not  require  such  an  excess  of  ingenuities  in  the  develop- 
ment of  insurance  schemes?    A.  l^o. 

Q.  How  do  you  account  for  the  various  forms  we  have?  A. 
That  is  for  the  sake  of  sale,  undoubtedly. 

Q.  That  is  what  I  meant  a  moment  ago,  the  result  of  competi- 
tion? A.  I  think  we  were  referring  to  different  matters.  I  was 
referring  to  the  introduction  of  the  surrender  value  and  loan  fea- 
ture and  the  fundamental  changes  of  that  sort,  not  to  the  varied 
contracts. 

Q.  My  object  was  to  eliminate  that  part  which  was  due  to 
the  desire  to  make  sales  of  policies  and  to  get  down  to  those  varia- 
tions and  those  American  features  which  are  incident  to  the  ex- 
perience that  you  have  alluded  to.  Now,  those  features  that  you 
have  in  mind  are  surrender  vakies,  loan  values,  and  also  generally 
the  features  that  pertain  to  investment  insurance?    A.  Yes,  sir. 
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BY  ME.  COX: 

Q.  How  many  forms  of  policies  do  you  usually  require  in  your 
business  ?  A.  We  have  in  our  books  something  like  fifty  tables. 
A  great  many  of  them  are  very  rarely  used. 

Q.  What  would  you  say  the  number  are  or  number  is  that 
would  be  necessary  to  conduct  the  business  which  you  think 
American  necessities  require?  A.  I  think  it  could  be  cut  down 
to  fifteen  or  twenty  policies. 

BY  ME.  HUGHES : 

Q.  Could  they  be  reduced  even  lower  than  that  ?  A.  Possibly, 
I  do  not  want  to  exaggerate  my  statements. 

BY  ME.  COX: 

Q.  I  suppose  in  referring  to  forms  of  policies  you  call  a  ten- 
year  or  fitfteen-year  or  twenty-year  payment  as  one  form  ?  A.  Yes. 

Q.  Before  you  leave  that  dividend  question,  I  wanted  to  ask 
what  advantage  there  can  be  in  the  policyholder  leaving  his  divi- 
dends with  you  for  the  accumulation  period  when  the  rate  of  in- 
terest is  fixed,  and  it  is  definitely  known  just  how  much  he  is  to 
receive  other  than  the  acquirement,  of  course,  of  the  interest  wliich 
you  pay  or  allow  on  those  accumulations  on  those  dividends?  A. 
The  reason  for  that  from  the  standpoint  of  the  policyholder  is,  I 
think,  that  his  dividends  which  he  receives  are  each  of  them  small 
in  amount,  because  they  are  only  a  proportion  of  his  anniial  pay- 
ment, and  he  believes  that  it  is  better  for  him  to  invest  them  in 
some  way  and  receive  them  in  one  sum  at  the  end  of  the  period 
just  as  he  would  take  out  an  endowment  policy.  The  further  rea- 
son is  that  in  many  of  our  policies — ^in  most  of  our  policies — there 
is  now  a  loasn.  feature  by  which  a  man  who  finds  himself  in  financial 
straits  at  some  period  during  the  history  of  his  contract  may  bor- 
row his  premiums  from  the  company,  and  he  is  urged  to  believe 
by  the  agent — to  appreciate  the  fact  that  b^  laying  aside  those 
dividends  he  is  maintaining  a  fund  which  at  the  end  of  twenty 
years,  or  whatever  the  period  may  be,  would  in  part  offset  those 
loans — in  other  words,  it  seems  to  him  too  small  a  matter  to  take 
each  year,  and  he  feels  inclined  to  leave  it  for  the  period,  provided 
that  he  is  satisfied  with  the  company  and  with  the  system. 

Q.  In  other  vrords,  it  is  a  pure  savings-bank  feature  to  the  ex- 
tent of  the  dividends  that  are  left  with  you?  A.  I  should  say 
it  was  a  savings-bank  and  endowment  feature,  both,  because  there 
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is  the  element  of  life  insurance  in  it  to  be  taken  into  considera- 
tion. 

BY  MR.  HUGHES: 

Q.  "We  were  inquiring  into  the  differences  between' the  condi- 
tions that  obtain  abroad  and  that  have  obtained  here  and  the 
liberal  features  of  the  American  insurance.  Now,  what  has  been 
the  experience  with  regard  to  jpremiums  compared  with  the  ex- 
perience abroad?  A.  We  do  no  foreign  busine^  and  I  have  never 
given  any  extensive  study  to  that  subject.  My  impression  is  that 
premium  rates  in  Great  Britain  are  about  the  same,  the  dividends, 
however,  being  larger. 

Q.  And  what  has  been  the  American  experience  with  regard 
to  premium  rates,  have  they  increased  or  diminished?  A.  There 
has  been  an  increase  due  to  the  change  of  interest  rate  in  the  cal- 
culation, but  otherwise  there  has  been  no  material  change. 

Q.  E'ow,  what  have  been  the  motives  which  have  led  the  com- 
panies to  favor  the  deferred  dividend  plan  of  insurance?  A.  Well, 
I  can  only  speak  for  my  own  company.  The  great  reason  why  I 
prefer  the  dividend  policy  for  our  company  is  that  there  is  a 
strong  element  in  that  policy  for  its  continuity,  which  we  are  all 
after.  We  want  to  do  away  as  far  as  possible  with  the  tremendous 
lapse  which  there  is  constantly  in  American  business;  and  the  fact 
that  we  have  this  growing  fund  that  we  can  tell  the  man  how  that 
is  increasing,  gives  us  not  only  an  argument  to  keep  him  in,  but 
makes  it  possible  for  us  to  put  greater  features  of  liberality  in 
those  deferred  dividend  policies. 

Q.  You  mean  that  the  danger  of  loss  to  the  policyholder  of  his 
accumulations  in  case  of  withdrawal  before  the  expiration  of  the 
term  acts  as  an  incentive  to  his  continuing?  A.  Very  frequently, 
yes. 

Q.  Do  yon  find  that  the  rate  of  lapse  is  less  on  deferred  dividend 
policies  than  with  annual  dividend  policies?  A.  I  have  very  little 
data — ^I  would  like  to  have  it — for  finding  that  out.  I  can  only 
speak  from  general  opinion,  because  as  you  see  we  have  a  very 
small  volume  of  annual  dividend  business,  not  enough  to  fonn 
a  class,  because  a  great  deal  of  that  is  old  business  that  has  been 
on  the  books  for  a  great  many  years. 

Q.  Of  course,  in  the  ordinary  method  of  handling  the  deferred 
dividend  business  withoait  annual  accoji:j,tinga,  there  are  other  ad- 
vantages to  the  companies?     A.  I  think  there  are,  yes. 


3566  Legislative  Insurance  Investigation. 

Q.  The  advantages  of  uncontrolled  handling  of  large  accumula- 
tions without  any  leg'al  obligation  to  account  for  any  particular 
amount.  That  has  been  recognized  by  you,  has  it  not?  A.  That 
is  my  personal  feeling. 

Q.  ISTow,  I  desire  to  read  what  you  say  in  your  pamphlet  upon 
the  deferred  dividend  system,  as  follows:  After  stating  the  ad- 
vantage to  the  company  because  the  forfeiture  of  dividends  acts  as 
a  cheek  upon  withdrawals  and  promotes  the  continuity  of  its  busi- 
ness, you  say:  '''Up  to  this  point  my  remarks  have  been  general, 
and,  although  the  argument  is  most  brief,  I  believe  it  establishes 
that  deferred  dividends  per  se  are  not  in  any  sense  open  to  censure. 
In  the  development  of  the  system  and  in  the  method  of  distribution, 
however,  I  believe  may  be  fairly  said  against  the  plan  as  ordinarily 
practiced.  If  the  applicant  agrees  when  he  takes  out  his  insurance 
to  postpone  until  the  end  of  the  period  (say  ten,  fifteen  or  twenty 
years)  any  apportioning  of  his  share  of  the  profits,  he  submits  him- 
self to  conditions  which  may  prevail  at  that  future  date  and  to  - 
metht)ds  of  distribution  which  are  not  placed  in  advance,  and  he 
has  no  guarantee  as  to  what  treatment  he  will  receive.  New  con- 
ditions may  arise,  new  methods  may  prevail  which  no  man  can 
predict.  Further,  no  matter  when  paid  or  allotted  upon  any 
policy,  the  dividends  are  the  result  of  each  year's  biisiness ;  and  if 
no  accounting  is  made,  a  constantly  growing  fimd  is  in  the  hands 
of  the  company,  which  need  not  under  the  terms  of  the  policy  con- 
tract be  divided  uiitil  the  dividend  period  has  expired. 

"  This  fund  is  called  '  Surplus,'  and  is  properly  surplus  under 
this  plan,  for  no  policyholder  has  any  legal  claim  to  participation 
in  or  knowledge  regarding  it  until  he  reaches  the  end  of  his  par- 
ticular dividend  period.  This  plan  is  open  to  serious  criticism.  It 
leaves  too  large  an  ^massigned  fund  in  the  hands  of  managers 
and  offers  tremendous  temptation  to  extravagance  and  lax  business 
method — in  fact,  it  is  my  personal  belief  that  many — I  am  almost 
tempted  to  say  most — of  the  abuses  in  our  business  have  arisen 
from  the  large  surplus  funds  which  are  the  natural  and  necessary 
consequence  of  deferred  dividends  withlout  any  accounting  during 
the  dividend  period." 

Q.  Now,  in  your  judgment,  you  have  met  that  difficulty  by  a 
provision  for  annual  accountings  ?    A.  Yes. 

Q.  But  that  still  leaves  open  the  handling  of  the  funds,  their 
care  and  investment  during  the  period  that  must  elapse  before 
distribution  ?  A.  Yes,  but  under  the  other  plan  it  is  surplus,  you 
might  under  the  contingency  arising  whten  you  wanted  to  increase 
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your  business,  use  it  temporarily  with  almost  the  certainty  that  it 
would  come  back  to  you  after  three  or  four  years  if  your  selection 
of  new  business  was  good,  and  that  it  would  be  back  again  before 
the  end  of  that  man's  particular  period,  whereas,  under  our  plan 
that  would  immediately  show  that  I  was  cutting  into  the  surplus 
and  it  would  be  evident  to  every  one  wh)at  I  was  doing. 

Q.  In  other  words,  when  you  nandle  the  large  accumulations 
without  any  annual  accounting  or  creation  of  legal  obligations  an- 
nually you  can  3raw  whatever  you  want  to  extend  your  business  ? 
A.  Yes. 

Q.  That  is  you  can  draw  upon  that  fund  ?    A.  Yes,  sir. 

Q.  Whereas  in  the  position  of  your  company  that  cannot  be 
done  ?  A.  It  would  not  be  wise  to  do  it.  It  would  show  imme- 
diately. 

Q.  You  could,  of  course,  take  whatever  money  you  had,  but 
what  would  be  the  consequence  at  the  end  of  the  year  ?  A.  I 
might  have  no  surplus  at  all. 

Q.  That  you  had  done  that  would  be  at  once  immediately  re- 
vealed and  would  not  require  the  long  examination  by  an  actuary 
to  make  it  appear  ?    A.  Wo,  it  would  appear  at  once. 

Q.  But  having  passed  that  peril,  and  having  put  yourself  in  a 
position  where  you  must  give  an  annual  accounting,  still  remains 
true  that  the  accumulations  are  in  the  hands  of  your  company  ?  A. 
Yes. 

Q.  And  thieir  safety  is  dependent  upon  the  care  and  conserva- 
tism of  the  management  of  your  company?  A.  The  same  as  the 
policy  reserve. 

Q.  iffow,  I  recur  to  Mr.  Cox's  question,  why  should  the  man 
put  that  extra  amount  which  you  charge  for  the  investment  feature 
of  his  policy  into  your  hands  rather  than  put  it  in  a  savings  bank  ? 
A.  He  receives  in  the  calculation  of  this  accumulation  the  benefit 
of  the  mortality,  the  saving  of  mortality  during  the  period  that 
it  is  calculated,  as  well  as  the  interest  feature,  so  that  this  differs 
a  little  from  the  savings  bank  proposition.  More  than  that,  if 
we  issue  a  deferred  dividend  policy  the  company  can  safely  make 
that  policy  a  little  more  liberal  in  its  terms,  in  my  estimation, 
that  it  can  an  annual  dividend  policy. 

Q.  How  can  it  do  that?  A.  Because  there  is  this  element  of 
forfeiture  of  his  accumulation  in  case  of  lapse. 

Q.  But  you  have  better  continuity  in  the  ease  of  your  deferred 
policy  than  in  the  case  of  your  annual  dividend  policies  ?    A.  Yes. 
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Q.  So  that  tlie  gain  from  lapses  will  be  less  in  the  case  of  your 
deferred  dividend  than  in  the  case  of  your  annual  dividend? 
A.  It  would  be  less  in  toto.    We  do  not  want  them  to  lapse. 

Q.  !N"o,  I  understand  that A.  But  we  can  put  elements 

into  the  deferred  dividend  policy  which  will  also  tend  towards 
its  continuity,  and  prevent  lapses,  but  if  the  men  do  lapse  there 
is  a  new  element  of  profit  there  to  the  company  which  strengthens 
us  for  that  lapse  and  helps  by  having  money  enough  on  hand 
to  secure  a  new  life  to  take  the  place  of  the  one  that  goes  out. 

Q.  Do  you  give  the  deferred  dividend  policyholder  less  in  case 
of  lapse  than  you  give  the  annual  dividend  policyholder  ?  A.  No, 
but  we  have  his  dividend  accumulation,  which  he  forfeits. 

Q.  You  mean  they  are  given  over  to  the  company  ?  A.  To  the 
company. 

Q.  For  use  ?    A.  For  use. 

Q.  His  accumulations?    A.  Yes. 

Q.  And  what  you  gain  on  that  is  the  excess  of  those  accumu- 
lations over  the  surrender  value  you  allow  him?  A.  Ko,  no. 
The  surrender  value  is  based  upon  his  policy  reserve.  Those  are 
the  same  in  the  annual  dividend  and  deferred  dividends,  but  if  he 
lapses  the  annual  dividend  policyholder  has  already  had  his  divi- 
dends, so  the  company  makes  nothing  from  his  dividends.  The 
deferred  dividend  policyholder  forfeits  his  dividends  to  the  com- 
pany that  have  been  accumulated,  consequently  we  can  afford  to 
make  that  policy  a  little  more  liberal  than  we  could  the  annual 
dividend. 

Q.  But  the  net  result  must  be  that  if  there  is  a  gain  to  your 
company  in  the  event  of  the  lapse  of  the  deferred  dividend  policy- 
holder, that  policyholder  gets  less  in  the  event  of  lapse  than  an 
annual  dividend  policyholder  will  have  received,  considering  his 
annual  dividends  ?  A.  I  would  put  it  —  I  think  the  idea  is  — 
I  did  not  get  it  before  —  the  difference  from  that  point  of  veiw 
is  that  the  annual  dividend  policyholder  has  had  his  dividends 
and  the  other  has  not. 

Q.  And  if  you  take  into  consideration  what  the  annual  dividend 
policyholder  has  received  in  dividends  and  what  he  will  receive 
in  the  surrender  value  upon  his  lapse,  he  will  in  the  aggregate 
get  more  if  he  lapses  than  the  deferred-  dividend  policyholder 
will  get  ?    A.  If  he  lapses. 

Q.  Yes,  if  he  lapses.  A.  But  I  do  not  cater  to  the  lapsing 
element.  I  am  trying  to  find  a  contract  which  has  in  it  features 
which  will  make  it  continuous. 
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Q.  I  appreciate  that,  and  you  have  brought  that  out  very 
clearly.  But  I  want  to  see  just  where  the  advantage  is  to  the 
deferred  dividend  policyholders.  Now,  if  he  continues  to  the 
expiration  of  his  period  he  will  have  had  during  that  period  the 
benefit  of  the  carrying  of  the  risk,  the  insurance  ?    A.  Yes. 

Q.  And  that  can  be  paid  for  on  a  regular-term  basis  ?    A.  Yes. 

Q.  He  will  also  be  entitled  to  certain  accumulations.  Now, 
those  accumulations  are  the  result  to  a  considerable  e:^ent  of 
payments  that  he  has  made  in  excess  of  what  is  required  to  carry 
the  risk  of  his  insurance.    Is  that  not  so  ?    A.  Yes. 

Q.  Now,  if  we  consider  his  situation,  if  he  lapses  during  the 
period,  we  find  that  taking  into  account  the  fact  that  he  has 
not  had  dividends,  he  really  will  get  less  than  the  annual  divi- 
dend policyholder  would  get  if  he  lapsed  at  the  same  time?  A. 
Yes. 

Q.  Counting  the  amounts  he  has  already  received  in  annua] 
returns?     A.  Yes. 

Q.  Now,  under  those  circunastances,  how  is  it  to  the  advantage 
of  a  man,  assuming  him  to  be  a  prudent  man  who  can  take  care  of 
his  money  and  save  it,  and  properly  invest  it,  to  take  a  deferred 
dividend  policy  ?     A.  Well,  under  those  conditions  he  is  worse  off. 

Q.  Yes.     A.  The  company,  if  we  put  it  that  way,  is  better  off. 

Q.  That  is  it  exactly.  A.  I&  view  of  that  very  fact,  that  the 
company  makes  more  in  the  case  of  lapse  of  the  deferred  divi- 
dend policyholder,  w©  are  able  to  make  contract  more  liberal. 

Q.  In  what  respects  do  you  liberalize  it  ?  A.  We  liberalize  it 
in  the  matter  of  loans,  particularly. 

Q.  In  what  way  in  loans?  A.  In  making  the  loans  more 
liberal. 

Q.  Do  you  mean  a  larger  percentage  ?  A.  A  larger  percentage 
and  in  putting  them  in  the  policy.  We  treat  the  deferred  divi- 
dend policyholder  always  with  more  liberality  on  that  account, 
and  we  are  able  to  frequently  save  his  policy,  where  we  would  not 
do  it  with  the  annual  dividend  policy. 

Q.  Will  you  make  that  last  a  little  bit  more  specific  ?  A.  Well, 
we  tell  the  man,  he  comes  toward  the  end  of  his  period;  he  has 
been  dissatisfied  by  the  agent  of  another  company,  which  is  usually 
the  cause ;  he  may  be  in  financial  difficulty.  We  have  got  to  prove 
to  him,  not  only  that  his  policy  is  good  collateral  for  the  amount 
of  a  sufficient  loan  to  keep  it  in  force,  but  we  also  have  to  prove  to 
him  that  it  is  to  his  interest  to  do  it,  and  we  are  able  to  show  what 
his  forfeiture  will  be,  which  we  very  frankly  tell  him. 
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"In  case  you  leave  you  are  giving  up  your  accumulations  which 
will  he  yours  in  four  or  five  years  more,  and  we  think  it  will  he 
better  for  you  to  borrow  the  money  and  keep  the  policy  in  force." 

Q.  Well,  that  is  merely  good  advice  ?     A.  Yes. 

Q.  I  mean  now,  in  the  matter  of  contracts,  what  are  the  features 
which  are  more  liberal  ?  A.  Well,  I  think  the  best  way  to  ans.wer 
that  would  be  to  send  you  our  annual  dividend  policy  and  our 
deferred  dividend  policy  and  see  the  difference  in  the  features  of 
the  two. 

Q.  What  proportion  of  your  policyholders  are  paying  loans? 
A.  Well,  I  could  not  tell  you  in  that  way.  I  could  tell  you  the 
amount  of  our  loans. 

Q.  Yes,  that  might  he  an  assistance,  because  most  of  your 
business  is  on  the  deferred  dividend  basis.  A.  Yes.  We  have 
a  total  cash  loan  of  all  kinds  to  policyholders,  $1,500,000. 

Q.  Suppose  I  were  to  go  to  you,  Mr.  Ide,  as  a  man  familiar 
with  insurance  and  not  interested  in  any  companj^,  but  solely 
interested  in  my  getting  the  best  insurance,  and  assume  that  I 
have  sufficient  prudence  ta  take  care  of  my  money,  and  would 
save  just  as  much  in  other  ways,  as  I  would  if  I  were  investing 
in  insurance,  and  the  question  were  between  my  choice  of  a  twenty 
payment  life  policy  with  annual  dividends,  and^  a  twenty  year 
endowment  policy  with  deferred  dividends  and  it  was  understood 
that  in  the  event  I  chose  the  former  I  would  take  the.  extra 
amount  I  would  have  to  pay  under  the  latter  and  invest  it  prop- 
erly, which  in  your  judgment  would  be  the  better  plan  for  me 
to  take?  A.  I  should  advise  your  taking  the  deferred  dividend 
policy. 

Q.  From  my  standpoint?     A.  Yes. 

Q.  On  what  grounds?  A.  Well,  in  the  first  place,  you  would 
not  invest  the  dividends 

Q.  Do  not  say  that,  because  that  introduces  the  human  ele- 
ment, which  I  want  to  consider  separately?  A.  Don't  you  think 
that  is  very  important  ? 

Q.  I  do,  and  I  am  going  to  bring  it  out  in  just  a  moment,  but 
assume  that  I  have  virtues,  which  I  have  not,  and  I  was  able  to 
save  the  dividends  and  invest  them?  A.  The  dividends,  endow- 
ment, or  deferred  dividend  policy  contains  a  provision,  that  after 
you  have  paid  ten  years'  premiums  you  can  borrow  the  other  ten, 
any  or  all  of  them,  as  you  please.  The  annual  dividend  poJicy 
says: 
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"  Step  right  up  and  pay  every  year,  or  else  lapse." 

Q.  Well,  you  can  afford  to  loan  a  man  on  an  annual  dividend 
j)olicy  as  much  pro  rata  as  on  a  deferred  dividend,  can  you  not? 
A.  Not  necessarily,  for  the  reason,  that  every  life  that  goes  out 
has  to  be  replaced  if  the  company  is  to  he  kept  going  —  has  to  be 
replaced  by  a  new  life,  and  that  costs  money  under  iiie  modern 
practice,  and  I  would  be  more  liberal  to  keep  these  people  in,  I 
could  afford  to  be. 

Q.  That  is  because  of  the  advantage  to  the  company?  A.  It  is 
jnore  of  a  reciprocal  contract,  I  think  that  answers  it. 

Q.  Yoiir  idea  would  be  that  the  loans  feature  would  be  an  ad- 
vantage in  one  case  that  would  not  exist  to  the  same  extent  in  the 
other?     A.  Yes. 

Q.  You  mean  you  cannot  quite  divest  yourself  of  the  idea  that 
I  could  not  save  that  other  money?  A.  I  do  not  like  to  make  it 
so  personal.     I  would  say  rather  that  one  would  not  save  it. 

Q.  Yes,  that  one  would  not  save  that  extra  money  ?     A.  Yes. 

Q.  And  of  course,  in  ordinary  hunman  experience  we  all  know 
that  that  small  difference  between  the  two  in  all  probability  would 
not  be  safe?     A.   Yes. 

Q.  So  that  you,  contrasting  the  two  schemes  of  insurance 
would,  say,  now  assuming  on  the  other  hand  disinterested  and 
conservative  and  safe  management  on  the  part  of  the  insurance 
company,  it  would  be  better  that  the  man  paid  a  little  more  and 
took  his  accumulations  when  they  amounted  to  sufficient  to  fur- 
nish him  a  bonus  for  saving  them?     A.  Yes. 

Q.  That  is  about  the  whole  of  it,  is  it  not?  A.  That  is  about 
all. 

Q.  ]^ow,  with  regard  to  this  matter  of  loaning,  do  you  dis- 
criminate against  annual  dividend  policyholders  in  order  to  get  a 
man  to  take  the  other  class  of  policies,  or  do  you  loan  them  all 
you  fairly  can?  A.  It  is  too  late  for  the  discrimination  to  do 
any  good;  they  have  made  their  choice,  so  we  loan  them  whatever 
we  can. 

Q.  I  mean  in  the  contract  itself,  in  providing  for  what  they 
will  be  entrtled  to  as  loans?  A.  We  loan  them  all  that  we  can,  all 
that  we  deem  safe  in  the  contract. 

Q.  So  that  the  additional  advantage  which  a  deferred  dividend 
policyholder  has  in  that  respect  is  simply^  because  more  of  his 
money  is  in  the  company's  hands?     A.  Yes. 

O.  Based  solely  on  that?    A.  Well,  that  is  in  one  respect,  yes. 

Q.  I  mean  you  do  not  reduce  the  amount  you  loan  to  the  annual 
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dividend  policyholder  merely  because  you  do  not  like  that  kind 
of  policy?     A.  No. 

Q.  How  many  companies  are  there  that  have  this  scheme  of 
annual  accountings.  A.  I  know  of  no  company  that  carries  it 
out  exactly  as  we  do. 

Q.  What  has  been  the  reason  that  a  plan  that  looks  so  fair  on 
its  face  has  not  had  a  more  general  acceptance?  A.  That  I  can- 
not say. 

Q.  Is  it  because  it  curtails  the  freedom  in  management  and  in 
meeting  new  conditions  an3  in  spending  money  to  get  business? 
A.  I  should  not  like  to  say. 

Q.  You  would  not  like  to  characterize  the  motives?  A.  I 
would  not  like  to  characterize  the  motives  of  other  companies. 

Q.  But  you  would  not  ad^dse  me  in  case  I  supposed  a  moment 
ago  to  take  a  deferred  dividend  policy  that  did  not  haVe  a  pro- 
vision for  annual  accoimtings  ?    A.  No,  I  should  not  do  that. 

Q.  I  will  read,  as  it  is  states  succinctly,  which  is  stated  in  re- 
gard to  your  plan  from  your  circular  of  October :  "  The  plan  of 
this  company  is  therefore  to  allot  the  dividend  on  deferred  divi- 
dend policies  each  year;  to  compute  what  that  sum  will  amount  to 
at  the  end  of  the  period  (payable  if  the  assured  is  living  and  the 
policy  in  force  at  the  time);  and  to  annually  enter  in  the  com- 
pany's statement  a  proper  liabiMty  against  each  deferred  divi- 
dend so  declared.  This  total  liability  on  December  31,  1904, 
amounted  to  $1,290,036. 

"  Further,  it  was  felt  that  the  policyholder  was  entitled,  if  he 
desired,  to  a  knowledge  of  the  growth  of  these  profits,  and  con- 
sequently his  information  is  always  furnished  on  request.  Un- 
der this  arrangement  the  insured  is  year  by  year  made  intelligent 
as  to  his  contract;  he  is  not  kept  in  the  dark  until  the  end  of  ten, 
fifteen  or  twenty  years;  he  is  not  a  member  of  a  blind  pool;  and — 
what  is  more  important — the  company  is  bound  to  guard  the  lia- 
bility against  this  deferred  dividend  as  religiously  as  it  does  the 
reserves  on  its  policies.  In  a  company  so  conducted,  surplus  is 
really  surplus,  and  publicity  is  an  accomplished  fact." 

Q.  When  you  say  there  that  the  company  is  bound  to  guard  the 
liability  as  religiously  as  it  does  the  reserve  on  its  policies,  you 
mean  because  it  takes  the  reserve  as  a  liability  against  the  present 
accumulations?    A.  Yes. 

Q.  What  do  you  do  with  regard  to  the  furnishing  of  estimates 
to    induce    policyholders    to    take    deferred    dividend    policies? 
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A.  We  discoiTrage  that  in  every  way,  calling  attention  of  our 
agents  to  the  fact  that  it  is  very  easy  for  them  to  find  out  the  his- 
tory of  dividend  endowment  policies  of  recent  years,  that  is  the 
history  during  recent  years. 

Q.  Do  you  make  up  any  compilation  of  estimates  for  the  agents? 
A.  We  have  had  that  looked  into  carefully,  and  Mr.  Marshall  is 
thoroughly  posted  on  that,  if  you  are  going  to  put  him  on  the  stand, 
I  would  like  to  have  him  answer  it. 

Q.  He  is  the  actuary?    A.  He  is  the  actuary. 

Q.  And  I  suppose  he  is  the  one  who  is  also  familiar  with  the 
actual  method  of  computing  these  dividends  ?    A.  Yes. 

Q.  I  have  asked  for  a  scale  of  the  cash  surrender  values  on  de- 
ferred dividend  policies,  and  this  sheet  that  you  have  given  me  is 
correct  in  regard  to  that?    A.  Yes. 

Q.  These  percentages  stated  are  in  each  case  the  percentage  of 
the  reserve?  A.  That  was  compiled  by  the  actuary's  department, 
but  I  think  that  is  the  case. 

Q.  Then  I  will  take  that  up  with  him.  IsTow  with  regard  to  the 
amount  that  can  be  expended  to  obtain  new  business  properly, 
have  yoii  considered  that  ?    A.  Very  seriously. 

Q.  Have  you  reached  conclusions  in  regard  to  it  ?    A.  Yes. 

Q.  What  are  they  ?  A.  I  think  that  no  one  can  lay  down  a  rule 
that  wll  apply  to  all  companies  and  be  fair  to  all  companies,  or 
even  be  fair  to  the  one  company  in  different  localities;  but  as  a 
general  proposition  I  think  that  the  management  of  the  company 
has  got  to  make  a  very  careful  analysis  of  his  business  from  time 
to  time  to  determine  whether  he  is  paying  too  much  for  it.  The 
difficult  .part  of  the  problem  is  that  you  cannot  tell  whether  you 
have  paid  too  much  for  business  until  it  is  old  enough  for  you  to 
know  whether  it  is  renewed.  If  you  could  obtain  business  which 
would  renew,  90  per  cent,  of  it  remains  in  force  for  five  years,  you 
could  afford  to  pay  a  very  high  price  for  that  business.  If,  on  the 
other  hand  you  wrote  business  of  which  only  30  or  40  per  cent, 
was  left  at  the  end  of  five  years,  you  could  afford  to  pay  very  little 
for  it,  and  that  we  cannot  tell  in  advance. 

Q.  (Handing  paper.)  Is  this  the  ordinary  form  of  your  agents' 
contracts?    A.  Yes. 

ME.  HUGHES:    I  will  have  it  marked  for  identification. 

(The  paper  was  marked  Exhibit  663  for  identification.) 
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ME.  HUGHES:  I  will  read  upon  the  record  the  scale  of 
commissions  as  stated  in  this  contract. 

Life  ordinary  dividend  endowment  policies 55^ 

Life  ordinary  non-participating  policies 40^ 

Life  twenty  payment  dividend  endowment  policies 55^ 

Life  twenty  payment  non-participating  policies 40^ 

Life  fifteen  payment  dividend  endowment  policies. ........  50^ 

Life  fifteen  payment  non-participating  policies   35^ 

Life  ten  payment  dividend  endowment  policies 45^ 

Life  ten  payn^fent  non-participating  policies    30^ 

Twenty-year    endowment   dividend    endowment   policies.  ..  .55^ 

Twenty-year  endowment  non-participating  policies 4:0% 

Fifteen-year  endowment  dividend  endowment  policies 45^ 

Fifteen-year   endowment   non-participating   policies 30^ 

Ten-year  endowment  and  endowment  for  ten  payments  divi- 
dend endowment 35^ 

Ten-year  endowment  and  endowment  for  ten  payment  non- 
participating  20^ 

Ten-year  convertible  term  policies 20^ 

Five-year  convertible  term  policies   15^ 

Twenty-year  redemption  policies   40^ 

It  is  agreed  that  the  commissions  upon  annual  dividend  policies 
shall  be  in  accordance  with  the  above  schedule  of  commissions  for 
corresponding  non-pariicipating  policies. 

Q.  Then  does  the  schedule  I  have  read  relate  to  deferred  divi- 
dend policies?     A.  Yes,   deferred  and  endo^vment. 

Q.  All  those  commissions  are  upon  the  premiums  for  the  first 
year?     A.  Yes. 

MK.  HUGHES:  The  contract  further  provides:  "The  said 
party  of  the  first  part,  that  is  the  company,  agrees  to  pay  to  the 
said  party  of  the  second  part,  that  is  the  agent,  an  additional  com- 
mission of  10  per  cent,  upon  the  first  year's  tabular  premiums 
collected  upon  policies  above  specified  and  issued  under  this 
agreement,  which  shall  be  in  lieu  of  all  expenses  incurred  here- 
under except  as  are  hereinafter  provided. 

"  The  said  party  of  the  first  part  agrees  during  the  continuance 
of  this  agreement  for  a  period  of  fifteen  years  from  the  date  of 
each  policy  to  pay  to  the  party  of  the  second  part  a  renewal 
commission  of  7i  per  cent,  upon  the  second  and  subsequent  and 
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tabular  premiums  collected  upon  non-participating  and  redemp- 
tion policies  issued  under  this  agreement. 

"  The  said  party  of  the  first  part  agrees  during  the  continuance 
of  this  agreement  for  a  period  of  ten  years  from  the  date  of  each 
policy  to  pay  to  the  party  of  the  second  part  a  renewal  of  Ti  per 
cent,  upon  the  second  and  subsequent  and  tabular  premiums  col- 
lected upon  non-participating  and  redemption  policies  issued 
under  this  agreement. 

"  The  said  party  of  the  first  part  agrees  to  pay  the  party  of  the 
second  part,  his  executors,  administrators  or  assigns,  in  the  event 
of  the  discontinuance  of  the  agreement  subsequent  to  one  year 
from  the  date  hereof  by  the  said  party  of  the  first  part  under  the 
provisions  of  Section  24  or  by  the  party  of  the  second  part  an 
annual  commission  in  accordance  with  the  terms  of  this  agree- 
ment with  a  collection  fee  of  24  per  cent. 

"  The  said  party  of  the  first  part  agrees  to  pay  to  the  J>arty  of 
the  second  part,  his  executors,  administrators  or  assigns,  in  the 
event  of  the  discontinuance  of  this  agreement  subsequent  to  one 
year  from  the  date  hereof  by  the  party  of  the  second  part  under 
the  provisions  of  Section  24  hereof,  a  renewal  commission  of  5 
per  cent,  on  the  premiums  on  policies  issued  hereunder  as  they 
are  received  by  the  party  of  the  first  part  subsequent  to  the  date  of 
such  discontinuance  for  a  period  not  exceeding  ten  years  from  the 
date  of  each  policy." 

Q.  "What  is  your  plan  of  agency  management  ?  A.  We  conduct 
our  business  under  what  is  known  as  the  general  agency  or  general 
manager  system. 

BY  ME.  COX: 

Q.  Does  that  provide  practically  that  you  continue  your  renewal 
commissions  when  an  agent  leaves  your  company?  A.  No,  it  is 
specific — if  he  leaves  us  we  continue  them  less  a  collection  fee  for 
a  shorter  period,  that  is,  for  a  certain  period ;  if  we  cancel  the  con- 
tract, for  another  period,  and  in  the  event  of  his  death,  for  another. 

BY  ME.  HUGHES: 

Q.  Well,  you  do  continue  certain  payments  after  he  has  died 
or  ceased  his  connection  with  the  company?    A.  Yes. 

Q.  For  certain  periods,  as  stated  in  the  paragraphs  I  have  read 
less  a  certain  collection  cost?  A.  Yes.  That  has  to  be  done  be- 
cause he  hires  his  men  under  all  sorts  of  plans  under  this  con- 
tract. 


3576  Legislative  Insurance  Investigation. 

Q.  Tou  were  speaking  of  the  fact  that  you"  have  a  general 
managers  system.  Now  this  is  a  general  managers  contract?  A. 
Yes. 

Q  How  many  general  managers  have  you?  A.  I  think  we  have 
perhaps  forty. 

Q.  Who  are  over  the  general  managers,  are  there  inspectors? 
A.  Xhey  are  responsible  directly  to  the  company. 

Q.  Appointed  directly  by  the  company  and  under  the  super- 
vision of  the  company?    A.  Yes. 

Q.  Do  the  general  managers  appoint  the  solicitors  ?     A.   Yes. 

Q.  Have  you  any  direct  relations  with  the  solicitors?  A.  None 
at  all. 

Q.  So  that  the  solicitors  are  paid  out  of  the  amount  received 
by  the  general  manager?     A.    Yes. 

Q.  Do  you  make  advances  to  your  general  managers?  A.  Very 
small  amounts. 

Q.  What  do  you  mean  by  small  amounts?  A.  The  total  of  aU 
advances  to  our  agents  at  the  end  of  1904.  was  fifty-one  thousand 
dollars. 

Q.  Was  that  unusual,  or  does  that  indicate  a  practice  of  some 
years?  A.  No.  I  have  the  agents'  advances  here,  if  you  would 
like  to  hear  them  for  several  years. 

Q.  You  can  state  what  they  have  amounted  to  in  the  average. 
A.  They  have  run  as  high  as  one  hundred  and  forty  thousand  dol- 
lars in  1894,  and  as  low  as  twenty-nine  thousand  dollars  in  1901, 
and  as  I  said  they  were  fifty-one  thousand  dollars  last  December. 

Q.  Have  you  charged  out  to  profit  and  loss  agents'  balances? 
A.  Very  few. 

Q.  So  that  this  practically  means  the  amount  of  money  that  you 
have  advanced?    A.  Yes. 

Q.  Do  you  transfer  to  any  bank  or  trust  company  or  other  per^ 
son  or  institution  any  agents'  balances?    A.  Not  at  all. 

Q.  Then  you  expose  in  your  statement  to  the  department  all 
the  advances  you  have  made?    A.  Yes. 

Q.  And  they  are  not  carried  as  a  part  of  your  assets?  A.  No, 
they  are  deducted  from  the  assets. 

Q.  Is  this  amount  of  fifty-one  thousand  dollars  divided  among  a 
number  of  general  managers?    A.  Oh,  yes,  sir. 

Q.  How  many  of  your  general  managers  have  received  part  of 
that  sum?    A.  I  think  there  might  be  twenty  or  twenty-five. 

Q.  What  is  the  largest  amount  which  has  been  advanced  to  any 
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one  general  manager?  A.  I  think  our  largest  debt  is  not  up  to 
ten  thousand  dollars. 

Q.  How  do  you  find  it  possible  to  do  business  without  large 
advances  to  yotir  general  managers?  A.  I  find  it  rather  difiicult, 
but  I  think  it  can  be  done. 

Q.  You  mean  it  can  be  done  by  simply  saying  you  will  not  put 
up  the  money?    A.  Yes. 

Q.  ISTow,  do  you  have  any  expense  fund  apart  from  advances 
against  renewals  that  you  allow  the  general  managers  ?  A.  Very, 
very  few.  I  have  occasionally  an  arrangement  with  a  new  agent, 
where  he  receives  a  certain  amount  per  month,  the  distribution  of 
that  amount  to  be  arranged  at  the  end  of  the  year  in  accordance 
with  the  amount  of  business  which  he  may  do ;  that  is,  if  he  does 
no  business,  or  does  a  very  small  business,  the  total  of  those 
allowances  are  charged  against  him  as  an  advance;  if  he  does  a 
proper  amount  of  biisiness  the  company  assumes  those  monthly 
amounts  as  a  disbursement. 

Q.  What  amoLint  did  you  assume  in  the  year  1904,  which  had 
been  advanced  to  general  managers  to  enable  them  to  take  care  of 
the  expenses  of  their  offices  ?  A.  Well,  that  I  could  not  say.  It 
IS  not 

Q.  Well,  approximately?     A.  Eight  or  ten  thousand  dollars, 


Q.  Eight  or  ten  thousand  dollars  ?  A.  Well,  say  ten  or  twelve 
thousand  dollars. 

Q.  With  that  exception  do  the  general  managers  carry  the  offi- 
cers and  pay  their  clerks,  and  rent,  and  so  forth  ?  A.  We  hire  the 
offices. 

Q.  What  other  expenses  do  you  bear  beside  the  rent  of  the 
officesj  A.  In  agencies  where  we  have  considerable  old  business 
to  collect,  a  clerk  will  be  provided,  or  cashier,  or  something  of  that 
sort  in  that  office. 

Q.  Do  you  provide  th^  stjitionery?  A.  We  provide  the  sta- 
tionery. 

Q.  What  expense  does  the  general  manager  himself  assume? 
A.  The  general  manager  assumes  the  expenses  in  connection  with 
his  new  business. 

Q.  The  commission  expenses?     A.  All  expenses. 

Q.  Carrying  the  office  and  all  that  sort  of  thing  is  on  the  com- 
pany or  the  agent?    A.  With  the  agent  in  case  of  new  business. 

Q.  The  bookkeepers  and  so  forth  ?    A.  Yes. 
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Q.  Do  you  give  your  agents  bonuses  or  prizes  in  addition  to 
these  commissions  mentioned  in  the  form  of  contracts  ?  A.  Very 
rarely. 

Q.  What  amount  in  1904  did  you  pay  out  for  bonuses  or  special 
commission  for  prizes  ?  A.  I  do  not  keep  a  separate  account  on 
that.    I  do  not  think  it  was  fifteen  hundred  dollars. 

Q.  Do  you  have  agents'  conventions?  A.  Very  rarely  —  no, 
we  never  have  agents'  conventions,  that  is,  here. 

Q.  Or  agents'  clubs  ?  A.  ISTo.  We  have  meetings  of  our  local 
agencies. 

Q.  What  number  of  agents  have  you  in  the  field?  You  have 
said  you  had  forty  general  managers?  How  many  do  you  have 
that  are  writing  insurance  for  the  Home  Life?  A.  I  really  could 
not  say,  Mr.  Hughes. 

Q.  Do  these  men  give  their  time  exclusively  to  your  company  ? 
A.  The  managers,  yes. 

Q.   The  managers  do  ?    A.  The  managers  do. 

Q.  How  is  it  with  the  men  employed  by  the  managers?  A. 
They  do  in  very  many  instances,  not  always. 

Q.  Are  these  forms  of  contract  exclusive,  or  do  you  modify 
them  or  change  them  to  suit  individual  cases?  A.  They  are  ex- 
clusive except  by  special  arrangement. 

Q.  How  often  do  you  have  a  special  arrangement?  A.  Do 
you  mean  the  exclusive  territory  ? 

Q.  ISTo,  I  mean  with  regard  to  whether  this  is  the  only  form, 
or  style  of  contract  that  you  have?  A.  Yes,  that  is  the  only 
style  of  contract. 

Q.  Do  you  pay  any  general  manager  larger  commissions  than 
stated  in  this  Exhibit  ISTo.  663  for  identification?  A.  I  think 
there  are  one  or  two  of  our  old  contracts  where  the  commission 
is  a  little  different,  but  that  is  our  general  contract,  or  the  style; 
they  would  not  vary  but  very  slightly  from  that. 

Q.  But  very  slightly  ?     A.  Yes. 

BY  MK.  OOX : 

Q.  Does  that  mean  that  you  have  reduced  commissions  within 
recent  times  ?     A.  Yes. 

Q.  When  was  that  done?  A.  That  has  been  gradual,  gradual, 
extending  over  ten  years. 

BY  MR.  HUGHES : 

Q.  These  old  contracts  that  are  still  in  existence,  which  yon 
refer  to,  have  they  been  renewed,  or  what  reason  is  there  for  main- 
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taining  the  higher  rate?  A.  Well,  the  rate  may  apparently  be 
higher  and  yet  the  result  warranted  in  the  particular  instance. 

Q.  Do  you  mean  more  business  written  ?  A.  In  the  quality  of 
the  business  and  general  conduct  of  the  business. 

Q.  Do  you  make  a  special  effort  to  get  a  large  volume  of  busi- 
ness ?  A.  Well,  I  try  to  secure  as  much  as  I  think  the  company 
can  afford  to  write. 

Q.  That  is  a  very  interesting  statement.  What  is  meant  by  the 
company  trying  to  write  as  much  as  the  company  can  afford  to 
write  ?  A.  My  theory  is  perhaps  not  scientific,  and  I  trust  the 
actuaries  will  bear  with  me  a  little.  But  I  have  an  idea  that  we 
are  entitled  to  divide  our  business  perhaps  into  two  classes:  that 
on  which  there  is  a  surrender  value  of  some  sort  and  that  upon 
which  there  is  not.  And  instead  of  calling  new  business  simply 
the  business  of  this  one  year,  I  should  take  the  first  two  years  and 
call  them  new  business.  I  think  under  that  system  we  are  entitled 
in  getting  new  business  to  take  credit  against  the  cost  of  that  new 
business  for  the  first  year's  loading  anyway.  That,  of  course,'  is 
without  discussion.  If  by  the  selection  of  that  business  we  are 
expected  to  get  a  certain  mortality,  and  we  secure — we  have  less 
mortality — I  think  that  that  mortality  saving  could  properly  be 
used  for  new  business.  I  think  that  the  amount  of  reserve  released 
on  our  policies  which  lapsed  and  which  are  less  than  two  years 
old  can  properly  be  used  in  getting  the  new  business,  because  we 
have  got  to  replace  that  business  by  something  else. 

I  think  that  the  excess  of  reserve  over  surrender  value  on  older 
business  that  goes  off  the  books  is  something  we  are  entitled  to  use 
in  getting  new  business.  Those  elements,  perhaps,  make  up  the 
total  of  the  fund  which  we  can  safely  use  for  securing  new  business, 
and  that  is  an  analysis  which  you  cannot  make  until  after  a  consid- 
erable period  has  gone  by,  so  you  may  be  in  error  in  the  amount  you 
are  expending,  but  then  a  prudent  manager  will  change  his  course. 
You 'cannot  lay  down  a  rule  in  advance;  it  is  a  sort  of  intuitive 
matter  until  the  time  has  gone  by. 

Q.  You  refer  to  the  first  two  years,  because  for  policies  which 
lapsed  during  those  two  years  you  give  no  surrender  value?  A. 
Yes. 

Q.  So  you  have  the  entire  loading  for  expense  ?  A.  And  the 
entire  reserve. 

Q.  And  the  entire  reserve  ?     A.  Yes. 

Q.  And  in  addition  to  that  you  have  the  gain  from  expected 
mortality  during  that  period  ?      A.    Yes. 
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: , 

BY  THE  OHAIEMAE": 

Q.  Is  that,  that  except  for  mortality  payments,  your  two  years' 
computation  includes  the  whole  premium?     A.  I  beg  pardon? 

Q.  Except  mortality  payments  your  two  years'  reserve  includes 
the  whole  premium  at  least,  does  it  not  ?     A.  Yes. 

BY  ME.  COX: 

Q.  That  is,  do  you  figure  that  you  are  entitled  to  use  the  whole 
of  premiums  for  two  years  less  what  the  actual  mortality  cost  is 
for  those  two  years  ?  A.  ISTo,  it  would  not  be  done  in  that  way. 
The  premium  is  divided  at  once  into  the  reserve  and  into  the  part 
which  goes  for  mortality,  l^ow,  there  is  a  mortality  saving  and 
the  reserve  we  have  nothing  to  do  with  unless  the  policy  lapses. 

BY  ME.  HUGHES : 

Q.  In  other  words,  you  have  to  start  with  the  fact  that  these 
people  who  have  insured  during  the  two  years  in  question  have 
given  you  a  certain  contribution  toward  your  expenses  in  the 
loading?    A.  Yes. 

Q.  And  that  you  used  ?    A.  Yes. 

Q.  You  have  expected  upon  those  policies 'a  certain  rate  of 
mortality,  and  you  have  saved  something  upon  it  ?     A.  Yes. 

Q.  And  that  you  use  ?    A.  Yes. 

Q.  But  when  you  put  up  the  reserves  against  those  policies, 
-  you  take  that  amount  out  of  your  general  surplus,  do  you  not  ? 
A.  Yes. 

Q.  And  if  you  use  the  amount  that  is  released  by  lapses  during 
the  two  years,  you  take  so  much  in  ejBfect  for  new  business  out 
of  your  general  assets  ?    A.  Yes. 

Q.  Out  of  your  surplus?     A.  Yes. 

Q.  That  amount  which  is  expended  for  new  business  is  not  an 
amount  which  comes  out.  of  the  premiums  received  in  the  two 
years?    A.  No. 

Q.  But  in  other  respects  you  are  limiting  yourself  to  what  you 
got  in  on  the  two  years'  business  or  gained  on  that  business  ?  A. 
That  is,  that  one  item  you  spoke  of  that  was  originally  borrowed, 
but  after  that  it  is  a  rolling  fund. 

Q.  It  comes  back  ?    A.  Yes,  it  is  a  rolling  fund. 

Q.  But  it  is  analogous  to  the  borrowing  you  spoke  of  from  the 
accumulations  accounted  for  on  the  deferred  dividend  basis  ?  A. 
Yes, 
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Q.  Only  it  is  a  greatly  reduced  scale,  but  it  is  on  the  same  prin- 
ciple?   A.  Yes. 

Q.  But  apart  from  that  amount  equivalent  to  released  reserve 
which  you  borrow  from  your  surplus  you  are  using  for  your  new 
business  really  what  you  have  made  out  of  the  current  business  for 
those  two  years  ?    A.  Yes. 

BY  MR.  COX: 

Q.  Does  it  not  make  a  difference  whether  you  are  referring  to 
ten  year  policies  or  twenty  year  policies  when  you  refer  to  the 
two  years  ?  A.  No,  because  they  have  no  surrender  value  until 
after  three  years,  on  all  policies. 

BY  MR.  HUGHES : 

Q.  The  whole  point  as  I  understand  it  is  that  you  take  those 
policies  that  you  do  not  have  to  pay  anything  on  in  case  they 
lapse?    A.  Yes. 

Q.  And  those  are  policies  running  for  not  more  than  two  years  ? 
A.  Yes. 

Q.  And  segregating  that  class,  you  say  we  will  take  what  they 
have  given  us  in  expenses,  and  we  will  take  what  we  have  gained 
on  mortality,  and  Ave  will  take  the  reserve  released  from  lapses  on 
those  policies  and  that  we  can  expend  for^new  business  without 
cutting  into  our  old  policies  too  seriously?     A.  Yes. 

THE  CHAIRMAIST:  Before  you  leave  this  question  you 
might  ask  him  to  what  extent  in  computing  the  cost  of  new  busi- 
ness does  he  compute  the  renewals  which  he  pays  his  agents. 

•  THE  WITNESS :  The  renewals  which  we  pay  the  agents  I 
think  are  properly  chargeable  against  the  subsequent  loadings 
upon  the  premiums  which  renew. 

Q.  They  do  not  enter  into  your  cost  calculations?  A.  They 
do  not  enter  into  this  basis  of  computation. 

BY  MR.  OOX: 

Q.  How  is  it  you  can  maintain  an  even  renewal  commission? 
Other  companies  I  think  have  shown  us  that  in  the  second  and 
fourth  years,  perhaps,  they  had  to  pay  larger  renewals  or  did 
pay  larger  renewal  commissions  and  stated  it  to  be  necessary  :,a 
order  to  hold  their  business.  A.  Well,  that  case  I  think  is  with 
one  company  that  changed  its  plan  recently  and  adopted  that  in 
rrder  to  lower  its  first  commission. 
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Q.  Lower  what?  A.  Its  first  commission.  They  carried  the 
first  commission  to  a  lower  figure  and  postponed  the  payment 
until  the  third  premium,  second  or  third  premium. 

Q.  But  they  did  not  lower  below  the  rate  paid  by  your  com- 
pany, however.  A.  That  I  cannot  say.  They  lowered  their  rate 
from  what  they  had  previously  paid. 

BY  ME.  HUGHES: 

Q.  A  new  company  could  not  adopt  this  plan,  could  it ;  it  would 
not  have  the  reserves?  A.  It  would  certainly  have  to  have  a 
large  fund  to  use  temporarily. 

Q.  Of  course  it  could  adopt  the  plan,  so  far  as  the  loadings 
upon  the  premiums  were  concerned?     A.  Yes. 

Q.  And  gains  on  mortality,  and  in  using  those  for  new  busi- 
ness, but  it  would  have  to  have  something  which  would  cor- 
respond to  your  accumulations  to  draw  upon  for  the  additional 
amount  which  you  get  from  releases  from  lapses?     A.  Yes. 

Q.  I  note  in  the  Blue  Book  it  is  stated  last  year  the  percentage 
of  your  expenses  to  loading  is  120  per  cent.  With  care  in  the 
management,  how  is  it  your  expenses  exceed  your  loadings?  A. 
I  think  it  is  inevitable  in  a  company  which  is  not  of  a  very  great 
size  and  which  is  perhaps  increasing  ra'^)idly;  and  another  thing, 
I  do  not  think  that  that  table  is  worthy  of  very  great  credence, 
because  I  think  the  loading  in  many  instances  is  absolutely 
approximated. 

Q.  Well,  do  you  know  how  nearly  you  have  kept  within  your 
loadings?     A.  I  think  our  figures  are  very  nearly  correct  there. 

Q.  So  that  that  table  is  accurate?  A.  As  far  as  we  are  con- 
cerned, yes.  • 

Q.  Now,  I  have  certain  figures  here  which  you  have  given  me 
as  to  the  loadings  and  expenses,  which  I  will  offer  in  evidence. 

(Paper  marked  Exhibit  No.  664  and  read  by  Mr.  Hughes.) 

Q.  Now  we  have  not  in  that  a  computation  based  upon  taking 
the  business  of  two  years  in  the  manner  you  have  suggested. 
Have  you  such  a  compilation?  A.  I  have  a  paper  here  that 
refers  to  1904.  The  loading  of  our  first  year's  premiums, 
J?104,000;  the  release  of  reserve  on  policies  which  had  no  value, 
$147,000;  gain  from  lapse  and  surrender  on  policies  more  than 
three  years  old,  being  the  reserve  less  the  amount  which  we 
actually-  paid  for  those   surrenders,   $32,500.     Mortality  profit 
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according  to  the  figures  -whicli  you  read  there,  $68,800';  and 
the  expected  profits  the  second  year  which  we  take  on  a  per- 
centage basis  of  the  mortality  the  first  year,  $45,000;  making  a 
total  of  $398,000,  our  total  new  premium  expense  being  $402,000. 
That  happened  to  come  —  it  is  rather  close  to  the  calculation, 
the  difference  being  against  us  of  thirty-eight  hundred  dollars. 

MR.  HUGHES:     I  offer  that  in  evidence. 

(Paper  marked  Exhibit  No.  55.) 

Q.  In  going  over  with  you  the  sources  of  moneys  that  could 
be  used  for  new  business,  I  omitted  to  refer  to  the  gains  from 
lapse  and  surrender  values  of  policies  more  than  three  years 
old?    A.  Yes. 

Q.  That  is  a  gain  which  you  think  you  can  use  properly  for 
new  business?    A.  Yes. 

Q.  Why?  A.  Because  the  old  life  which  goes  out  of  the 
company  should,  in  my  opinion,  be  replaced  by  a  new,  good 
life. 

BY  MR.  COX: 

Q.  I  thought  that  was  one  of  the  gains  which  was  going  to 
go  to  the  policyholders?  A.  Well,  I  think  there  is  a  great  mis- 
take. I  think  that  such  a  plan  as  that  would  lead  to  the  gradual 
wiping  out  of  the  company,  if  that  was  the  object  of  the  policy- 
holders. We  give  the  policyholder  that  goes  out  a  fair  sur- 
render value  and  the  margin  of  profit  between  that  and  the  re- 
serve we  use  as  part  of  the  expense  in  replacing  the  man  that 
goes  out.  That  margin  of  reserve,  though,  by  the  way,  is 
growing  so  small  that  it  is  not  going  to  worry  us,  and  it  need 
not  worry  the  public  in  the  future,  because  the  surrender  value 
is  becoming  so  much  more  liberal. 

BY  MR.  HUGHES: 

Q.  jSTow,  you  have  here  a  total  of  $398,21Y,  which  on  your 
basis  could  properly  be  expended  for  new  business  in  1904. 
Of  that  amount,  $180,000,  approximately,  is  an  amount  gained 
on  the  lapse  and  surrender  of  policies,  to  wit,  $147,702  on  poli- 
cies less  than  three  years  old.     A.  Yes. 

Q.  And  $32,528  on  policies  more  than  three  years  old?     A. 

Yes. 

Q.  The  remainder  of  about  $318,000  is  the  loading  received 
on  the  premiums  obtained  in  1904?     A.  The  new  premiums. 
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Q.  The  new  premiums.  The  profit  on  mortality  on  business 
of  1904,  and  the  profit  from  mortality  on  the  business  in  1903? 
A.  Yes. 

Q.  And  treating  your  renewal  commissions  as  attributable 
to  Tne  expenses  of  subsequent  years,  you  coyer  in  this  way  all 
the  expenses  incident  to  the  new  business?     A.  Yes. 

Q.  Salaries,  clerk  hire,  and  so  forth?    A.  Yes,  sir. 

Q.  Do  you  cover  a  share  of  home  office  expenses?     A.  Yes. 

Q.  How  do  you  apportion  your  general  administration 
expenses  and  between  new  and  old  business?  A.  In  making  that 
analysis  we  charge  a  very  small  percentage,  I  think  something 
—  well,  I  will  not  attempt  to  quote  the  figures,  but  it  is  a  very 
small  figure  for  care  of  investments  and  then  the  others  are 
proportionately  distributed.  Mr.  Marshall  the  actuary  can 
give  you  the  exact  method  if  you  desire  it. 

Q.  I  will  take  that  up  with  him.  Perhaps  you  can  tell  me 
just  what  amount  your  renewal  commissions  were  in  1904? 
A.  About  $2,400,000. 

Q.  Those  are  renewal  premiums  ?  A.  I  thought  you  said 
renewal  premiums? 

Q.  No,  commissions  paid  in  1904,  renewal  commissions. 
About  a  hundred  and  sixty-one  thousand  dollars?  A,  One 
moment,  I  think  I  have  that;  $161,400. 

Q.  I  note  in  your  statement  for  1904  special  reserves  to 
meet  fluctuation  in  value  of  securities  $228,111,  what  is  that? 
A.  That  exactly  represents  the  market  value  of  our  securities 
over  costs,  and  always  have  been  in  the  habit  during  the  past  four 
or  five  years  of  carrying  a  reserve  for  fluctuation  of  securities,  so 
that  reserve  this  year  was  made  exactly  equal  to  the  market  value 
over  cost. 

Q.  And  the  remainder  of  your  undistributed  funds  is  the  re- 
serve for  other  contingencies,  of  one  million  dollars  ?     A.  Yes. 

Q.  According  to  that  plan  of  expenditure  for  new  business  the 
old  policyholders  would  have  two  sources  of  gain,  first,  the  gain 
on  mortality  on  policies  more  than  two  years  old,  and  second, 
the  gain  from  excess  interest  earnings  ?  A.  And  a  third  gain 
from  any  investment  profits. 

Q.  Yes,  but  that  gain  you  have  carried  in  a  special  reserve  to 
meet  fluctuation.     A.  I  mean  in  case  of  sale  of  securities. 

Q.  If  you  sell  you  carried  that  right  into  your  gains  ?  A.  It  is 
carried  into  general  profits,  but  we  never  take  it  until  it  is  sold. 
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Q.  Now,  last  year,  apparently,  you  had  a  gain  from  mortality 
of  a  total  of  $151,400,  and  about  sixty-eight  thousand  dollars  of 
that  was  on  policies  less  than  one  year  old?  A.  I  should  think 
that  was  it,  yes,  sir. 

Q.  That  would  leave  about  eighty-three  thousand  dollars  to  go 
-to  the  old  policyholders.  Then  you  had  from  surplus  interest-  a 
gain  of  $83,168,  and  that  would  all  go  to  old  policyholders?  A. 
Yes. 

Q.  Is  that  method  adopted  by  any  other  company,  that  method 
of  computing  what  can  properly  be  used  for  expenses  of  new 
business  ?    A.  I  do  not  think  so,  I  never  have  seen  it. 

Q.  What  amount  of  business  should  your  company  write  each 
year  to  be  entirely  safe?  A.  There  are  two  factors  which  have 
to  be  considered ;  the  amount  of  business  which  you  write  and  the 
actual  net  gain  in  insurance  in  force. 

Q.  Your  actual  net  gain  in  insurance  in  force  in  1904  was 
about  $6,400,000,  was  it  not  ?    A.  Yes. 

Q.  And  you  wrote  twelve  million  dollars.  Now,  it  is  not 
necessary  for  the  protection  of  your  policyholders  that  you  should 
have  any  net  gain  in  insurance  in  force,  is  it  ?     A.  I  think  it  is. 

Q.  "Why  ?  A.  If  not,  I  think  the  company  would  simply  stand 
still ;  with  its  old  insurance  on  its  books  it  is  likely  to  get  a  heavy 
mortality  as  the  years  go  by. 

BY  THE  CHAIRMAN: 

Q.  Likely  to  get  what  ?    A.  Heavy  mortality. 

BY  ME.  COX: 

Q.  That  argument  is  supposed  to  apply  to  assessment  com- 
panies. Just  how  does  it  apply  to  a  legal  reserve  company,  when 
you  are  supposed  to  lay  by  enough  money  ?  A.  So  much  attention 
has  been  paid  by  the  committee  to  the  matter  of  dividends  I 
thought  that  was  an  important  element  in  their  thoughts. 

BY  THE  CHAIRMAN: 

Q.  You  think  that  increased  mortality  if  it  is  increased 

A.  I  think  that  increased  mortality  diminishes  dividends. 

BY  ME.  HUGHES: 

Q  You  know  the  historical  illustration  of  the  old  Equitable 
of  London,  that  stopped    writing    business    for    a    number    of 
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years,  and  increased  greatly  its  bonuses  or  dividends  to  its 
stockholders  Of  course  the  greatly  reduced  expenses  in  get- 
ting business,  I  suppose,  would  largely  account  for  that  ?  A. 
Yes. 

Q.  ISTow,  there  must  be  some  point  which  an  insurance  com- 
pany could  reach  where  it  would  be  entirely  safe  for  it  to  stop' 
doing  business  ?  A.  There  is,  perhaps,  some  point,  but  I  do 
not  feel  that  our  company  has  gotten  far  enough  for  me  to  worry 
very  much  about  that  question.  I  have  not  given  very  much 
thought  to  it. 

Q.  You  have  outstanding  about  seventy-four  millions  of  in- 
surance?    A.  Yes. 

Q.  Don't  you  think  that  if  you  kept  seventy-four  million  dol- 
lars of  insurance  in  force  by  putting  in  a  new  man  for  every  man 
that  went  out  on  a  careful  selection,  you  would  be  entirely  safe? 
A.  That  I  would  be  safe,  yes. 

Q.  I  should  correct  what  I  said  in  my  question  a  moment  ago 
about  that  old  Equitable ;  they  did  not  make  up  their  new  bonuses 
by  decreasing  their  expenses  and  getting  new  business  for  they  did 
not  pay  anything  to  spealv  of  for  that,  biit  their  rate  of  mortality 
did  not  increase  so  as  to  interfere  with  their  dividends,  did  it? 
A.  No,  I  believe  not. 

Q.  Why  should  it  here?  A.  I  cannot  say  positively  that  it 
would. 

Q.  Of  course,  if  you  have  a  company  with  five  million  dollars 
of  insurance  it  might  be  important  that  it  should  get  more,  have 
a  wider  range,  better  basis  for  its  calculation,  but  when  you  get 
up  to  seventy  or  eighty  millions,  you  are  pretty  free  from  danger, 
are  you  not  ?  A.  I  think  we  should  have  a  good  average  at  that 
amount. 

Q.  And  if  you  had  two  hundred  millions,  you  would  have  no 
doubt  about  it  ?     A.  I  think  the  average  would  be  good. 

BY  THE  OHAIRMAI^: 

Q.  Upon  the  basis  of  how  many  lives  is  the  mortality  table 
you  use  computed  ?  A.  Oh,  I  would  like  you  to  ask  the  actuary 
when  he  goes  on  the  stand. 

Q.  Isn't    it  one  hundred  thousand  lives  ?     A.  ■  Yes,  I  think  so. 

Q.  Whether  it  be  more  or  less,  when  the  company  has  obtained 
that  many  policy  holders  it  plainly  is  within  the  law  of  mortality  ? 
A.  Oh,  yes. 
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Q.  Why  isn't  that  the  element  of  safety  or  the  boundary  or 
the  limit  or  minimum  of  safety?  A.  I  don't  see  why  it  should 
be  the  minimum. 

Q.  You  have  got  to  have  enough  lives  insured  in  your  com- 
pany to  come  vyithin  the  law  of  mortality,  within  the  basis  upon 
which  your  law  of  mortality  is  computed  ?     A.  Yes. 

Q.  When  you  have  reached  that  minimum  you  are  safe?  A. 
We  are  safe  at  that  minimum.  Whether  you  are  safer  vyith  twice 
as  many  is  another  question. 

THE  CHAIRMAN :   That  is  quite  another  question. 

BY  MR  HUGHES: 

Q.  I  note  by  the  provisions  of  your  charter  that  any  person 
insured  for  life  paying  the  company  a  premium  of  at  least  eighty 
dollars  per  annum  shall  be  entitled  to  one  vote  but  such  vote  shall 
be  given  personally  and  by  proxy  ?     A.  And  not  by  proxy. 

Q.  Do  your  policy  holders  exercise  that  privilege  ?     A.  'Eo. 

Q.  Have  you  ever  had  any  policy  holders  vote?  A.  I  think 
one  did  vote,  once,  some  many  years  ago. 

Q.  Well,  do  you  give  policy  holders  notice  of  the  election  ?  A. 
It  is  advertised. 

Q.  In  the  papers?     A.  Yes.. 

Q.  Do  you  send  them  any  notices  by  mail  ?     A.  No,  sir. 

Q.  Do  you  enclose  with  the  policy  any  notice  of  the  privilege  ? 
A.  No. 

Q.  Well,  it  may  not  be  generally  known  that  they  have  the 
privilege?     A.  Possibly. 

MR.  HUG-HES:  Are  there  any  other  questions? 

BY  THE  OHAIRMAJSr: 

Q.  I  want  to  ask  him  what  rate  of  interest  you  are  making  loans 
to  policyholders  upon?    A.  Six  p^er  cent. 

BY  MR.  COX. 

Q.  Do  you  think,  Mr.  Ide,  with  a  largely  increasing  volume 
of  assets  you  would  have  greater  difficulty  in  making  investments, 
tEat  is  as  favorable  investments  as  you  are  now  able  to  make? 
A.  Not  for  a  consideraible  time,  not  until  they  are  very  much 
larger  than  they  are  now. 

Q.  You  do  think  such  a  time  comes  in  the  accumulation  of 
assets?  A.  I  think  you  have  more  difficulty  in  keeping,  of  course, 
your  assets  invested  when  you  have  great  quantities  of  funds. 
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BY  ME.  HUGHES:  ,     • 

Q.  Has  it  ever  occurred  to  you  that  it  wouH  be  an  advantage 
to  register  y&ur  policies?     A.  'No,  I  have  not  tliotiglit  of  it. 

Q.  Do  yon  think  tliere  is  any  advantage  in  that?  A.  I  never 
have  given  the  matter  thought  enough  to  give  an  opinion  of  it 

Q.  What  is  your  plan  with  regard  to  the  auditing  ol  bills?  A. 
Well,  all  bills  are  passed  through  our  cashier's  department,  and 
are  paid  by  cheeks,  which  have  to  be  signed  by  two-  officers,  so 
that  they  go  with  the  bill  attached  before  the  check  is  signed. 
Then  once  in  about  three  years  our  auditing  committee  call  in 
outside  accountants  to  go  over  the  whole  work. 

Q.  Outside  accountants?  A.  Yes,  who  come  in  and  go  over 
our  books  carefully  and  look  at  the  vouchers  and  report  to  the 
Board  indirectly  through  the  auditing  committee,  the  result  of 
their  work. 

Q.  How  often  does  that  take  place?  A.  Once  in  about  three 
years. 

Q.  When  was  the  last  one?  A.  I  think  the  last  was  about 
one  or  two  years  ago^ — 1903. 

Q.  Who  was  the  accountant?  A.  Mr.  Zelf  was  the  last,  ac- 
countant. 

Q.  And  is  that  report  submitted  to  the  Board  of  Directors? 
A.  Yes. 

Q.  How  often  does  your  Board  of  Directors  meet?  A.  They 
meet  once  a  quarter. 

Q.  Isn't  it  necessary  for  them  to  meet  once  a  month  or  every 
week?  A.  It  has  not  been  thought  so  because  of  our  committee 
work  —  the  Finance  Committee  meeting  once  a  week  and  the 
Executive  Committee  once  a  month. 

Q.  What  fees  do  the  directors  get?     A.  Ten  dollars. 

Q.  And  to  the  officers  get  these  fees?  A.  No,  no  salaried  officer 
receives  a  fee. 

Q.  Do  you  have  special  meetings?     A-  Yes. 

Q.  How  often?  A.  There  are  very  rarely  special  meetings  of 
the  Board,  occasionally  special  meetings  of  the  Executive  Com- 
mittee. 

Q.  Do  you  have  fees  for  the  members  of  the  Executive  Com- 
mittee?    A.  Yes,  all  committees  and  the  Board. 

Q.  But  salaried  officers  do  not  share  in  the  fees?     A.  No. 

Q.  How  often  does  the  Executive  Committee  meet?  A.  Once 
a,  month. 
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Q.  Have  special  meetings  more  frequent?  A.  Tliey  have  one 
meeting  before  each  quarterly  meeting  of  the  board;  that  is  about 
all  they  hold. 

Q.  Suppose  you  should  want  to  get  twenty  thousand  dollars 
in  cash  from  the  cashier  on  simply  your  voucher — can  you  do 
it?    A.  I  don't  think  I  could.  ' 

Q.  Never  tried  to?    A.  Never  tried  it. 

BY  THE  CHAIEMAN": 

Q.  Are  the  reports  of  those  accounts  made  to  your  board  in 
writing?    A.  They  are  made  to  the  auditing  committee. 

Q.  In  writing?  A.  I  presume  so,  and  then  the  Auditing  Com- 
mittee in  turn  make  their  report  to  the  Board. 

Q.  I  wish  we  might  see  the  report  of  Mr.  Zelf  in  1903.  A. 
I  think  that  can  be — ^you  can  have  that,  Mr  Armstrong. 

THE  CHAIKMAJN':  Have  you  read  the  salary  list  or  have 
you  it  on  file,  of  this  company? 

MR.  HUG-HES:    I  think  that  has  been  put  upon  the  record. 

Q.  I  will  ask  Mr.  Ide  whether  the  officers  of  your  company 
have  any  relatives  among  the  agents  or  managers?    A.  No. 

WILLIAM  A.  MARSHALL,  called  as  a  witness  being  duly 
sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Mr.  Marshall,  are  you  the  actuary  of  the  Home  Life  In- 
surance Company?    A.  Yes. 

Q.  How  long  have  you  been  actuary?    A.  Twenty-seven  years. 

Q.  Do  you  make  the  calculations  for- the  annual  distribution 
of  dividends?    A.  Yes,  sir. 

Q.  Will  you  taike  the  case  of  an  annual  dividend  policy,  and 
tell  me  in  what  manner  you  make  a  calculation?  A.  The  effective 
rate  of  interest  used  being  four  and  a  half  per  cent,  charged 
against  the  loading  being  14  per  cent,  of  the  gross  premiums. 

Q.  What  do  you  mean  by  the  effective  rate  of  interest?  A. 
The  rate  of  interest  which  we  assume  to  be  realized  on  the  invest- 
ments of  the  company  giving  an  excess  of  interest  over  that  re- 
quired to  maintain  the  reserve  of  one-half  per  cent. 

Q.  You  calculate  your  reserve  on  a  four  per  cent,  basis?  A. 
One  a  four  per  cent,  basis. 
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Q.  Is  that  still  true?    A.  No,  sir 

Q.  How  long  has  it  been  at  a  lower  rate?    A.  Since  1900. 

Q.  And  it  is  now  at  what  rate?  A.  Three  and  a  half  per  cent., 
sir. 

Q  Then  do  you  take  your  rate  of  interest  and  per  cent,  any 
excess  at  the  present  time?  A.  That  would  be  called  per  cent, 
in  excess. 

Q.  Do  you  endeavor  to  ascertain  exactly  the  amount  of  the 
interest  earned?    A.  Very  closely. 

Q.  When  do  you  make  your  calculations  for  the  year?  A. 
On  the  1st  of  May. 

Q.  "With  reference  to  what  year?  A.  The  fiscal  year  1904  last 
dividend. 

Q.  What  is  your  fiscal  year?    A.  First  day  of  May. 

Q.  May  to  May?     A.  May  to  May. 

Q.  Then  you  make  your  calculation  of  results  of  your  fiscal 
year  in  May?    A.  Yes. 

Q.  You  make  your  calculations  then  after  the  expiration  of 
the  year?    A.  Yes,  sir. 

Q.  Then  why  do  you  not  take  the  actual  earnings  of  the  year? 
A.  Of  the  calendar  year? 

Q.  No,  of  the  fiscal  year?    A.  Of  the  fiscal  year? 

Q.  Yes.  A.  Well,  we  do  as  closely  as  we  can.  If  there  was 
a  modification  of  one-tenth  per  cent,  we  would  not  take  account 
of  that,  simply  because  there  is  so  much  work  in  making  the 
valuation  tables  and  it  would  go  back  into  the  surplus  and  be 
distributed. 

Q.  You  have  then  taken  four  and  a  half  per  cent.,  because 
that  was  very  close  to  the  actual  gain  ?    A.  Yes,  sir. 

Q.  You  have  determined  the  actual  gain?    A.  Yes,  sir. 

Q.  From  interest?    A.  Yes,  sir. 

Q.  You  have  found  for  convenience  that  you  could  take  four 
and  a  half  per  cent.  ?    A.  Yes. 

Q.  Take  for  example  the  year -1904  or  May,  1904,  to  May, 
1905,  what  was  the  actual  interest  gain  or  what  was  the  actual 
interest  earned  I  mean  ?    A.  In  that  fiscal  year  or  calender  year  ? 

Q.  Fiscal  year.  A.  A  little  over  four  and  six-tenths.  In  the 
calendar  year  I  think  it  was  4  Y-10  per  cent. 

Q.  It  being  four  and  six-tenths  per  cent.,  you  take  four  and 
a  half  per  cent,  for  the  convenience  of  the  calculation  —  was 
that  it?    A.  Yes. 
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Q.  How  many  years  have  you  employed  four  and  a  half  per 
cent,  for  the  interest — effective  rate  of  interest?     A.   Since  189Y. 

Q.  Haye  you  found  in  each  fiscal  year  'that  the  interest  actu- 
ally earned  has  been  as  close  to  four  and  a  half  per  cent,  as  it  was 
in  the  fiscal  year  May,  1904,  to  May,  1905  ?  A.  It  has  varied 
slightly  in  each  year. 

Q.  How  much  has  been  the  variation?  A.  I  am  not  able  to 
state  because  the  fraction  extends  beyond  two  places  of  decimals. 

Q.  For  example,  has  it  gone  up  as  high  as  four  and  eight- 
tenths  per  cent.  ?    A.  ISTo,  sir,  I  think  not. 

Q.  Or  four  and  seven-tenths  per  cent.  ?  A.  I  think  not  in  the 
fiscal  year. 

Q.  Has  it  gone  as  low  as  four  and  three-tenths  per  cent.  ? 
A.  I  think  not. 

THE  CHAIEMAIvr:  My  understanding  is  that  the  variation 
would  extend  beyond  two  places  of  decimals?    A.  Yes,  sir. 

ME.  HUGHES :  I  wanted  to  make  sure  that  I  understood  that. 

Q.  So  that  as  a  practical  matter  you  have  found  four  and  a 
half  per  cent,  as  the  nearest  convenient  figure?  A.  Since  in 
1897. 

Q.  But  in  each  year  you  have  knoAvn  the  actual  figures  so 
that  you  were  not  guessing  at  whether  or  not  four  and  a  half 
per  cent,  was  the  right  figure  ?    A.  No,  sir. 

Q.  E'ow,  in  addition  to  that  you  said  you  took  fourteen  per 
cent,  of  the  gross  or  tabular  rate  of  premium  against  loading? 
A.  Yes. 

Q.  What  do  you  mean  by  that?  A.  Fourteen  per  cent,  of  the 
gross  rate  charged  for  the  premiums  is  the  charge  assumed  for 
expenses. 

Q.  Say  that  again,  please. 

THE  OHAIKMAJST:   S^y  that  louder. 

A.  Fourteen  per  cent,  of  the  gross  permium  is  the  charge  used 
for  expenses. 

Q.  Your  loading  then  is  fourteen  per  cent,  of  your  gross  pre- 
miums ?    A.  No,  sir,  the  loading 

Q.  What  percentage  of  the  net  premiums  is  loading  ?  A.  The 
loading  is  nineteen  per  cent,  of  the  ordinary  rate  assuming  it 
to  be  ten  years'  endowment,  and  nineteen  per  cent,  of  the  life 
rate — ^that  is  to  make  it  variable  at  various  ages,  now  the  charge 
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against  that  of  fourteen  per  cent,  of  the  gross  rate  is  for  ex- 
penses. 

Q.  What  do  you  mean  by  that — ^you  spend  more  money  than 
that  as  a  matter  of  fact?  A.  "Well,  on  the  first  year,  yes,  sir,  but 
■we  do  not  on  the  second  and  subsequent  years.  The  second  year 
thre  would  be  a  commission  of  seven  and  a  half  per  cent,  first  to 
pay  to  the  agents,  and  then  we  assume  that  six  pel*  cent,  addi- 
tional— 6^  per  cent,  is  sufiicient  for  the  management  expenses; 
that  is  borne  out  by  the  fact  that  on  the  distribution  of  surplus  all 
the  surplus  is  distributed  within  the  average  of  about  ten  thousand 
dollars  per  annum  for  the  last  ten  years,  so  we  can  safely  assume 
that  the  calculation  is  yerj^  close  to  being  correct,  where  all  the 
surplus  has  been  distributed.  , 

Q.  Do  you  take  into  consideration  your  gains  on  mortality? 
A.  !N"ot  for  dividend  purposes,  no,  sir. 

Q.  Where  do  the  gains  on  mortality  go?  A.  They  must  go 
into  the  general  surplus  if  there  is  any. 

Q.  If  that  is  true  and  you  have  gains  on  mortality  and  your 
surplus  is  constant,  you  must  have  taken  more  from  the  loadings 
than  you  really  could  take?     A.  Yes,  sir,  it  is  possible. 

Q.  It  would  necessarily  be  so  because  your  percentage  of  actual 
to  expected  mortality  last  year  was  only  a  little  over  80  per  cent. 
A.  Yes,  sir. 

Q.  So  that  you  had  a  very  substantial  gain  there?  A.  It  went 
into  the  general  surplus. 

Q.  It  went  into  the  general  surplus,  but  your  general  surplus 
did  not  increase?     A.  !N"6,  sir. 

Q.  So  to  that  extent  you  drew  more  heavily  on  this  calculation 
from  the  loading  than  you  should  have  done — in  other  words 
your  taking  of  fourteen  per  cent,  as  a  charge  against  loading  is  a 
convenient  method  of  calculating  what  should  be  paid  as  a  dividend 
apart  from  the  gain  in  interest?     A.  Yes,  sir. 

Q.  And  you  checked  that  up  practically  by  seeing  whether 
your  surplus  is  about  the  same  as  it  was?     A.  Yes,  sir. 

Q.  Now,  if  you  find  for  example  that  taking  14  per  cent, 
this  way  you  had  a  surplus  of  $200,000  less  than  you  had  the  year 
before,  you  would  make  a  correction?     A.  Yes,  sir. 

Q.  But  when  you  find  at  the  end  of  the  year  1904,  your  sur- 
plus including  the  $228,000  of  fluctuation  reserve  is  a  little  more 
than  it  was  the  year  before  but  not  a  great  deal,  you  conclude 
that  your  method  of  calculation  is  near  enough  right  to  be  con- 
tinued?    A.  That  would  be  the  judgment,  yes. 
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Q.  So  that  you  do  not  figure  out  your  exact  matlematical  gains 
from  mortality  and  your  gains  from  lapses  and  tlien  say  we  have 
a  certain  amount  which  we  will  distribute  upon  the  contribution 
plan,  distribute  that  amount  among  the  annual  diyidend  policy- 
liolders,  but  you  say  "  we  will  take  such  and  such  an  amount  — 
four  and  half  per  cent,  as  the  rate  of  interest  we  have  earned,  and 
we  will  take  14  per  cent,  of  the  gross  or  tabular  premiums  as 
charge  against  the  loadings?  "     A.  Tes. 

Q.  "And  we  will  figure  up  how  much  there  is  for  distribution 
upon  that  basis,  and  then  we  will  see  whether  he  have  practically 
distributed  all  we  have  got,  and  our  surplus  has  not  increased; 
and  if  we  find  that  to  be  the  case  we  will  let  it  go  at  that "  —  is 
that  it?  A.  I  think  if  we  should  distribute  gains  from  mortality, 
we  would  certainly  have  to  increase  some  other  factor. 

Q.  Well,  what  I  have  described  as  the  process  is  correct,  is  it 
not?     A.  Tes,  sir,  T  think  so. 

Q.  You  have  a  check  on  the  accuracy  of  your  distribution  of 
the  gains  of  the  year  in  watching  your  surplus?     A.  Yes,  sir. 

Q.  And  as  you  intend  to  distribute  to  your  annual  dividend 
policyholders  or  credit  to  your  deferred  dividend  policyholders 
practically  all  that  you  have  made  during  the  year,  you  find  when 
you  get  to  the  end  of  your  calculation  whether  you  have  done 
that?     A.  Yes,  sir. 

Q.  And  it  is  not  an  exact  distribution  of  the  amounts  as  first 
ascertained  to  exist  as  items  of  gain?  A.  Under  the  contribution 
formula? 

Q.  Yes.    A.  No,  sir. 

Q.  Your  mathematical  calculations  are  much  simpler  ?  A.  Sim- 
pler, yes. 

Q,  If  you  distribute  all  you  have  made  in  a  year  it  comes  to 
the  same  result?     A.  Exactly. 

Q.  Now  take  the  deferred  dividend  policyholder  and  tell  me 
how  you  arrive  at  what  he  has  credited  to  him?  A.  Each  mem- 
ber whether  he  has  elected  to  take  the  dividend  upon  the  annual 
distribution  basis  or  upon  a  deferred  distribution  basis  is  cred- 
ited with  the  dividend.  That  dividend  is  accumulated  according 
to  American  experience  with  a  modified  table  of  mortality  that 
very  closely  meets  the  company's  experience,  and  3^  per  cent,  in- 
terest That  gives  the  insured  under  this  plan  the  benefit  of  sur- 
vivorship to  the  end  of  the  term  elected  in  his  application.  The 
present  value  of  those  accumulations  are  charged  against  the  com- 
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pany  as  a  liability  and  we  return  to  the  insurance  department  each 
year  a  schedule  giving  the  age  and  number  and  years  to  run  be- 
fore maturity,  and  they  value  it  there  as  a  pure  endowment. 
There  may  be  some  little  elements  in  that  valuation  that  would 
change  it  somewhat,  but  the  amount  we  have  not  discussed,  but 
that  factor  we  have  never  discussed  with  regard  to  the  law  of 
discontinuance,  which  is  the  only  factor  I  think  of  with  regard 
to  that  valuation.  That  is  the  process  or  method  adopted  by  our 
company  to  regulate  its  deferred  dividends. 

Q.  Before  we  go  on  with  that  I  fear  I  was  in  error  in  what 
I  suggested  to  you  a  moment  ago  as  to  your  having  a  check  upon 
the  accuracy  of  your  distribution  in  the  ascertainment  of  the  fact 
whether  you  had  distributed  all  your  gains.  You  don't  get  this 
amount  of  gains  until  the  end  of  the  calendar  year,  do  you  ?  A. 
No,  sir.  We  use  as  an  estimate  on  May  1  the  gains  of  the  cal- 
endar year  and  we  found  for  many  years  that  it  comes  very  close 
to  the  full  calendar  year — there  is  very  little  variation — the  fiscal 
year — excuse  me  the  fiscal  year. 

Q.  You  figure  the  gains  of  the  fiscal  year  as  equivalent  to  the 
gains  of  the  calendar  year?    A.  Yes. 

Q.  You  do  not  have  a  separate  ascertainment  of  the  gains  of  the 
fiscal  year?    A.  We  have  not  for  some  ten  or  twelve  years. 

Q.  So  that  in  May  at  the  close  of  your  fiscal  year  you  take  for 
the  purposes  of  your  caluculation  the  gains  of  the  calendar  year 
preceding  as  though  they  were  the  gains  of  the  fiscal  year  preced- 
ing?   A.  Yes,  sir. 

BY  THE  CHAIEMAN: 

Q.  In  computing  the  interest  at  3J  per  cent,  for  the  purposes 
of  accumulation,  is  that  computed  at  simple  rates  or  compounded? 
A.  Compound  interest. 

Q.  Then  when  you  compute  present  value,  at  what  rate  do  you 
compute  present  value?  A.  Three  and  one-half  per  cent,  on  all 
the  accumulations  since 

Q.  You  compound  at  3f  for  accumulations  and  compute  present 
value  at  3^  per  cent.  ?    A.  Yes,  sir. 

THE  CHAIKMAN:  I  don't  see  what  the  necessity  is  of  going 
up  the  scale  and  coming  down  the  same  scale,  because  the  present 
value  of  a  compound  premium  would  be  the  same  thing, 

ME.  HUGHES :    Let  us  see  before  we  adjourn. 
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Q.  Suppose  I  had  twenty  payment  life  policy  for  a  thousand 
dollars  and  we  were  at  the  end  of  the  fifth  year  and  I  had  an  an- 
nual dividend  policy,  what  would  be  approximately  the  amount 
of  my  arnual  dividend  in  your  company  ?  A.  The  first  dividend, 
sir. 

Q.  Well,  I  said  at  the  end  of  the  fifth  year?     A.  I  can  only 
make  a  guess  at  that. 

Q.  Oh,  certainly.     A.  I  should  say  about  12  per  cent. 

Q.  12  per  cent,  of  what?  A.  The  gross  premium,  the  premium 
you  paid. 

Q.  Suppose  I  was  insured  at  age  40,  a  thousand  dollars  twenty 
payment  life,  been  insured  for  five  years,  age  40,  my  level 
premium  would  be  about  how  much?  A.  Assuming  it^was  $50, 
you  get  about  $6  dividend. 

Q.  Now  then,  assuming  I  am  a  deferred  dividend  policy-holder 
at  the  same  age,  same  time,  but  under  a  policy  for  a  deferred 
dividend  period  of  twenty  years,  now  tell  me  whether  you  would 
first  find  an  amount  approximating  $6.     A.  Yes. 

Q.  And  what  would  you  do  with  that  $6  if  you  have  got  it  — 
you  have  my  unexpiired  period  of  fifteen  years?  A.  We  know 
how  much  it  would  amount  to  at  compound  interest. 

Q.  $6,  3J  per  cent,  at  compound  interest  for  five  years?  A. 
Yes,  sir. 

Q.  When  you  find  out  that  amount  you  take  the  present  value 
of  it?     A.  There  is  something  more  than  that,  sir. 

Q.  Go  on.  A.  There  is  a  probability  of  that  man  surviving  for 
fifteen  years. 

Q.  How  is  that  introduced  into  it  mathematically?  A.  As  a 
pure  endowment. 

Q.  You  get  $6  compounded  at  3^-  per  cent,  interest  fifteen  years, 
exactly;  what  do  you  do  to  add  something  to  that?  A.  We  ac- 
cumulate that  as  a  pure  endowment. 

Q.  What  do  you  mean  by  that?  Translate  it  into  a  concrete? 
A.  It  is  compound  interest  plus  the  probability  of  survivorship. 

Q.  You  make  a  calculation  which  represents  the  gain  that  this 
man  will  have  by  his  survivorship  ?     A.  Yes,  sir. 

Q.  If  he  does  survive?     A.  If  he  survives. 

Q.  According  to  your  actuarial  methods?     A.  Yes. 

Q.  Which  you  can  give  me  the  formula  after  lunch.  Now,  you 
add  that  to  this  amount  of  $6  at  compound  interest  fifteen  years; 
then  of  that  total  you  take  the  present  value  as  of  this  dae? 
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THE  CHAIRMAN:  A  the  same  rate  of  interest 
THE  WITNESS:  Yes. 

Q.  And  you  credit  that  to  my  account?     A.  Yes. 

Q.  Now,  practically,  what  will  I  get,  what  will  be  my  credit! 
A.  Upon  the  same  assumption,  the  same  table  of  mortality  and 
rate  of  interest,  it  would  be  the  same  immediately,  but  it  will  in- 
crease year  by  year.  The  present  value  immediately  upon  the 
application  of  that  dividend  would  be  the  same  as  the  dividend 
itseK,  if  brought  back  to  the  time  when  the  dividend  is  declared. 

Q.  Is  that  always  so,  each  year?  A.  That  is  always  so,  each 
year. 

Q.  Then  why  don't  you  simply  credit  the  man  with  tha  amount 
of  the  annual  dividend?  A.  Ah,  but  that  increases  each  year. 
I  did  not  fairly,  I  think,  understand  your  question.  You  said  $6, 
that  would  be  accumulated  at  the  end  of  fifteen  years.  It  would 
maie  some  other  sum. 

Q.  Then  you  take  the  present  value  of  that  other  sum?  A.  Of 
that  other  sum. 

Q.  That  is  exactly  what  I  thought,  but  you  surprised  me  by 
telling  me  it  was  the  same  amount?  A.  Present  value  would  be 
the  same  now,  but  Increases  year  by  year. 

Q.  Take,  for  exaanple,  $6,  which  is  the  annual  dividend.  Now, 
you  take  the  accumulation  of  that,  now  you  add  something  to  that 
for  the  expected  gain  from  his  survivorship,  do  you  not?  A.  Yes, 
sir. 

Q.  You  take  the  present  value  of  that  on  the  same  basis  of  mor- 
tality?    A.  Yes,  sir. 

Q.  On  the  same  basis  of  interest  ?    A.  Yes. 

Q.  So  that  you  introduce  your  mortality  factor  in  each  calcu- 
lation?   A.  Yes. 

Q.  The  result  must  evidently  bring  it  back  to  the  $6  ?    A.  Yes. 

By  the  CHAIRMAN: 

Q.  Why  do  they  go  around  Robin  Hood's  bam  to  produce  the 
result  ?  A.  The  next  year  there  is  another  accumulation  one  year 
less  to  run ;  then  you  have  got  another  factor  there,  another  valua- 
tion on  your  second  year. 

MR.  HUGHES:  You  better  make  out  a  little  table  for  us, 
which  will  show  a  typical  case  of  a  calculation  of  these  amounts 
that  are  credited  to  a  deferred  dividend  policyholder,  and  how  you 
reach  them. 

Recess  until  2.30  p.  m. 
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AETEE  KECESS. 
WILIIAM  MAESHALL  resumed. 
BTME.  HUaHES: 

Q.  Have  you  now  a  concrete  example,  showing  the  manner  in 
which  you  make  the  calculation  of  the  amount  to  be  credited  an- 
nually to  a  deferred  dividend  policyholder  ?    A.  Yes,  sir. 

Q.  Just  explain  what  this  table  is  that  you  show  me  ?  A.  It  is 
a  table  of  pure  endowments,  computed  accordiag  to  combined 
experience  mortality,  with  3%  per  cent,  interest. 

Q.  The  first  column  under  the  head  of  years  to  run  shows 
what?    A.  Single  premiums  to  purchase  the  pure  endowment. 

Q.  Well,  the  years  to  run  mean  the  number  of  years  that  are 
yet  to  run  ?    A.  Before  maturity. 

Q.  And  the  date  —  and  before  the  date  fixed  for  apportion- 
ment?   A.  Yes. 

Q.  The  second  column  contains  what?  A.  It  is  the  reciprocal 
of  that  single  premium  or  what  a  dollar  would  purchase. 

Q.  Now,  the  first  column  I  refer  to  is  under  the  head  of  years 
to  run.  That  is  the  mmiber  of  years  before  the  expiration  of  the 
period?     A.  Yes,  sir. 

Q.  Now,  the  second  column  is  what?  A.  That  is  the  single 
premium  for  the  pure  endowment.  That  is  the  cost  for  the  pure 
endowment. 

Q.  At  age  42?    A.  At  age  42. 

Q.  And  the  third  column  ?  A.  Is  the  reciprocal  column  of  the 
single  premium,  or  the  amount  that  one  dollar  would  purchase. 

Q.  And  the  final  column  ?  A.  That  is  the  equivalent  effective 
rate  of  interest. 

There  are  only  a  few  examples  there. 

ME.  HUGHES :    I  offer  that  in  evidence. 
Paper  marked  Exhibit  666. 

Q.  Now,  to  understand  this,  take  age  42,  with  a  period  eighteen 
years  yet  to  run,  one  dollar  and  3^  per  cent,  interest  accumulated, 
3i  per  cent  compound  interest  would  be  how  much  ?    A.  $2.45. 

Q.  That  is  the  pure  endowment — ^but  the  dollar  itself  simply 
accumulated  with  interest?    A.  One  dollar  eighty-five. 
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Q.  And  the  dollar  accumulated  as  a  pure  endo-wment  on  the 
basis  of  the  American  Experience  Table  of  Mortality  and  3^  per 
cent,  interest  is  how  much  ?    A.  $2.45^ — $2.45. 

Q.  Now,  that  is  the  amount  that  you  would  credit  to  the  policy- 
holder ?    A.  Yes,  sir. 

Q.  The  present  value  that  you  compute  of  this  accumulation, 
which  is  credited  to  him  as  an  amount  which  he  will  be  entitled 
to  receive  eighteen  years  later,  is  calculated  for  the  purpose  of 
determining  your  liability  ?    A.  Yes,  sir. 

Q.  And  that,  of  course,  will  vary  from  year  to  year,  according 
to  the  period  that  the  amount  has  to  run  ?    A.   Yes,  sir. 

Q.  So  that  you  calculate  the  present  value  in  each  year  to  charge 
yourselves  with  the  liability  ?    A.  Yes,  sir. 

Q.  But  the  amount  which  is  credited  to  the  policyholder  is  the 
amount  ascertained  as  the  pure,  endowment  on  the  basis  of  the 
American  Experience  Table  at  3i  per  cent,  interest  ?    A.  Yes. 

Q.  E"ow,  you  have  here  a  statement  of  the  actual  results  on 
dividend  endowment  policies.  That  means  on  the  first  dividend 
policies  of  the  character  described  in  this  table.     A.  Yes,  sir. 

Q.  The  one  table  being  the  actual  results  on  ten  year  dividend 
endowment  and  the  other  being  the  actual  results  on  twenty  year 
endowment?    A.  Yes,  sir. 

Q.  You  have  given  the  policy  numbers,  the  fiscal  year  of  issue, 
the  age  at  issue,  some  insured  annual  premiums,  reserve  accumu- 
lations, the  ratio  of  accumulations  to  premiums  paid  ?    A.  Ycja. 

Q-  Those  accumulations  are  the  amounts  credited,  or  the  total 
aggregate  of  the  amounts  credited  in  the  manner  you  have  de- 
scribed?    A.  Yes,  sir. 

Q.  Erom  year  to  year?    A.   From  year  to  year. 

Q.  But  this  aggregate  is  the  amount  actually  ascertained  at  the 
end  of  the  deferred  dividend  period  ?  A.  Ascertained*during  the 
deferred  dividend  period,  payable  at  the  end  of  the  period, 

Q.  Yes,  that  is  a  more  accurate  statement.  And  when  you  get 
to  the  end  of  the  dividend  period,  you  determine  the  amount  of  the 
accumulations  to  which  the  policyholder  is  entitled  by  adding  to- 
gether or  by  taking  the  total  to  his  credit  at  that  time  ?    A.  Yes. 

ME.  HUGHES:  I  offer  in  evidence  these  sheets  that  are  re- 
ferred. 

Papers  marked  Exhibits  667  and  668,  and  will  be  found  in 
the  book  of  exhibits. 
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Q.  Have  you  a  statement  of  the  estimates  ,  wliich  your  com- 
pany has  used  in  the  solicitation  of  business  ?  A.  No,  sir,  I  have 
not. 

Q.  Have  you  such  estimates  ?  A.  I  have  never  made  an  esti- 
mate or  illustrations.  I  have  never  personally  or  officially  made  a 
statement  of  probable  future  results  at  any  time.  I  have  been 
actuary  of  the  company  through  three  managements  and  they  have 
always  respected  my  wishes  in  that  line ;  they  have  never  asked  me 
to  make  a  statement  or  an  illustration  of  future'  results,  probable 
future  results. 

Q.  "Well,  how  do  your  agents  get  the  estimates  which  they  use 
in  practice  ?     A.  I  cannot  tell  you  that,  sir. 

Q.  Does  anyone  connected  with  the  company  supply  them  ?  A. 
There  have  been  three  books  supplied  by  the  Supply  Department, 
one  which  was  based  upon  the  dividends,  I  think,  of  1891,  and 
agaiQ  upon  a  dividend  of  1899.  Those  were  actual  results,  those 
few  cases. 

Q.  What  sort  of  a  book  or  >.  atement  of  estimates  ?  A.  I  think 
I  handed  them  to  Mr.  McKeen.     There  is  one  (indicating). 

Q.  This  is  the  last  one  that  you  have  used?  A.  That. is  the 
last  one  that  I  have  knowledge  of. 

ME.  HTJGHES:     Mark  that  for  identification. 

Book  marked  Exhibit  ^o.  669  for  identification. 

Q.  How  do  the  actual  results  since  that  time  compare  with  the 
estimates  given  in  this  book  ?  A.  I  can  only  make  a  comparison. 
I  think  they  compare  very  closely,  about  two-thirds. 

Q.  What  is  two-thirds  ?     A.  The  actual  result. 

Q.  The  actual  result  is  about  two-thirds  of  the  estimated  results 
as  late  as  1899  ?     A.  Yes,  at  this  age,  I  took  age  forty-four. 

Q.  You  think  that  is  the  typical  case  ?     A.  Yes. 

Q.  What  is  the  Smith  book?  A.  The  Smith  book  was  a  book 
issued  by  a  man  by  the  name  of  Smith,  who  resided  in  Boston. 
I  think  that  was  possibly  twenty  years  ago,  maybe  more  than 
twenty  years  ago. 

Q.  Was  that  used  by  your  agents?  A.  It  was  ia  the  early 
history  of  our  deferred  dividend  system,  yes,  sir. 

Q.  Were  the  actual  results  short  of  those  mentioned  in  those 
estimates?     A.  Very  mtich  so,  yes,  sir. 

Q.  Was  there  another  book  gotten  out  about  1880  ?  A.  I  think 
there  was.     I  am  not  positive  about  that. 
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Q.  Have  you  a  copy  of  it  ?    A.  No,  sir,  I  have  not. 

Q.  Now,  in  1891,  you  got  out  a  book,  did  you  not?  A.  Yes,  sir. 

Q.  Is  this  the  book  (handing  book)  ?     A.  Yes,  sir. 

MK.  HITGHES:     Mark  that  for  identification. 

Book  marked  Exhibit  No.  670  for  identification. 

Q.  For  what  purpose  did  you  get  out  this  book?  A.  One  of 
our  Philadelphia  •agents  desired  a  copy  of  results  of  the  company 
and  I  used  the  dividend,  I  think,  of  1891,  as  a  basis. 

Q.  Did  your  agent  use  this  book  that  you  got  up.  Exhibit  No. 
670,  for  identification  ?     A.  No,  sir. 

Q.  Why  not  ?     A.  The  result  was  not  large  enough. 

Q.  To  suit  them.  What  control  did  your  company  exercise 
over  its  agents,  with  reference  to  the  use  of  estimates  ?  A.  We 
tried  to  stop  the  use  of  estimates,  so  far  as  possible,  and  where- 
ever  we  found  estimates  were  used  greater  than  we  were  paying 
at  the  time,  we,  to  use  a  slang  expression,  called  them  dovm. 

MK.  IDE:  Eead  the  regulations  in  our  rate  book,  Mr.  Marshall. 

THE  WITNESS :  I  think,  to  show  you  the  history  of  our  com- 
pany's position  on  that  point,  I  might  show  you  how  often  we 
are — have  you  that  Mr.  Ide  ? 

MK.  IDE:     Yes.     (Handing  book  to  counsel.) 

Q.  What  is  this  you  hand  me  ?  A.  It  is  a  circular  to  our  agents 
which  quotes  various  paragraphs  from  various  documents  which 
we  have  sent  our  agents. 

Q.  Here  is  a  quotation  of  Kule  8,  of  the  company's  rules  and 
regulations,  to  wit: 

"  No  agent  is  authorized  to  promise  or  guarantee  the  rate  or 
amount  of  dividends,  or  make  any  statement  to  applicants  or  policy- 
holders concerning  dividends,  which  does  not  correspond  with  the 
experience  of  the  company." 

Q.  Is  that  the  rule  to  which  you  refer  ?  A.  That  is  one  of  them, 
sir. 

Q.  What  is  the  date  of  the  issue  of  this  circular  ?  A.  Mr.  Ide, 
do  you  remember  the  date? 

MR.  IDE :  The  circular  is  now  going  out  to  the  agents,  but 
I  referred  to  the  quotation  from  the  rate  book,  and  from  the  book  of 
rules,  which  has  been  in  existence  for  many  years. 
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ME.  HUGHES :  You  refer  to  the  rule  I  have  read? 

MR.  IDE :  Yes,  and  the  following  one  as  well. 

ME.  HUGHES:  And  the  following  rule  of  Section  20  of  a 
manual  issued  in  1896,  is  stated  here  as  follows: 

"  As  from  the  nature  of  the  business,  the  amount  of  dividends 
to  be  earned  is  problematical,  estimates  of  future  dividends  are 
necessarily  untrustworthy,  but  by  our  system  the  insured  is  able 
to  learn  absolutely  from  year  to  year  the  gross  of  his  dividend  en- 
dowment" 

Q.  Why  was  it,  when  you  prepared  this  book,  Exhibit  No.  670 
for  identification,  on  the  results  of  1891,  you  did  not  insist  upon 
your  agents  using  it  ?  A.  As  I  said,  it  only  went  to  one  agent  in 
Philadelphia,  and  when  other  agents  heard  of  it,  that  I  had  given 
such  a  book,  they  requested  me  to  send  them  a  copy  and  it  was 
then  printed  and  a  few  copies  sent  out,  but  at  no  time  after  did  the 
agents  require  or  ask  for  other  copies,  therefore  we  assumed  that 
they  did  not  use  them.     The  estimates  were  too  low. 

Q.  I  wish  you  would  take  this  book  of  1891,  containing  the 
estimates  which  you  say  the  agents  regarded  as  too  low ;  take  the 
ten  year  endowment  period-,  at  page  forty-two,  the  total  accumula- 
tions based  on  the  dividends  tx)  1891,  was  how  much?     A.  $71.52. 

Q.  What  is  the  actual  amount  of  accumulations  of  1905,  as 
compared  with  that  ?  A.  I  have  not  an  example  at  age  forty-two. 
I  can  give  you  at  age  forty. 

Q.  I  am  informed  it  is  $45.93.  A.  Well,  I  have  not  got  it  here, 
Mr.  Hughes. 

Q.  There  is  one  at  age  forty-two,  at  two  thousand  dollars,  and 
if  you  take  half  of  it,  you  will  have  the  amount  of  one  thousand 
dollars.     How  much?     A.  $45.93. 

Q.  So  that  if  a  man  took  a  policy  based  upon  an  anticipation  of 
an  accumulation  of  $71.52,  in  ten  years,  based  upon  the  actual 
results  in  1891,  he  would  be  disappointed  because  he  would  re- 
ceive only  in  1905,  on  such  a  policy  $45.93  ?     A.  Yes,  sir. 

Q.  So  that  even  your  estimates,  which  were  regarded  as  too  low 
by  the  agents,  were  very  much  in  excess  of  the  actual  results?  A. 
Yes. 

Q.  Take  the  case  of  a  life,  fifteen  year  dividend  period,  at  age 
forty-four,  the  amount,  as  shown  by  your  book  of  1891,  would 
bo  how  much,  total  accumulation  ?     A.  $106.00. 

Q.  Eifteen  year  period?    A.  Yes. 
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-  Q.  Age  forty-four,  I  am  now  talking  of  the  expected  results  as 
shown  by  your  books,  how  much  would  that  be  ?  '  A.  $157.25. 

Q.  Whereas  the  actual  results  for  1905  amounted  to  how  much  ? 
A.  $106.77. 

Q.  ISTow,  the  book  issued  for  1899,  Exhibit  669  for  identifica- 
tion, contains  estimates  even  in  excess  of  the  results  for  1891,  did 
they  not  ?  A.  This  book,  sir,  I  am  not  responsible  for,  I  hav3 
never  made  these  estimates.  This  (indicating)  is  the  only  book 
I  have  ever 

Q.  I  implied  that  they  were  in  excess  of  the  results  of  1891 — 1 
should  have  said  1900  and  1901.  They  proved  to  be  largely  in 
excess  of  the  actual  results  ?     A.  Yes. 

Q.  Is  it,  as  a  matter  of  fact,  a  constant  struggle  with  an  actuary 
to  have  the  representations  made  by  agents  kept  down  to  what 
may  reasonably  be  expected?  A.  I  don't  quite  understand  the 
question. 

Q.  Do  you  find  that  in  practice  the  agents  use  more  liberal  esti- 
mates than  they  should  use  ?     A.  Veiy  much  so. 

Q.  Do  you  find  that  your  regulations  with  regard  to  them  have 
not  proven  a  sufficient  restraint  ?     A.  Yes,  sir. 

Q.  What  would  you  suggest  as  a  corrective  ?  A.  I  don't  know 
what  to  suggest  on  that  line.  I  do  not  see  how  it  is  possible  for 
us,  if  another  company  is  estimating  a  certain  amount,  why  the 
agents  should  not  take  that  book  and  estimate  a  little  more.  Un- 
less we  know  that  fact  we  cannot  control. 

Q.  How  do  you  account  for  it  that  your  actual  results  in  recent 
years  fall  so  far  below  the  actual  results  as  shown  in  this  book, 
Exhibit  670,  of  1891  ?  A.  The  decline  in  the  rate  of  interest 
and  the  small  advances  in  fixed  charges  of  the  company,  that  is, 
for  agents'  commissions. 

Q.  Has  there  been  an  advance  in  the  expenses  of  the  company  ? 
A.  Very  little,  sir,  in  the  last  ten  years. 

.  Q.  How  do  you  account  for  it  that  the  expenses  last  year  were 
120  per  cent,  of  the  loading?  A.  That  is  the  gain  and  loss  ex- 
hibit ? 

Q.  Yes.  A.  Why,  we  simply  used  more  than  the  loading  for 
expenses. 

Q.  Well,  why  did  you  ?  A.  We  were  forced  to  go  in  the  mar- 
ket and  pay  the  competitive  rate  of  commissions. 

Q.  Why  don't  you  fix  your  loading  so  as  to  be  sufficient  to  meet 
that  ?     A.  We  might  raise  the  rate  of  premiums. 
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Q.  That  would  compel  you  to  raise  the  rate  of  premiums  ?  A. 
Yes,  and  we  have  competition  in  that  line  to  meet. 

Q.  How  is  it  other  companies  are  able  to  keep  within  their 
loading  ? 

Q.  You  must  look  at  the  loading  itself  and  the  ratio  the  load- 
ing bears  to  the  net  premiums  ? 

Q.  What  is  the  ratio  in  the  case  of  your  company  ?  A.  I  can- 
not tell  you.     I  can  tell  you  if  you  give  me  the  book  ? 

Q.  What  book?     A:  No.  29. 

Q.  How  does  that  compare  with  what  is  ordinarily  fixed  as  the 
loading  ?     A.  I  think  it  is  below  the  average. 

Q.  Then  your  premiums  are  below  the  ordinary  premiums? 
A.  Yes. 

Q.  Your  gross  premiums  ?     A.  Gross  premiums. 

Q.  Axe  below  ordinary  premiums?  A.  Below  ordinary  pre- 
miums, I  think  below  the  Equitable,  New  York  Life  and  some  of 
the  other  companies. 

Q.  How  much  below — can  you  give  me  an  illustration  ?  A.  I 
think  I  have  it  here.  (Witness  examines  papers.)  I  supposed 
I  had  the  facts  here,  but  I  have  not.     I  made  a  computation. 

Q.  Cannot  you  take  the  Handy  Guide  there  and  point  it  right 
out  ?  A.  An  ordinary  life  rate  at  middle  age,  40,  in  the  Home  is 
$32.43.     In  the  Manhattan,  $32.76. 

Q.  What  is  it  in  the  ISTew  York  Life  ?     A.  $33.01. 

Q.  What  is  it  in  the  ISTorthwestem  Mutual  ?     A.  $33.01. 

Q.  The  Northwestern  is  on  a  3  per  cent,  basis  ?     A.  Yes,  sir. 

Q.  And  you  are  on  a  3^  per  cent,  basis  ?     A.  Yes,  sir. 

Q.  What  is  it  in  the  Provident  Life  and  Trust?     A.  $31.50. 

Q.  What  is  it  in  the  Mutual  Benefit  of  New  Jersey?  A. 
$30.94. 

Q.  Now  the  Mutual  Benefit  of  New  Jersey  lives  within  its 
loading,  apparently,  although  its  rate  is  lower  than  yours.  How 
do  you  explain  that  ?  From  their  gain  and  loss  exhibit  it  would 
appear  that  their  percentage  of  the  insurance  expense  to  loading  is 
85. Tl  per  cent?  A.  Well,  compared  with  another  company,  the 
Equitable,  I  think  while  the  Equitable  is  less  than  the  loading  on 
the  same  ratio  of  loading  it  would  be  materially  reduced — ma- 
terially increased,  excuse  me. 

Q.  I  wanted  to  take  a  company  that  had  a  lower  rate  of  pre- 
mium than  yours,  and  yet  was  able  to  keep  within  its  loading.  Do 
you  know  what,  the  loadings  are  in  the  Mutual  Benefit  of  New 
Jersey  ?    A.  I  don't  remember. 
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Q.  They  cannot  be  any  more  than  your  percentage,  as  their 
gross  premiums  are  a  little  lower — a  little  less  ?  A.  I  presume  a 
little  less  on  the  same  table  of  mortality. 

Q.  Would  not  that  indicate  your  expenses  were  somewhat  high  ? 
A.  They  are  higher  than  the  Mutual  Benefit. 

Q.  Are  thiey  higher  than  the  Northwestern?  I  find  from  the 
gain  and  loss  exhibit  of  the  JSTorthwestem  that  the  percentage  of 
insurance  expenses  to  loading  is  82.14  per  cent.  That  would  indi- 
cate they  did  business  a  little  more  inexpensively.  Where  is  the 
difficulty — in  the  agents'  commissions  ?  A.  I  think  as  compared 
with  the  Mutual  Benefit  it  may  be  agents'  commissions. 

Q.  As  compared  with  the  Northewestem  ?    A.  I  don't  know. 

Q.  Are  your  other  expenses  higher  than  those  of  other  com- 
panies, your  home  office  expenses  ?    A.  I  think  not,  sir. 

Q.  You-  think  that  the  only  place  where  your  expense  may  be  a 
little  too  high  is  in  the  agents'  commissions  ?    A.  Yes. 

Q.  And  you  excuse  that  by  saying  you  have  to  meet  competi- 
tions ?    A.  We  are  compelled  to. 

Q.  Is  that  the  point?    A.  Yes,  sir. 

Q.  Well,  they  have  to  meet  competition,  too,  don't  they?  A. 
They  may  set  the  competition. 

Q.  Take  the  Connecticut  Mutual,  for  example;  it  -would  apj.ear 
that  their  percentage  of  insurance  expenses  to  loading  is  tbont 
82  per  cent.  Why  can't  you  make  as  good  a  sLiowing  as  that  ? 
A.  I  believe  the  Connecticut  Mutual  does  very  little  new  business, 
and  has  very  few  agency  expenses,  probably. 

Q.  That  would  be  the  explanation  of  that  ?    A.  Yes. 

Q.  Do  they  do  enough  new  business  to  keep  their  company  in  a 
safe  condition?    A.  Yes. 

Q.  You  could  do  the  same  ?    A.  Yes. 

Q.  It  is  a  mere  matter,  as  your  president  expressed,  a  little 
while  ago,-  as  to  how  much  you  can  afiord  to  pay  and  get  new 
business?    A.  Yes. 

Q.  And  it  would  appear  from  the  fact  that  you  have  gone  be- 
yond your  loading  that  you  have  paid  a  little  higher  than  yon 
could  afford  to  pay  properly  to  get  new  business  ?  .i.  I  won't  .^  '.y 
that  because  the  sources  of  profits  which  may  go  toward  payment 
of  first  year's  expenses 

Q.  Other  companies  have  equal  sources  of  profit  ?    A.  Yes. 

Q.  In  other  words,  if  you  were  not  subjected  to  a  strain  of  com- 
petition and  get  right  down  to  a  basis  which  was  conservative  and 
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■were  satisfied  witli  a  less  amount  of  busin^gs,  you  could  keep 
within  your  loading  ?    A.  Within  the  loading. 

Q.  Very  much  within  it  ?    A.  Yes,  sir. 

Q.  And  increase  your  returns  to  your  policyholders  ?  A.  Yes. 
I  rememher,  if  you  will  excuse  me,  some  fifteen  years  ago,  our 
company  never  exceeded  forty-five  per  cent,  commissions. 

Q.  When  was  that?  A.  Fifteen  to  twenty  years  ago.  Thirty 
years  ago  we  were  paying  twenty-five  per  cent,  commission. 

Q.  How  did  your  premiums  compare  with  the  premiums  you 
charge  now?  A.  They  were  lower;  but  year  after  year  we  were 
forced  to  pay  higher  rates  of  commission  or  else  cease  to  exist. 

Q.  How  do  your  estimates  compare  with  the  estimates  sent  out 
by  other  companies  ?  A.  My  dear,  sir,  we  have  no  estimates  sent 
out. 

Q.  How  do  the  estimates,  to  which  allusion  has  been  m?  de  ? 
A.  They  are  very  much  smaller. 

Q.  Does  that  mean  that  there  is  less  disproportion  between  the 
estimates  that  have  been  referred  to,  and  your  actual  results,  and 
estimates  of  other  companies  and  their  actual  results?  A.  I 
think  so. 

Q.  Have  you  made  a  study  of  them  to  see  whether  it  is  so,  or 
not?  A.  I  have  not.  I  never  took  an  interest  in  estimates,  be- 
cause I  did  not  think  that  was  the  right  way  to  solicit  insurance. 

Q.  You  do  not  think  any  estimates  should  be  made?  A.  No, 
sir. 

Q.  You  think  that  a  policyholder,  or  person  who  expects  to 
become  a  policyholder,  if  he  wants  to  know  the  actual  results 
from  any  company  on  any  particular  class  of  policies  should  ask 
for  it?  A.  I  think  the  system  of  dividends  should  be  that  the 
company  can  tell  a  policyholder  each  year  the  condition  and  the 
growth  of  his  accumulations,  and  that,  together  with  the  growth 
of  the  reserve,  would  make  the  entire  growth  of  the  policy,  pro- 
vided he  desired  to  surrender  it  at  the  end  of  the  term. 

Q.  Don't  you  issue  circulars  which  call  attention  to  the  actual 
results  in  prior  years?    A.  No,  sir. 

Q,  Never  did  that  ?    A.  No,  sir. 

Q.  Do  you  issue  any  literature  at  all  to  induce  policyholders  to 
become  such  —  induce  persons  to  take  policies  ?    A.  No,  sir. 

Q.  You  leave  that  matter  entirely  in  the  hands  of  agents? 
A.  Entirely  so  —  not  left  to  them 

Q.  You  put  them  under  these  regulations  —  I  mean  you  do 
not  supply  any  information  ?    A.  No,  sir. 
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Q.  Does  your  company  publish  any  paper?    A.  No,  sir. 

Q.  Or  leaflet?     A.  No,  sir. 

Q.  Or  is  your  company  interested  in  any  insurance  paper  ?  A. 
No,  sir.^ 

Q.  I  mean  directly  or  indirectly  ?    A.  No,  sir.   ■ 

Q.  Haye  you  presented  here  a  scale  of  cash  surrender  values  — 
is  this  accurate?    A.  Yes,  sir. 

(Paper  marked  Exhibit  No.  6Y1  for  identification.) 

Q.  How  do  you  fix  these  cash  surrender  values  ?  A.  As  a  per- 
centage of  the  reserve. 

Q.  How  do  you  arrive  at  the  percentage  —  is  there  any  cri- 
terion ?    A.  The  criterion  is  the  competition,  sir. 

Q.  In  other  words,  you  will  give  as  little  as  the  traffic  will 
permit?    A.  I  presume  you  may  put  it  so,  or  as  much. 

Q.  As  you  have  to?    A.  Have  to. 

Q.  In  other  words,  when  you  com.6  to  the  matter  of  cash  sur- 
render value,  you  are  naturally  thinking  of  the  expected  gain  on 
the  part  of  the  company  from  lapses,  and  you  desire  to  save  that 
gain  so  far  as  possible,  to  those  who  continue  as  policyholders? 
A.  Yes,  sir. 

Q.  And  consequently  you  fix  the  amount  that  will  be  given  to 
a  man  who  lapses  in  cash  at  as  small  an  amount  as  possible,  con- 
sistent with  your  being  able  to  get  new  business?  A.  Not  en- 
tirely so. 

Q.  How  would  you  modify  that  ?  A.  Some  of  our  policies  we 
give  the  entire  reserve  at  the  end  of  five  years. 

Q.  Why  do  you  do  that?  A.  Because  it  is  a  special  contract 
that  we  desire  to  sell. 

Q.  What  is  that  special  contract?  A.  It  is  called  a  deferred 
return  premium  contract. 

Q.  Why  do  you  desire  to  sell  a  contract  which  gives  such  a 
large  cash  return  for  surrender  value?  A.  It  is  an  attractive 
contract,  and  we  can  meet  competition  better  with  it,  and  we  do 
not  pay  any  more  commission. 

Q.  You  do  not  want  to  vn-ite  all  your  business  on  that  basis  ? 
A.  We  write  a  very  large  portion  of  our  business  to-day  on  that 
basis. 

Q.  There  is  not  any  fixed  standard  as  to  the  amount  that  you 
will  give  as  a  cash  surrender  value  ?    A.  No. 
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Q.  That  is  a  mere  matter  of  making  your  policies  as  attractive 
as  possible  on  the  one  hand,  and  saving  as  much  to  -your  company 
on  the  other  hand?  A.  Oh,  I  might  say  to  give  as  much  as  any 
other  company. 

Q.  Look  at  what  other  companies  are  doing?  A.  That  is  the 
caiise,  sir. 

Q.  You  want  to  see  how  attractive  they  make  their  policies? 
A.  They  make  them  very  attractive.  Competition  has  brought  out 
many  liberal  features  that  in  my  judgment  ought  not  to  be  put 
in  a  contract. 

Q.  What  is  your  judgment  in  regard  to  it  if  you  were  fteed 
from  the  stress  of  competition?    A.  In  cash  surrender  values? 

Q.  Yes.  A.  I  would  put  in  as  large  a  cash  surrender  value  as 
the  company  could  afford  to  give. 

Q.  What  is  that?    A.  I  cannot  state. 

Q.  What  criterion  would  you  have  in  determining  what  the 
company  could  afford  to  give?  A.  I  would  have  to  determine 
first  the  equity  of  the  policyholder  in  the  company  and  the  equity 
of  the  company  in  the  policy. 

Q.  Why  not  give  the  man  the  amount  of  his  reserve  if  he  lapses  ? 
A.  We  do  have  it  on  certain  policies. 

Q.  Why  not  on  all?  A.  We  should  have  a  surrender  charge; 
it  is  necessary  to  have  a  surrender  charge. 

Q.  For  what  purposes?  A.  To  replace  the  lives  going  out — to 
replace  an  equally  good  life  as  the  one  that  retires.       ' 

Q.  That  would  make  the  surrender  charge  pay  the  expenses  of 
getting  new  business,  if  you  do  not  have  any  other  source?  A. 
Yes. 

Q.  As  you  have  other  sources  which  enable  you  to  raise  the 
moneys  necessary  for  the  additional  purpose,  how  do  you  deter- 
mine, or  any  part — how  do  you  determine  what  amount  you  will 
gain  from  surrender  values?  A.  You  say  I — how  do  I?  How 
would  I  or  how  do  I. 

Q.  Yes,  how  would  you?  A.  I  think,  Mr.  Hughes,  that  you 
would  have  to  make  a  surrender  charge  there  because  the  retiring 
member  is  withdrawing  a  certain  amount  of  vitality  and  the  com- 
pany must  be  made  whole  for  that  withdrawal. 

Q.  How  do  your  returns  compare  with  what  is  required  by  law? 
A.  Ketum  of  what? 

Q.  Of  the  surrender  value.  A.  As  required  by  the  law  of  what 
State?  This  State,  as  I  understand  it,  has  no  law  regarding  sur- 
render values. 
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Q.  So  that  you  are  not  required  to  give  any?    A.  iN'o,  sir. 

Q.  And  what  you  give,  therefore,  is  induced  by  your  desire  to 
mate  an  attractive  contract  that  people  will  take?  A.  Attractive 
as  competition  will  permit. 

Q.  You  might  explain,  Mr.  Marshall,  what  is  the  effect  of 
lapsing  upon  the  company,  according  to  your  experience — is  it  the 
good  lives  or  impaired  lives  that  lapse?  A.  I  should  say  that 
the  good  lives  retire,  leaving  the  balance  of  the  lives  impaired  to  a 
small  degree,  according  to  the  lapse. 

Q.  In  that  way  impairing  what  you  call  the  total  vitality  of  the 
company?     A.  Yes,  sir. 

Q.  Do  you  have  a  provision  in  your  applications  waiving  the 
provisions  of  Section  88  of  the  Insurance  Law  as  to  the  surrender 
value  of  lapsed  or  forfeited  policies?    A.  Yes,  sir,  we  have. 

Q.  You  have?    A.  Yes,  sir.    I  did  not  recognize  the  section. 

Q.  Are  your  cash  surrender  values  more  or  less  favorable  than 
contemplated  by  law?    A.  They  are  more  favorable. 

Q.  To  what  extent?  A.  I  think  the  limit  of  this  law  is  that 
two-thirds  of  the  reserve  shall  be  applied  to  purchase  paid-up 
insurance.  If  you  will  allow  me  to  correct  my  former  statement 
when  I  said  the  greater  amount  paid  for  surrender — it  is  not  so 
great  upon  the  earlier  years  of  the  policy. 

Q.  More  upon  others?  A.  And  more  upon  others.  I  thinik 
you  will  find  at  the  initial  period  it  starts  at  forty-five  per  cent,  on 
the  ordinary  life  policy  and  runs  up  to  one  hundred  at  the  end  of 
fifteen  years. 

GEOKGE  E.  IDE,  resumed: 

BY  ME.  HUGHES: 

Q.  -  You  have  a  considerable  amount  of  your  assets  invested  in 
real  estate,  have  you  not?     A.  We  have,  yes,  sir. 

Q.  Do  you  own  the  building  in  which  your  home  office  is?  A. 
Yes,  sir. 

Q.  On  Broadway,  opposite  the  Court  Hooise?     A.  Yes,  sir. 

Q.  Have  you  any  other  real  estate?  A.  We  have  one  or  two 
small  pieces  in  Brooklyn,  which  have  been  obtained  through  fore- 
closure of  mortgagee  some  years  ago. 

Q.  What  is  the  amount  at  which  you  can-y  your  office  build- 
ing? A.  We  carry  the  office  building — ^well,  I  think  that  was  all 
in  one  item.     I  cannot  separate  that  for  you. 

Q.  How  does  the  amount  at  which  you  carry  it  compare  with 
the  cost?     A.  It  is  carried  at  its  exact  cost,  with  the  exception  of 
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tlie  original  cost  of  twenty-five  feet  wbicli  we  boniglit  somewhere 
l>ac2  in  the  seventies  at  a  small  figure,  and  which  we  value  now 
at  ten  thousand  dollars  a  front  foot.  From  that  we  deducted  an 
amount  which  I  am  taking  off  each  year  from  value,  and  event- 
ually I  shall  get  it  down  to  its  actual  cost  value.  The  entire  item 
of  real  estate  over  cost  is  something  like,  in  my  recollection,  seventy 
thousand  dollars — the  market  value  over  actual  cost. 

Q.  What  is  your  income  from  the  office  building?  A.  That 
income,  I  think,  is  between  two  and  a  half  and  three  per  cent. 

Q.  ITet?    A.  -^et. 

Q.  What  is  the  amount  that  you  charged  yourselves  with  for 
the  premises  you  occupy?  A.  We  charge  for  the  offices  and 
agency  offices  in  the  buildings,  well,  I  think,  in  the  neighborhood 
of  twenty-four  thousand  dollars. 

MK.  MAESHALL:  Twenty-seven  thousand  dollars. 

THE  WITNESS:  About  twenty-seven  thousand  dollars, 

Q.  This  amount  of  two  and  a  half  to  three  per  cent,  net  return 
is  upon  the  book  value?     A.  Book  value,  yes. 

WILLIAM  A.  MAESHALL,  resumed: 

BY  ME.  HUGHES: 

Q.  Is  this  a  card  showing  the  actual  amounts  which — ^the  actual 
manner  in  which  an  account  with  a  deferred  dividend  policyholder 
is  kept?     A.  Yes,  sir. 

Q.  That  is  an  actual  case?     A.  An  actual  case. 

ME.  HUGHES:  I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  672.) 

ME.  HUGHES  (reading) :  Name  of  instired,''Wegner,  Henry  E. 

Number  of  policy,  32,446. 

Date,  January  31,  1883. 

Age,  47. 

Term,  life. 

D.  E.  (dividend  endowment). 

Period,  twenty. 

Amount,  $6,000. 

Annual  premium,  $41.20. 

How  payable, 
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State,  Illinois. 

D.  E.,  20  years. 

Total,  ace,  $313.41. 

Eeserve,  $424.11. 

Total,  $737.52. 

P.  U.  for  accumulation. 

Q.  What  is  P.  U.?     A.  Paid  up. 

ME.HUGHES    (reading):  That  is,   paid  up   for   accumula- 
tion, $400. 

Paid  up  for  reserves,  $541. 
Total  paid  up  for  surplus,  $941. 
Guaranteed  reserve,  $424.11. 
On  the  reverse  is  as  follows: 
Age,  47. 

Twenty  J).  E.  period  dividend  number  and  amount  in  one  col- 
umn and  the  next  column  endowment  as  follows: 


'So. 

Dividend. 

Endowment, 

1 

7.64 

28.35 

2 

7.72 

27.25 

3 

7.91 

26.26 

4 

8.11 

25.22 

5 

8.31 

24.26 

6 

8.51 

23.32 

r 

7.80 

19.97 

8 

8.12 

19.43 

9 

8.23 

18.39 

10 

8.46 

17.61 

11 

8.58 

15.39 

12 

7.17 

12.66 

13 

7.28 

11.43 

14 

5.85 

8.59 

15 

5.96 

8.17 

16 

6.70 

7.41 

17 

6.18 

7.11 

18 

6.29 

6.79  ■ 

19 

6.40 

6.46 

Making  a  total  endovraient  of  $313.41.  D.  E.  accumulation 
to  premiums  paid  38  per  cent.  plus. 
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Q.  Last  year  you  exceeded  your  loading  in  your  insurance  ex- 
penses by  $13Y,085.  You  gained  from  mortality  $15,000,  so  that 
your  gain  from  mortality  exceeded  by  a  small  amount  your  loss 
on  your  loading?     A.  Yes,  sir. 

Q.  But  practically  there  was  nothing  because  of  your  excess  of 
expenses  aside  from  $14,000  that  was  available  out  of  your  mor- 
tality gains?     A.  No,  sir. 

Q.  So  that  your  gains  for  the  year  practically  consisted  of  what 
you  gained  on  surrendered  and  lapsed  policies  and  your  gain 
from  surplus  interests?     A.  Yes. 

Q.  Here  is  a  form  of  policy  that  has  been  sent  to  the  Com- 
mittee issued  by  your  company  apparently  for  a  term  of  ten 
years?     A.  Yes. 

Q.  It  is  term  insurance  ?     A.  Eenewable  term. 

Q.  Eenewable  term  for  a  term  of  ten  years  ?     A.  Yes. 

Q.  The  age  was  thirty,  the  amount  $2,000  and  the  premium 
$7.62?     A.  That  was  quarterly  premium. 

Q.  Quarterly  premium,  $7.62.  Now,  the  insured  having  car- 
ried that  policy  since  May,  1901,  in  November,  1905,  wanted  to 
know  what  its  cash  value  would  be  if  surrendered  and  was  in- 
formed that  it  would  be  $1.95.  Now,  please  explain  how  that 
was?  A.  I  can  explain  only  that  that  $1.95  is  two-thirds  of  the 
reserve  on  the  policy  at  the  time  the  value  was  given. 

Q.  Well,  here  is  a  policy  running  for  about  four  and  one-half 
years.  Explain  so  that  a  policyholder  could  understand  it  how 
that. two-thirds  of  the  reserve  in  that  time  would  only  be  $1.95  ? 
A.  The  premium  was  mainly  used  in  the  current  cost  of  insurance 
each  year. 

Q.  You  mean  by  that  that  it  was  term  insurance  ?  A.  Term 
insurance  pure  and  simple. 

Q.  And  by  term  insurance  you  mean  insurance  for  a  given 
period.  In  that  case  the  premium  is  iixed  at  an  amount  which 
would  pay  the  cost  of  the  insurance  during  that  time?     A.  Yes. 

Q.  And  normally  do  you  expect  to  save  or  accumulate  any- 
thing for  the  policyholder  in  the  term  ?    A.  Yes,  sir. 

Q.  How  do  you  expect  to  gain  that  accumulation?  A.  From 
excess  of  interest  on  the  small  reserve  we  have  had.  There  is  a 
small  reserve  at  the  end  of  every  policy  year ;  and  the  gain  from 
loading. 

Q.  But  if  your  expectation  and  calculation  exactly  fitted  the 
results,  there  would  be  no  accumulation  at  all?    A,  No,  but  the 
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fact  is  that  we  have  renewed  the  second  term'  without  increasing 
the  premium  on  the  early  ages  from  the  dividend  endowment  ac- 
cumulations. 

Q.  What  is  the  reserve  value  per  thousand  dollars  on  a  ten-year 
term  policy  on  combined  experience  four  per  cent?  A.  At  the 
end  of  what  year  ? 

Q.  Well,  this  was  four  years  and  a  half,  say  four  years  ?  A. 
Two  dollars  and  fourteen  cents. 

Q.  That  is  per  thousand  ?     A.  Yes. 

Q.  That  is  $4.28  on  the  $2,000  ?    A.  Two  thousand  dollars. 

Q.  Now,  you  give  him  two-thirds  of  the  reserve  ?    A.  Yes. 

Q.  So  that  on  that  expectation  he  would  have  been  entitled  to 
two-thirds  of  $4.28.    A.  Yes. 

Q.  !N"ow  the  fact  that  your  cash  surrender  value  on  the  basis  of 
two-thirds  the  reserve  was  $1.95  indicates  what?  A.  It  indicates 
that  there  is  an  error  somewhere. 

MR.  IDE :    It  was  a  different  table. 

THE  WITNESS :    It  must  be  a  different"  table. 

Q.  The  use  of  a  different  table  ?  A.  No,  I  will  not  say  that. 
Ten-year  term  combination  experience  four  per  cent. 

Q.  Well,  you  can  explain  that  later.  I  should  like  to  have  a 
statement  showing  the  salaries  of  your  officers  for  ten  years,  so  we 
can  have  an  accurate  statement  for  the  purpose  of  comparison. 

EDWAED  W.  SOOTT,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  ME.  HUGHES: 

Q.  Mr.  Scott,  you  are  the  president  of  the  Provident  Savings 
Life  Assurance  Society?    A.  I  am,  sir. 

Q.  And  that  was  incorporated  at  what  time?  A.  In  August, 
18Y5. 

Q.  Under  the  same  name?    A.  Yes,  sir. 

Q.  And  pursuant  to  the  act  of  June  24th,  1853,  providing  for 
the  incorporation  of  life  insurance  companies?     A.  Yes,  sir. 

Q.  That  is  the  amended  charter  of  your  company  (handing 
paper)  ?    A.  Yes,  sir. 

Q.  Amended  as  of  what  day?  A.  It  was  amended  in  1883,  I 
believe. 
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Q.  The  heading  is  amended  charter.  That  charter  was  amended 
in  1886,  was  it  not  ?    A.  Tes,  sir. 

MR.  HUGHES:  I  will  read  certain  provisions  of  the  charter 
npon  the  record: 

Article  H.  The  capital  stock  of  the  corporation  shall  be 
$100,000. 

Article  IV.  Within  sixty  days  after  the  close  of  each  fiscal  year 
the  valuation  of  the  assets  and  the  liabilities  of  the  corporation 
shall  be  made  when  after  providing  for  all  outstanding  obligations, 
including  such  additional  reserve  as  shall  be  deemed  advisable, 
the  surplus  shall  be  divided  as  follows : 

First.  The  stockholders  shall  be  entitled  to  a  semi-annual  divi- 
dend not  to  exceed  three  and  one-haK  per  cent,  on  the  amount 
standing  to  their  credit  on  the  books  of  the  corporation. 

Second.  The  net  surplus  arising  from  the  payments  of  persons 
insured  upon  the  participating  or  mutual  plan  shall  be  divided 
amongst  them  in  equitable  proportions. 

Third.  Any  surplus  arising  from  the  payment  of  persons  in- 
sured upon  the  non-participating  or  stock  plan  and  that  derived 
from  other  sources  shall  be  credited  pro  rata  to  the  stockholders, 
but  shall  be  retained  by  the  corporation  as  a  guarantee  fund  until 
the  same  shall  amount  to  the  sum  of  $250,000,  after  which  any 
excess  may  be  divided  amongst  the  stockholders  annually.    - 

Article  V. 

ME.  GILBEET:  I  want  to  call  your  attention  to  the  amend- 
ment putting  that  down  to  $100,000  from  $125,000. 

ME.  HUGHES :  Article  V.  The  corporate  powers  of  the  cor- 
poration shall  be  vested  in  a  board  of  directors  and  shall  be  exer- 
cised by  them  and  by  such  ofBcers  and  agents  as  they  may  appoint 
and  from  time  to  time  empower.  The  board  of  directors  shall 
consist  of  fifteen  persons,  each  of  whom  shall  be  a  stockholder  in 
the  corporation. 

Article  VI.  The  first  board  of  directors  shall  be  elected  by  the 
stockholders  at  a  meeting  to  be  called  for  that  purpose  by  the 
commissioners  appointed  to  receive  subscriptions  to  the  capital 
stock.  The  directors  so  elected  shall,  immediately  after  organiza- 
tion, proceed  to  divide  themselves  into  four  classes,  the  terms  of 
which  shall  expire  in  one,  two,  three  and  four  years  respectively. 
The  annual  election  for  directors  shall  be  held  at  the  office  of  the 
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corporation  in  the  City  of  'New  York.  Each  stockholder  shall  be 
entitled  at  the  election  of  directors  to  one  Tote  for  each  share  of 
stock  standing  to  his  name  on  the  books  of  the  corporation,  which 
vote  may  be  cast  in  person  or  proxy,  according  to  the  terms  of  the 
by-laws.  Vacancies  for  unexpired  terms  may  be  filled  by  the 
board  of  directors. 

Article  VIII.  The  board  of  directors  shall  elect  annually  from 
their  number  a  president,  and  they  may  also  appoint  a  vice-presi- 
dent, actuary,  secretary,  and  such  other  officers  and  clerks  as  may 
be  deemed  requisite,  who  shall  hold  office  during  the  pleasure  of 
the  board. 

Q.  I  am  informed  that  the  capital  stock  was  originally  $125,000 
and  was  reduced  by  amendment  to  $100,000  ?     A.  Yes,  sir. 

Q.  How  many  shares  of  capital  stock  are  there  ?  A.  Twelve 
hundred  and  fifty. 

Q.  So  that  the  par  value  per  share  is  eighty  dollars?  A. 
Eighty  dollars. 

Q.  How  long  have  you  been  president  of  the  company?  A. 
Since  December  22d,  1896. 

Q.  Who  are  the  other  officers  of  the  company?  A.  William 
E.  Stevens,  secretary;  James  M.  Ballantine,  assistant  secretary; 
Mr.  Bostwick,  assistant  secretary. 

Q.  C.  B.  Bostwick?  A.  0.  B.  Bostwick.  E.  K.  Hubbard, 
comptroller.     Those  are  the  executive  officers. 

Q.  What  are  the  salaries  paid  to  the  officers  of  your  company? 
A.  The  president,  $36,000.  There  is  no  vice-president  at  present 
I  have  a  rough  memorandum.  Secretary,  $8,500 ;  first  assistant 
secretary,  $4,800 ;  second  assistant  secretary,  $3,500 ;  comptroller, 
$1,000 ;  actuary,  $4,000 ;  medical  directors,  $4,500  each. 

Q.  Have  you  never  had  a  vice-president  ?    A.  Yes,  sir. 

Q.  How  long  ago?    A.  Not  since  April,  1900,  I  think. 

Q.  Have  you  a  treasurer  ?    A.  We  have,  yes,  sir. 

Q.  Who  is  he?     A.  C.  H.  Stevens. 

Q.  What  is  his  salary  ?    A.  His  salary  is  $4,000. 

Q.  Eor  how  long  a  time  has  your  salary  been  $36,000?  A. 
Since  the  retirement  of  the  vice-president. 

Q.  What  was  it  before  that  ?    A.  Twenty-five  thousand  dollars. 

Q.  And  what  was  the  vice-president  paid?  A.  Fifteen  thou- 
sand dollars. 

Q.  Has  there  been  any  increase  of  salaries  since  1900  ?  A.  Yes, 
sir,  I  think  there  has  among  the  junior  officers. 
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Q.  Can  you  state  to  "what  extent?    A.  Well,  very  slightly. 

Q.  You  can  furnish  me  a  statement?  A.  I  can  furnish  an 
exact  statement. 

Q.  An  exact  statement  showing  the  salaries  for  a  period  of  five 
years  ?    A.  Yes. 

Q.  Have  you  any  relatives  employed  by  the  company?  A.  I 
have,  sir. 

Q.  Who  are  they  ?    A.  I  have  a  son  who  is  medical  director. 

Q.  What  is  his  name  ?    A.  Ebner  A.  Scott 

Q.  What  is  his  age  ?    A.  His  age  is  thirty-seven,  I  think. 

Q.  How  long  has  he  been  connected  with  the  company?  A. 
About  six  years. 

Q.  What  is  his  salary  ?    A.  Forty-five  hundred  dollars. 

Q.  Have  you  any  other  relative  connected  with  the  company? 
A.  I  have,  the  superintendent  of  agencies. 

Q.  Who  is  he  ?    A.  A  son. 

Q.  What  is  his  name  ?    A.  Edward  W.,  Jr. 

Q.  What  is  his  salary  ?     A.  Seventy-five  hundred. 

Q.  How  long  has  he  been  connected  with  the  company?  A. 
Since  1896. 

Q.  What  is  his  age  ?    A.  His  age  is  forty-one. 

Q.  Is  there  any  one  else  who  is  related  to  you  in  the  company  ? 
A.  I  have  a  nephew  who  is  cashier. 

Q.  How  long  has  he  been  cashier  ?    A.  About  five  years. 

Q.  What  is  his  salary  ?  A.  Fifteen  hundred,  I  thisk,  possibly 
eighteen  hundred,  I  will  not  be  positive  about  that. 

Q.  Any  one  else  ?    A.  E'o,  sir. 

Q.  Is  Mr.  J.  W.  Vrooman  superintendent?    A.  He  is,  sir. 

Q.  Does  that  mean  that  he  holds  a  general  managership,  or 
what  is  he  superintendent  of  ?  A.  He  has  that  title.  His  duties 
are  preparing  literature,  publishing  our  quarterly  paper,  and  such 
other  work  as  may  be  necessary. 

Q.  Have  you  any  relative  among  the  agents  of  the  company? 
A.  Yes,  sir,  I  have  two. 

Q.  Who  are  they  ?    A.  They  are  sons. 

Q.  What  are  their  names?     A.  Walter  E.  and  Wallace. 

Q.  What  is  your  son  Walter's  district  ?  A.  The  Metropolitan 
District. 

Q.  Does  that  include  the  entire  city  ?    A.  ISTot  exclusively. 

Q.  In  the  Borough  of  Manhattan  and  the  Bronx  ?    A.  Yes,  sir. 

Q.  What  commissions  are  paid  him  ?  A.  His  commissions  are 
sixty-five  graded. 
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Q.  What  do  you  mean  by  that?  A.  Sixty-fire  maximtun  and 
thirty-five  or  thirty  minimum,  according  to  the  class  of  policy. 

Q.  What  renewal  commission  has  he?  A.  Seven  and  one-half 
l>er  cent. 

Q.  For  hov7  long?    A.  Fifteen  years. - 

Q.  And  what  does  your  other  son  have  in  the  way  of  a  dis- 
trict ?  A.  He  has  the  Metropolitan  District.  They  are  not  to- 
gether. 

Q.  The  two  sons  are  two  Metropolitan  agents  ?    A.  Tes,  sir. 

Q.  What  is  the  name  of  your  other  son  ?     A.  Wallace. 

Q.  How  is  he  paid  ?     A.  By  commissions. 

Q.  At  the  same  rate  as  his  brother?  A.  Sixty-five  graded, 
yes,  sir. 

Q.  How  long  have  these  sons  been  employed  as  agents?  A. 
Since  I  took  the  company. 

Q.  Any  other  relative  employed  by  the  company  in  any  other 
way  than  these  you  have  named  ?     A.  No. 

Q.  I  notice  in  your  by-laws  there  are  three  standing  commit- 
tees, the  Finance  Committee,  Insurance  Committee  and  Audit- 
ing Committee.  It  states  the  Finance  Comimittee  ■  is  to  be  com- 
posed of  the  president  and  four  directors ;  the  Insurance  Commit- 
tee to  consist  of  the  president,  secretary  and  two  directors,  and  the 
Auditing  Committee  to  consist  of  three  directors.  Who  are  on 
your  Finance  Committee?  A.  Mr.  E.  0.  Lounsbury,  Timothy 
L.  Woodruff,  William  P.  Gilbert,  Charles  W.  Drake  and  my- 
self. 

Q.  Who  are  on  your  Insurance  Committee?  A.  George  C. 
Batcheller,  my  son,  Edward  W.,  Jr.,  and  William  E.  Stevens. 

Q.  Who  are  on  your  Auditing  Committee  ?  A.  You  will  ob- 
serve there,  Mr.  Hughes,  that  the  Auditing  Committee  can,  if 
they  elect,  appoint  an  auditor,  a  director  of  the  company. 

Q.  Instead  of  appointing  an  Auditing  Committee?  A.  YeSj 
sir. 

Q.  Has  that  power  been  exercised  ?     A.  It  has  been. 

Q.  So  that  you  have  an  auditor  instead  of  an  Auditing  Com- 
mittee ?     A.  Yes,  sir. 

Q.  Who  actually  audits  your  accounts?  The  auditor?  A. 
The  auditor. 

Q.  Mr.  E.  O.  Parker?  A.  No,  sir,  Charles  W.  Drake.  Mr. 
.Dralte  is  appointed  by  the  board. 

Q.  That  is  an  auditing  in  addition  to  the  regular  work  of  the 
auditor?     A.  Yes. 
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Q.  Have  you  any  other  auditing  except  that?  A.  We  have 
an  Auditing  Committee  which,  at  the  end  of  the  year  counts  the 
assets,  verifies  the  assets,  at  the  end  of  each  year. 

Q.  Does  your  Finance  Committee  actually  supervise  the  invest- 
ments of  the  company  ?     A.  They  do,  sir. 

Q.  Are  any  investments  made  in  advance  of  an'  authorization 
of  that  committee  ?     A.  Always  confirmed  subsequently. 

Q.  Well,  are  they  made  in  advance  of  authorization  ?  A.  N'o, 
sir,  no  investments  of  any  consequence. 

Q.  What  are  the  fees  of  directors  ?     A.  Ten  dollars  each. 

Q.  How  often  do  they  meet  ?     A.  Quarterly. 

Q.  Does  it  have  special  meetings  ?     A.  When  called. 

Q.  How  often  are  they  called  in  practice  ?     A.  Well,  seldom. 

Q.  How  often  practically  would  that  mean?     A.  Well,  sir,  I 

could  not  say.     Possibly  in  the  last  three  years,  possibly . 

The  Board  of  Directors  that  you  are  speaking  of  ? 

Q.  Yes.  A.  I  do  not  recall  that  there  has  been  a  special 
jneeting  of  the  Board  of  Directors. 

Q.  Do  the  oificers  get  directors'  fees  ?  A.  The  officers,  no 
sir. 

Q.  Do  the  committee  then  receive  fees?  A.  The  members  of 
the  Finance  Committee? 

Q.  Yes.     A.  They  do. 

Q.  What  amount?     A.  Five  hundred  dollars  a  year. 

Q.  Do  the  officers  get  that  additional  compensation  for  serving 
on  the  Finance  Committee?  A.  That  is  for  serving  on  the  Fi- 
nance Committee? 

Q.  I  mean,  do  the  officers,   apart  from  the  directors,  do  the 
,-aiaried  officers  get  that  additional  compensaticn  ?     A.  They  do, 
sir. 
,Q.  So  that  the  officers  who  are  members  ex-officio  of  the  Fi- 

iCnce  Committee  get  five  hundred  dollars A.  The  cifficers 

receive  nothing. 

Q.  That  is  what  I  want  to  get  at.  But  the  directors  who  are 
not  officers  and  who  serve  the  Finance  Committee  receive  five 
hundred  dollars  a  year?      A.  Yes,  sir. 

Q.  And  there  is  no  fee  per  meeting?    A.  No,  sir. 

Q.  When  were  you  first  requested  to  become  an  officer  of  this 
company  and  to  go  upon  its  board?     A.  I  think  in  October,  1896. 

Q.  Who  brought  the  matter  to  your  attention?  A.  A  repre- 
sentative of  F.  E.  Hadley,  of  Massachusetts. 
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Q.  This  company  was  originally  formed  by  Sliephard  Homans, 
was  it  not?     A.  Shephard  Homans. 

Q.  He  was  an  eminent  actuary?     A.  Actuary. 

Q.  How  long  did  he  remain  in  charge  of  the  company?  A. 
After  I  took  charge  of  the  company? 

Q.  ISTo,  from  the  time  of  its  organization.  A.  He  was  not  in 
charge  of  the  company  for  some  years  before  I  assumed  chargf; 
of  it,  just  how  many  I  cannot  say. 

Q.  Within  a  comparatively  short  period,  was  it  not?  A.  Well, 
perhaps  a  half  dozen  years. 

ME.  G-ILBEKT:    1893  or  1894,  Mr.  Hughes. 

Q.  Mr.  Gilbert  says  1893  or  1894.  A.  Well  perhaps  that 
was  it. 

Q.  Who  was  Mr.  Frank  K.  Hadley?  A.  Mr.  T.  K.  Hadley 
was  a  manufacturer  of  New  Bedford,  Massachusetts. 

Q.  Was  he  connected  with  the  New  Bedford  Spinning  Com- 
pany?    A.  Yes,  I  think  he  was. 

Q.  And  the  Bedford  Mills?     A.  I  think  he  was,  sir. 

Q.  In  what  capacity?     A.  I  think  he  was  president  or  treasurer. 

Q.  Did  he  fom  a  syndicate  for  the  purpose  of  purchasing  the 
stock  of  the  Provident  Savings?     A.  No,  not  to  my  knowledge. 

Q.  Did  he  himself  undertake  to  acquire  the  stock?      A.  Yes. 

Q.  That  was  at  what  time?     A.  In  the  fall  of  1896,  I  believe. 

Q.  From  whom  did  he  acquire  the  stock?  A.  He  acquire  1 
the  stock  from  the  stockholders  of  record  prior  to  December  22d, 
1896. 

Q.  How  much  stock  did  he  acquire?  A.  I  think  about  a 
thousand  shares. 

Q.  1,025  shares?     A.  1,025  shares. 

Q.  And  the  purchase  price  was  how  much?  A.  The  purchase 
price  was  $363,000  or  $364,000. 

Q.  How  did  he  raise  the  money  to  pay  for  the  stock?  A.  1 
am  not  entirely  familiar  with  that.  I  understood  that  he  bor- 
rowed $200,000  and  he  furnished  the  remaining  amount  himself. 

Q.  You  mean  he  boiTOwed  the  $200,000  on  the  1,025  shares  of 
the  Provident  Savings  as  collateral?     A.  Yes,  sir. 

Q.  From  whom  did  he  borrow  that  amount?  A.  The  Con- 
tinental Trust  Company. 

Q.  Who  acted  on  his  behalf  in  procuring  the  loan?  A.  1 
cannot  say  as  to  that  directly.      I  think  it  was  E.  A.  Dunham. 
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Q.  Did  you  have  anything  to  do  with  that?  A.  ITothing  what 
soever. 

Q.  Had  he  approached  you  with  the  idea  of  interesting  yoii 
in  the  company  prior  to  the  time  of  that  loan?  A.  Prior  to  the 
time  of  the  loan,  yes. 

Q.  In  contemplation  of  his  acquiring  the  control  of  the  com- 
pany?    A.  Yes. 

Q.  Was  Mr.  Dunham  interested  with  him  in  that  enterprise? 
A.  I  cannot  say  that  he  was.  He  was  associated  with  him  and 
represented  him  to  a  certain  extent. 

Q.  What  was  your  business  at  that  time?  A.  I  was  not  in 
business  at  that  time. 

Q.  Had  you  been  in  the  insurance  business?     A.  I  had. 

Q.  With  what  company?    A.    With  the  Equitable. 

Q.  In  what  capacity?  A.  I  was  with  the  Equitable  for  twenty- 
five  or  twenty-six  years  as  a  superintendent  of  agencies,  and  sub- 
t:equently  as  third  vice-president. 

Q.  When  did  you  sever  your  connection  with  the  Equitable? 
A.  In  January,  1896. 

Q.  And  so  between  January,  1896,  and  December,  1896,  you 
were  not  in  business?    A.  I  was  not  in  business. 

Q.  And  you  were  approached  by  Mr.  Hadley  when  he  con- 
templated buying  a  controlling  interest  in  the  Provident  Sav- 
ings?    A.  Yes,  sir. 

Q.  When  was  this  loan  from  the  Continental  procured?  A. 
Some  time  prior  to  January  22d. 

Q.  In  the  fall  of  the  year?    A.  In  the  fall  of  the  year. 

Q.  Shortly  before  December  22d  ?    A.  Possibly  a  few  days. 

Q.  You  have  said  that  Mr.  Hadley  furnished  the  residue  of 
the  purchase  price  ?    A.  Yes,  sir. 

Q.  That  would  be  $162,500?    A.  Yes. 

Q.  Did  he  put  up  that  money  or  borrow  it  ?    A.  I  do  not  know. 

Q.  Well,  as  a  matter  of  fact  you  knew  that  loans  were  out- 
standing to  Mr.  Hadley  amounting  to  $162,500?  A.  Not  at  that 
time,  sir. 

Q.  When  did  you  first  learn  that?  A.  That  was  subsequent  to 
his  getting  control  of  the  company.  - 

Q.  When  did  he  take  control  of  the  company?  A.  Twenty- 
second  of  December,  1896. 

Q.  In  what  way  was  his  taking  control  manifested?  A.  This 
transfer  of  the  stock  and  retirement  of  the  old  board  of  directors. 
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Q.  And  a  new  board  put  in?    A.  And  a  new  board  put  in. 

Q.  A  new  board  nominated  by  bim?    A.  In  part,  largely. 

Q.  What  was  tbe  size  of  tbe  board  at  that  time?  A.  Fifteen, 
T  think. 

Q.  And  how  many  did  he  nominate  or  secure  the  election  of? 
A.  All  with  the  exception  of  two. 

Q.  At  that  time  did  you  become  a  member  of  the  board?  A. 
I  did,  sir. 

Q.  Who  composed  the  new  board  as  constituted  on  the  22d 
of  December,  1896?    A.  Shall  I  read  you  the  names? 

Q.  Well,  if  you  will,  please.  A.  Henry  C.  Davis,  Stephen  B. 
Ashley,  Charles  E.  Brownell,  James  H.  Olyphant,  William  T. 
Gilbert,  E.  C.  Lounsbury,  Charles  W.  Drake,  Stephen  A. 
Brownell,  Thomas  H.  Borden,  Frank  S.  Grant  and  myself. 

:Q.  And  the  same  day  were  you  elected  president?  A.  I  was, 
sir. 

Q.  And  what  other  officers  were  elected?    A.  Secretary. 

Q.  Their  names,  please?  A.  William  E.  Stephen;  William  T. 
Gilbert  was  elected  counsel,  and  myself  as  president.  I  think 
those  were  the  only  ones. 

Q.  The  same  day  that  that  new  board  was  put  in  and  you  were 
elected  president,  did  the  company  loan  Mr.  Hadley  $37,500? 
A.  I  think  so,  sir. 

Q.  And  for  what  purpose  was  that  loan  made?  A.  That  I 
have  no  knowledge  of;  at  least,  I  do  not  recall. 

Q.  Was  it  not  made  to  take  up  a  check  that  Mr.  Hadley  had 
given  in  part  payment  of  the  stock?  A.  That  I  do  not  recall, 
it  was  a  collateral  loan  that  I  have  no  knowledge  of. 

Q.  Was  it  not  made  to  take  up  a  check  that  Mr.  Hadley  had 
given  in  part  payment  of  the  stock?  A.  Tliat  I  do  not  recollect; 
it  was  a  collateral  loan. 

Q.  Don't  you  know  that  Mr.  Hadley,  to  complete  his  pur- 
chase, had  given  a  check  for  $37,500  which  was  not  good,  and 
he  borrowed  thfe  money  from  your  company  to  make  that  good? 
A.  ISTo,  I  do  not. 

Q.  What  was  the  occasion  to  make  Mr.  Hadley  a  loan  of 
$37,500  as  soon  as  the  new  board  was  organized  ?  A.  Well, 
possibly  for  the  reason  that  you  state,  I  cannot  recall  that  that  was 
the  case. 

Q.  Well,  you  really  have  not  any  doubt  about  it,  have  you, 
Mr.  Scott?  A.  Well,  I  remember  very  well  the  loan  was  made 
hiim. 
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Q.  And  you  know  that  was  the  occasion  of  it  ?  A.  Not  to  take 
up  a  chedv  that  was  not  good. 

Q.  You  know  it  was  to  help  him  complete  the  purchase  of  the 
stock  ?    A.  Well,  possibly. 

Q.  ISTo  doubt  about  that?    A.  Well,  I  think  that  was  so. 

Q.  JSTow,  how  long  was  it  after  that A.  But  I  would  like 

to  state  right  here,  if  you  will  permit  me,  Mr.  Hughes  ? 

Q.  Certainly.  A.  I  have  not  refreshed  my  memory  on  any  of 
those  points. 

Q.  Well,  you  easily  could.  I  appreciate  that  of  course.  Was 
that  loan  made  to  him  in  cash  ?    A.  Yes. 

Q.  Currency  ?    A.  That  I  do  not  recollect. 

Q.  Was  not  a  special  messenger  hurried  off  with  the  amount? 
A.  I  cannot  say.     I  think  Mr.  Gilbert  can  prompt  me  on  that. 

MR.  GILBERT :    It  was  given  to  his  representative.  Price. 

Q.  To  Hadley's  representative,  Price,  to  help  him  complete 
his  purchase  of  the  stock  ?    A.  In  that  connection. 

Q.  That  was  December  22d,  1896.  ISTow,  on  January  4th, 
1897,  Tou  made  another  loan  to  Mr.  Hadley  of  $50,000,  did  you 
not  ?  A.  I  think  that  must  be  the  date.  I  do  not  question  that 
if  you  have  the  date  there. 

Q.  I  think  I  have  a  statement  of  your  loans  here;  $50,000 
Prank  E.  Hadley,  demand  note.  And  by  what  was  that  loan 
secui'cd  ?  A.  One  hundred  and  twenty-three  shares  of  State  Coal 
Company,  New  Bedford;  400  shares  Columbia  Spinning  Com- 
pany, New  Bedford;  633  shares  of  Lambert  Rope  Company,  New 
Bedford;  350  shares  of  Bennett  Manufacturing;  25  shares  of 
Mathison  Manufacturing  Company. 

Q.  All  that  collateral  which  you  have  mentioned  was  not  put 
up  for  that  particular  loan,  but  was  the  collateral  wl'ich  stood 
for  that  loan  and  other  loans  which  were  made  later,  is  not  that 
a  fact  ?    A.  January  4th,  $50,000 

Q.  I  am  coming  to  the  other  loans  in  a  minute.  I  am  ask- 
ing if  the  collateral  you  have  just  mentioned  was  not  the  col- 
lateral which  stood  for  the  loan  you  have  just  mentioned  and 
certain  other  later  loans  ?     A.  Well,  it  is  put  down  there. 

Q.  Mr.  Gilbert  informs  me  that  that  collateral  was  not  all 
put  up  at  the  time  that  loan  was  made,  but  was  to  cover  later 
loans  ?    A.  Well,  I  do  not  recall  that. 

Q.  On  February  13th,  1897,  another  loan  was  niade  |;o  Mv> 
Hadley  of  $50,000  ?    A-  Yes, 
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Q.  By  the  company,  against  wliicli  stood  the  same  collateral 
you  have  mentioned?    A.  Yes. 

Q.  And  on  Tehruary  15th,  1897,  another  loan  was  made  to 
Mr.  Hadley  of  $25,000  against  the  same  collateral?  A.  Yes, 
sir. 

Q.  As  a  matter  of  fact  those  three  loans  of  $125,000  against 
that  collateral  were  made  to  take  up  loans  which  Mr.  Hadley 
had  with  certain  JlSTew  England  banks  and  the  collateral  was 
taken  by  you  which  Mr.  Hadley  offered  ?    A.  Yes. 

Q.  And  those  loans  had  been  obtained  by  Mr.  Hadley  orig- 
inally to  help  him  buy  this  stock?  A.  I  have  no  knowledge, 
Mr.  Hughes,  of  where  Mr.  Hadley  obtained  the  $160,000  for 
which  in  all  probability  this  money  was  borrowed  to  refund  or 
repay,  but  I  have  no  knowledge  of  where  he  first  obtained  the 
$160,000. 

Q.  Well,  the  three  loans  aggregating  $125,000  made  in  Janu- 
ary and  February,  1897,  with  the  $37,500  which  had  been  loaned 
to  Mr.  Hadley  on  December  22d,  1896,  made  an  aggregate  of 
$162,500,  and  that  amount  was  advanced  to  Mr.  Hadley  by  the 
company  to  enable  him  to  take  up  loans  which  had  been  made 
to  purchase  the  stock?     A.  Undot^tedly. 

Q.  One  hundred  and  sixty-two  thousand  five  hundred  dollars 
having  been  obtained  in  this  way,  there  was  in  addition  $200,000 
obtained  on  the  stock  itself  as  collateral  from  the  Continental 
Trust  Company?    A.  Yes. 

Q.  And  that  $200,000,  plus  the  $162,500  made  up  the  total  pur- 
chase price  of  the  stock?    A.  Yes,  sir. 

Q.  With  certain  expenses  additional?     A.  Yes,  sir. 

Q.  The  purchase  price  of  the  stock  was  about  $358,000?  A. 
I  do  not  recall  just  the  exact  amount. 

Q.  There  was  a  little  margin  for  expenses,  was  there  not? 
A.  Three  hundred  and  sixty  thousand  dollars,  as  I  remember 
it. 

Q.  Has  the  company  ever  been  returned  that  $162,500?  A. 
It  has  not. 

Q.  Or  any  part  of  it?    A.  !N"o  part  of  it^ 

Q.  All  of  it  has  been A.  Yes,  but  not  a  very  consider- 
able amount. 

Q.  How  much  of  it  has  it  received?  A.  Well,  I  should  say 
$30,000. 

Q.  When  was  that  repaid?    A,  Some  time  subsequently. 
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Q.  How  long  subsequently?  A.  Well,  three  or  four  years, 
popsibly. 

Q.  Was  it  realized  out  of  the  collateral?  A.  Realized  out 
of  some  of  the  collateral. 

Q.  Was  anything  realized  out  of  the  rest  of  the  collateral? 
A.  No. 

Q.  So  that  to  the  extent  of  at  least  $130,000  this  was  a  dead 
loss  to  the  company?  A.  Yes.  I  am  speaking  in  round  fig- 
ures. 

Q.  Exactly,  and  was  charged  up  to  profit  and  loss?    A.  Yes. 

Q.  In  the  mantime  the  $200,000  loan  ran  along  with  the 
stock  of  the  Provident  Savings  Company  against  it  as  collateral 
in  the  Continental  Trust  Company?    A.  Yes,  sir. 

Q.  In  April,  1897,  the  Columbia  Spinning  Company  failed?  A. 
Yes. 

Q.  And  the  Bennett  mills?    A.  Yes. 

Q.  And  Mr.  Hadley  committed  suicide?  A.  Well,  that  I  can- 
not swear  to. 

Q.  Well A.  It  is  supposed  he  did. 

Q.  It  is  supposed  he  did.  At  all  events  there  v/as  a  general 
breakup  of  the  matter  in  which  he  had  been  financially  inter- 
ested?    A.  Completely. 

Q.  And  he  died?    A.  Yes. 

Q.  Now,  then,  the  Continental A.  Mr.  Hughes,  will  you 

allow  me  to  say  a  word  with  reference  to  that  collateral? 

Q.  Certainly.  A.  As  it  might  appear  that  that  collateral  was 
worthless  at  the  time  the  loans  were  made,  but  as  a  matter  of  fact 
it  was  not.  That  same  security  I  subsequently  ascertained,  and 
which  is  a  fact,  was  largely  held  by  banks  in  Boston  and  Provi- 
dence and  New  Bedford. 

Q.  And  New  York,  too,  was  it  not?  A.  Well,  to  that  extent 
that  we  had  it. 

Q.  No,  I  mean  outside  of  what  you  held,  was  not  some  held 
by  the  banks  of  New  York?  A.  Not  that  I  know  of,  sir.  And 
we  took  pains  to  ascertain  what  the  market  value  of  that  stock 
was  before  the  loans  were  made.  We  had  quotations.  We  had 
as  good  evidence  in  respect  to  the  value  of  that  collateral  at  the 
time  as  we  could  get,  and  which  appeared  satisfactory.  I  wish 
lo  add  that  that  class  of  stock  was  then  held  more  or  less  by 
New  England  life  insurance  companies,  and  I  can  give  you  a  list 
of  them  here  if  you  want  them. 
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Q.  Anything  you  desire  to  say,  Mr.  Scott A.  I  do  not 

care  to  put  this  in  evidence,  but  here  is  a  Massachusetts  com- 
pany that  has  the  Pontosock  Woolen  Company,  the  Massasoit 
Paper  Company. 

Q.  You  are  speaking  of  a  class  of  securities  ?    A.  Yes,  sir. 

Q.  Mill  securities?  A.  Yes,  sir.  It  was  not  an  exceptional 
loan. 

Q.  When  Mr.  Hadley  took  control  of  this  Provident  Savings 
Company  and  reorganized  the  Board  on  December  22,  1896,  and 
got  a  loan  the  same  day  of  $37,500,  vs^hich  v?as  given  to  his  mes- 
senger, did  he  supply  any  quotations  to  the  Board,  or  did  the 
Board  simply  rely  on  his  statement?  A.  I  think  in  that  regard 
the  Board  relied  on  the  statements  of  two  members  of  the  Board, 
two  trustees  who  were  friends  of  his. 

Q.  It  is  suggested  that  quotations  had  been  procured  for  the 
Continental  Trust  Company,  but  the  Continental  Trust  Company 
was  not  loaning  on  anything  but  the  stock  of  the  Provident  Sav- 
ings, as  I  understand  it.    A.  That  is  all. 

Q.  Now,  as  a  matter  of  fact,  of  course  our  object  is  —  we  want 

to  get  at  the  position  of  a  stock  ownership A.  Let  me  put 

in  one  word  there,  please.  You  have  not  asked  me  the  question 
why  I  associated  myself  with  Mr.  Hadley,  but  I  want  to  say 
that  I  took  great  pains  to  make  inquiries  regarding  Mr.  Hadley 
through  Alexander  and  Grreen,  Kidder,  Peabody  and  Company 
of  Boston,  and  through  other  financial  channels,  and  as  a  mat- 
ter of  fact  his  standing  at  that  time  was  A  1.  There  is  no  doubt 
about  that,  not  the  least.    But  his  misfortune  came. 

Q.  In  other  words,  the  community  at  large  was  not  acquainted 
with  the  actual  situation  of  the  enterprises  in  which  Mr.  Hadley 
himself  was  engaged,  and  the  facts  concerning  it  came  to  light 
a  few  months  later  at  the  time  of  their  failure  ?    A.  Precisely. 

Q.  But  probably  those  matters  were  not  unknown  to  Mr. 
Hadley?    A.  Well,  they  should  not  have  been. 

Q.  And  knowing  this,  Mr.  Hadley,  as  I  understand  it,  pro- 
ceeded to  acquire  ten  hundred  and  twenty-five  out  of  twelve 
hundred  and  fifty  shares  of  the  stock  of  the  Provident  Savings 
Company,  and  at  once  commenced  to  make  arrangements  for 
loans  of  $162,500  to  enable  him  to  take  up  the  amounts  which  he 
had  borrowed  in  order  to  buy  this  stock;  that  is,  the  amounts 
in  addition  to  this  loan  of  the  Continental  Trust  Company?  A. 
Well,  will  you  allow  me  to  say  a  word  there  on  that  point?    T 
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became  satisfied  that  other  loans  —  m  fact,  they  were  applied 
for,  and  perhaps  would  have  been  obtained  if  I  had  not  taken 
the  very  firm  ground  and  refused  to  advance  or  loan  any  more 
money  to  Mr.  Hadley  on  any  collateral  of  any  kind  or  nature; 
whatsoever 

Q.  When  was  that?  A.  That  was  very  shortly  following  the 
last  loan.  Indeed,  that  was  made  reluctantly,  but  my  associates 
on  the  Finance  Committee  were  outvoted  when  the  last  loan 
was  made.  And  an  application  for  a  subsequent  loan  came,  but  I 
refused  absolutely  to  consider  it,  or  a  loan  on  any  collateral  of 
any  kind  or  nature  whatsoever  from  that  source,  and  then  that 
was  the  end,  very  shortly  after. 

Q.  As  a  matter  of  fact,  through  the  making  of  these  loans, 
which  enabled  Mr.  Hadley  to  take  up  other  loans,  the  Provident 
Savings  Company  contributed  about  $130,000  toward  his  acqui- 
sition of  the  stock  ?     A.  It  was  a  loser  to  that  extent. 

Q.  Through  that  transaction  ?    A.  It  was  a  loss. 

Q.  Now  the  Continental  Trust  Company  after  a  time  put  the 
stock  of  the  Provident  Savings,  the  1,025  shares  upon  which  it 
had  loaned  $200,000,  up  for  sale  ?     A.  Yes,  sir. 

Q.  Through  Adrian  H.  MuUer  &  Sons  ?     A.  Yes,  sir. 

Q.  That  sale  took  place  July  28,  1897?    A.  Yes,  sir. 

Q.  -^t  public  auction?    A.  Yes,  sir. 

Q.  And  you  attended?    A.  I  did. 

Q.  You  bouglit  the  stock  ?    A.  I  did. 

Q.  You  bought  the  whole  of  it?    A.  I  did. 

Q.  At  what  price?     A.  $205,500. 

Q.  The  1,025  shares?    A.  Yes,  sir. 

Q.  And  you  borrowed  money  to  pay  for  it?  A.  I  did,  a  part 
of  it. 

Q.  What  amount  did  you  borrow?    A.  $180,000. 

Q.  From  what  concern  ?  A.  The  ITew  York  Security  and  Trust 
Company. 

Q.  And  who  enabled  you  to  procure  that  amount  ?  A.  Well,  I 
made  application  to  the. trust  company,  and  the  application  was  ac- 
cepted.   Indeed,  I  could  have  had  more  if  I  had  wanted  it. 

Q.  Who  stood  back  of  your  application?  A.  In  respect  of  in- 
dorsement ? 

Q.  In  respect  of  introduction  ?  A.  Mr.  John  A.  McOall  intro- 
duced me. 

Q.  How  long  had  you  known  him  ?    A.  About  thirty  years. 
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Q.  Do  you  know  Mr.  Horan  ?    A.  Yes. 

Q.  "Who  is  he?    A.  He  is  a  brother-in-law  of  Mr.  McCall's. 

Q.  "Was  he  put  in  as  copmtroller  of  the  Provident  Savings 
hince  you  became  president?    A.  JSTo,  sir;  some  time  subsequent. 

Q.  How  long  subsequent  ?    A.  I  cannot  say  exactly,  two  or  three 
months  perhaps. 

Q.  Before  you  made  this  purchase  ?    A.  ISTo,  sir. 

Q.  About  the  time  you  made  this  purchase?    A.  Afterward. 

Q.  How  long  was  that?    A.  I  should  say  two  or  three  months. 

Q.  Along  in  the  Fali  of  1S97  ?    A.  Toward  the  Tall;  yes,  sir. 

Q.  And  what  was  his  salary  ?    A.  I  can  give  you  the  exact  date. 

Q.  "What  was  his  salary?     A.  His  salary,  if  I  remember  cor- 
rectly, was  six  thousand  dollars. 

Q.  "What  was  your  salary  at  that  time  as  president?    A.  At 
that  time,  $18,000. 

Q.  And  did- 1  imderstand  that  any  of  your  sons  were  employed 
by  the  company  at  that  time?    A.  Yes. 

Q.  How  many  ?    A.  One. 

Q.  "Who  was  he  ?    A.  Superintendent  of  agencies. 

Q.  At  what  salary  ?    A.  Four  thousand  dollars,  I  think. 

Q.  How  long  did  Mr.  Horan  remain  connected  with  the  Provi- 
dent Savings  ?    A.  Until  about  the  1st  of  December,  1900. 

Q.  And  what  led  to  his  leaving  the  company  at  that  tinie?    A. 
He  went  to  Paris  in  the  service  of  the  1 ,  ew  York  Life. 

Q.  Where  were  the  offices  of  the  Provident  Savings  in  1897? 
A.  29  Broadway. 

Q.  "When  did  they  remove  from  29  Broadway?    A.  I  think  in 
the  Fall  or  in  the  Spring  of  1898. 

Q.  "What  led    them  to  remove?      A.  The    company  required 
larger  quarters. 
'     Q.  "Where  did  they  go  ?    A.  346  Broadway. 

Q.  The  New  York  Life  Building?    A.  The  New  York  Life 
Building,  yes,  sir. 

Q.  Why  did  they  go  there?    A.  Because  we  could  obtain  better 
facilities  than  we  could  elsewhere,  and  at  a  much  cheaper  rental. 

Q.  Is  any  other  person  connected  with  Mr.  McOall  or  any  other 
officer  of  the  New  York  Life  employed  by  your  company  ?    A.  No. 

Q.  How  long  did  your  loan  of  $180,000  remain  with  the  New 
York  Security  Company  ?    A.  Well,  it  was  gradually  reduced. 

Q.  By  payments  ?    A.  By  payments. 

Q.  Is  it  there  now?     A.  A  small  portion, 

Q.  What  portion  ?    A.  $50,000. 
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Q.  How  long  has  it  been  at  that  amount?  A.  About  six 
months. 

Q.  Has  the  company  made  you  any  loans?    A.  Wo,  sir. 

Q.  I  mean  the  Provident  Savings?    A.  Not  at  all,  sir. 

Q.  Not  at  all?    A.  Not  a  dollar,  sir. 

Q.  And  the  amount  of  the  loan  of  the  New  York  Security  &: 
Trust  Company,  I  suppose,  was  carried  forward  at  the  time  of 
the  consolidation  by  the  New  York  Trust  Company;  that  is  what 

you  mean  by  saying A.  Yes,  now  the  New  York  Trust 

Company. 

Q.  That  is  what  you  mean  by  saying  that  it  was  now  the  New 
York  Trust  Company?    A.  That  is  right;  yes,  sir. 

Q.  "Was  there  any  agreement  between  you  and  Mr.  Hadley 
that  if  he  obtained  control  of  the  company  he  was  to  make  you 
president?     A.  Yes,  that  is  it,  sir. 

Q.  Did  you  have  any  interest  with  him  in  the  stock  of  the 
company?     A.  None  whatever. 

Q.  Or  in  any  of  the  agreements  that  were  made  for  the  pur- 
pose of  acquiring  it?    A.  No,  sir. 

Q.  Do  you  know  whether  any  individuals  besides  Mr.  Hadley 
were  interested  in  the  acquisition  of  the  stock?  A.  I  do  not. 
I  may  say  this,  that  the  old  management,  the  old  directors  of  the 
company  made  it  a  condition  precedent  to  my  taking  the  presi- 
dency to  the  sale  of  the  stock. 

Q.  In  other  words,  when  Mr.  Hadley  approached  those  who 
were  interested  in  the  company  it  was  made  a  condition  that  if 
the  board  were  reorganized  and  the  management  changed,  the 
stock  should  be  bought.'  Did  I  understand  you  correctly?  A. 
With  a  management  satisfactory  to  the  old  board. 

Q.  They  would  not  sell,  in  other  words,  unless  you  were  made 
president  ?    A.  They  absolutely  refused. 

Q.  Who  were  those  who  were  interested  in  the  old  manage- 
ment with  whom  you  dealt  in  that  matter?  A.  Well,  really,  I 
do  not  think  that  I  can  recall  them  now. 

Q.  I  did  not  know  but  that  there  might  be  some  particular  in- 
terest you  had  in  mind?  A.  Well,  George  E.  Sheldon  was  a 
director;  Francis  Kobinson  —  I  really  would  have  to  get  the  list, 
Mr.  Hughes. 

Q.  Now,  Mr.  Hadley  got  control  on  December  22,  1896.  How 
long  after  that  time  was  it  that  his  irresponsibility  becamo 
known  ?    A.  Well,  I  think  in  April  following. 

Q.  April,  1897?    A.  Yes. 
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Q.  I  note  that  the  surplus  of  the  Provident'  SaTings  Life  In- 
surance Company  at  the  end  of  1895,  according  to  the  Blue  Book, 
was  $713,361,  and  at  the  end  of  1896  it  was  $492,340.  Do  you 
know  what  lead  to  its  falling  off  during  tke  years  preceding  your 
administration?  A.  Well,  there  would  be  a  charging  off  of 
$160,000. 

Q.  That  had  not  yet  been  loaned,  because  you  went  in  Decem- 
ber, 1896?    A.  No  —  1896;  no,  I  cannot  speak  of  that. 

Q.  Now  it  would  appear  from  the  Blue  Book  that  in  1880  the 
surplus  of  the  society  was  $97,678  and  that  was  built  up  to  $764,- 
947  at  the  end  of  1894  —  that  was  imder  Mr.  Homans'  manage- 
ment, as  I  understand  it?    A.  Yes,  sir. 

Q.  ISTow,  at  the  end  of  1896  the  surplus— $4.2,340;  it  now 
succeeded  Mr.  Homans  and  preceded  you?    A.  Mr.  Willard. 
Q.  Charles  E.  Willard?    A.  Yes. 

Q.  Now,  at  the  end  of  1896  the  surplus  —  $492,340;  it  now 
stands  at  the  end  of  1904  at  $751,767  ?    A.  Yes,  sir. 

Q.  What  gains  have  you  been  able  to  make  to  increase  the 
surplus  ?  What  class  of  gains  ?  A.  By  increasing  our  premiums. 
Possibly  you  will  understand  that  the  Provident  Savings,  is  a 
large,  or  at  least  the  greater  part  of  its  business  was  on  the  time 
plan,  which  contributed  low  premiums. 

Q.  Low  premiums,  small  reserves?  A.  Small  reserves,  yearly 
renewal  terms. 

Q.  Then  did  you  make  a  change  when  you  went  in?  A.  I  did. 
I  stopped  the  issuing  of  those  policies  absolutely. 

Q.  And  what  new  policies  did  you  issue?  A.  And  substituted 
ordinary  life  limited  payments  and  endowments. 

Q.  Now,  looking  at  the  results  of  1904  of  your  company,  I  find 
that  your  percentage  of  insurance  expenses  to  loading  was  122.47, 
that  your  percentage  of  investment  earnings  including  interest 
and  profit  and  loss,  as  compared  with  the  interest  required  to 
maintain  reserve,  241.50  per  cent.;  that  your  percentage  of  actual 
to  expected  mortality  was  98.43  per  cent.;  and  your  percentage 
of  reserve  and  return  on  surrendered  and  lapses  was  99.84  per 
cent.,  from  which  it  would  appear  that  your  gains  in  1904  were 
almost  exclusively  investment  gains?  A.  To  some  extent. 
Q.  Is  that  so  ?     A.  To  some  extent. 

Q.  It  would  appear  that  you  lost  on  loading  $263,293;  on 
mortality  $21,93&;  that  you  gained  from  the  rented  and  lapsed 
policies  $4,111,  which  would  show  on  these  three  itenis  of  insur- 
ance results  loss  of  about  $241,000.     Had  it  not  been  for  your 
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gains  on  investments  your  year  would  have  shown  a  considerable 

loss  of  surplus,  would  it  not?     A.  It  might. 

Q.  AVell,  it  evidently  from  that  —  the  figures  here  given  in 
minute  book  ai-e  correct?  A.  If  the  figures  in  the  Blue  Book  are 
correct.     The  figures  in  the  Blue  Bocik  are  not  correct. 

Q.  Here  I  have  the  figures  from  the  Wisconsin  Report,  your 
report,  which  perhaps  may  be  accepted  more  readily.  Loss  from 
loading,  $26.3,293.34;  gain  from  mortality,  $32,130.62;  loss  from 
annuities,  $10,192.40 ;  grain  from  the  rented  and  lapsed  policies, 
$411.21;  which  comes  to  about  the  same  thing  in  that  loss  on 

insurance  results,  so  that  it  would  appear  that  you  would  have 

A.  Wei],  one  of  the  principal  causes  for  the  apparent  reduction 
under  that  exhibit  in  surplus,  by  that  exhibit,  gain  and  loss,  is 
that  a  deduction  from  outstanding  premiums  in  1903  was  only 
$41,931,  whereas  in  1904,  although  the  outstanding  premiums 
were  greater  the  deduction  was  $9'9,451. 

Q.  What  is  the  explanation  of  that?  A.  Premiums  outstand- 
ing at  the  end  of  the  year  for  which  the  company  is  chajged  as  a 
loading. 

Q.  You  mean  that  there  Avas  a  larger  amount  of  non-ledger 
A.  Yes,  sir. 

Q.  assets  by  reason  of  an  increased  outstanding  and  un- 
paid premiums?  A.  Yes,  sir.  That  gain  and  loss  exhibit  never 
tallied  with  the  reports  we  turn  into  the  department.  I  suppose 
not  one  company  in  twenty-five  would  show  the  same  figures. 

Q.  What  did  you  say  the  deductions  were  in  1904?  A. 
$99,000— practically  $100,000. 

Q.   And  what  were  they  in  1903?     A.  $40,000. 

Q.  A  difference  of  about  $60,000?     A.  Nearly  $60,000. 

Q.  But  you  are  $240,000  to  the  bad  on  your  insurance  for  the 
year  1904,  taking  your  gains  or  the  results  on  loading,  on  mor- 
tality and  on  surrendered  and  lapsed  policies;  so  that  the  point 
still  remains  good  that  you  would  have  had  a  heavy  reduction  in 
your  surplus  had  you  not  had  investment  gains?  A.  Yes,  that  is 
quite  true. 

Q.  'Row  then,  let  us  look  at  the  investment  gains  so  that  we 
may  ascertain  just  what  they  consisted  of,  and  how  they  were  real- 
ized. Will  yovi  explain  that?  Was  it  a  gain  in  interest  or  a  gain 
through  taking  a  profit  on  sales?  A.  That  was  a  gain  in  interest 
and  profit  on  sales. 

Q.  What  was  the  profit  on  sales  for  1904?  A.  I  cannot  an- 
swer you  offhand. 


3630  Legislative  Insurance  Investigation, 

Q.  Well,  did  you  have  any  exceptionally  profitable  sales  in 
l&Oi?     A.  I  think  we  had  one  or  two. 

Q.  Do  you  remember  what  they  were?  A.  'No,  I  do  not.  I 
will  be  very  pleased  to  furnish  you  with  a  statement. 

Q.  Is  it  a  fact  that  for  a  period  of  years  your  gains  have 
been  investment  gains  rather  than  insurance  gains  ?  A.  Not 
altogether,  no  sir. 

Q.  If  you  take  from  the  year  1896  when  you  began  your 
administration  down  to  the  present  time  will  you  find  an  increase 
of  surplus  by  reason  of  gains  in  insurance?    A.  Yes  sir. 

Q.  Are  you  sure  of  that?  A.  I  think  so;  I  would  be  glad  to 
give  you  a  statement. 

Q.  Is  it  not  a  fact  that  the  gains  have  been  almost  exclusively 
from  investment  proceeds,  from  profits  on  transactions  in 
real  estate?  A.  Not  exclusively,  no  sir.  Now  on  that  point 
you  must  remember  that  the  company  still  has  quite  a  large 
outstanding  amount  of  term  insurance  on  which  the  premiums 
are  low  and  where  there  is  no  possibility  of  making  a  gain  on 
that  class  of  business.  It  became  necessary  in  1896  to  change 
the  plan  of  insurance  entirely,  absolutely  essential,  necessary  to 
do  it. 

Q.  Well,  why  was  it  ?  A.  Because  the  premiums  were  mostly 
from  term  policies  where  the  mortality  was  high,  the  selection 
on  that  class  of  business  is  always  against  the  company. 

Q.  Now  there  had  been  a  constant  insurance  gain  grow  dur- 
ing the  years  1885  to  1894,  if  I  am.  correctly  informed?  A.  Tliat 
change  of  business  was  made  at  a  very  hsavy  expense.  What 
i'i  our  premium  income  to-day?  It  is  over  $4,000,000,  as  against 
$1,900,000  in  1896. 

Q.  What  are  your  expenses?  A.  Our  expenses  —  I  am  very 
£.'lad  you  raised  that  point.  To  go  back  to  the  other  question: 
Tn  1896  the  admitted  assets  per  thousand  dollars  of  insurance 
in  force  was  $25.40;  the  legal  reserve  behind  every  thousand 
dollars  of  insurance  in  force  at  that  date  was  $15.51.  The 
next  year  it  was  $19,  the  following  year  $21,  $23,  $31,  $44, 
^52,  the  last  year  $68.70.  Instead  of  having  a  reserve  of 
■■?1, 200,000  behind  eight  millions  of  business  in  force,  we  have 
p;c)t  over  eight  millions  to-day  of  reserve.  Now  that  is  the  true 
tost  of  strength  and  security. 

Q.  Your  point  is  that  your  liabilities  due  to  your  reserve  are 
now  a  much  greater  ratio?    A.  Yes,  sir. 
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Q.  Tour  assets  —  than  they  were  at  the  time  you  began  your 
administration?     A.  Yes  sir. 

Q.  And  if  the  reserves  were  computed  in  the  same  manner 
as  it  was  then  your  surplus  would  show  a  very  large  increase? 
A.  A  very  much  larger.  My  policy  has  been  to  keep  this  com- 
pany on  an  even  keel.  It  has  been  extremely  hard  work  to  do 
it;  it  did  not  matter  to  me  whether  I  had  $300,000  of  surplus 
or  a  million;  the  essential  thing  that  was  to  be  done  was  to  get 
an  income,  and  we  have  done  it  —  we  have  done  it.  You  cannot 
fell  insurance  any  more  than  you  can  eggs  for  12  cents  and  pay 
13  for  them.  Insurance  is  nothing  more  or  less  than  a  com- 
mercial proposition — you  can  brush  away  all  the  technical 
features  of  it  and  you  come  right  down  to  a  business  proposition. 
I  should  be  very  glad  if  before  the  conclusion  of  my  examina- 
tion you  would  give  my  actuary  an  opportunity  of  explaining 
-he  technical  side  of  our  business. 

Q.  What  struck  me  was  this:  that  in  1904  you  would  have 
had  a  very  large  loss  if  you  had  not  offset  loading  by  your  gains 
through  investments,  and  the  gains  through  investments  seem 
to  be  through  the  realizing  of  a  profit  upon  sales.  Now,  of 
course  you  cannot  depend  upon  such  results,  really;  you  have 
got  to  have  your  insurance  on  such  a  basis  that  you  can  count 
upon  a  reasonable  margin  of  insurance  gains?     A.  Yes. 

Q.  And  I  wanted  to  know  whether  the  results  last  year  were 
illustrative  of  how  you  stood  in  prior  years  upon  your  actual 
insurance  gain.  It  would  appear  for  example  last  year  that 
outside  of  investments  there  was  a  matter  of  $240,000  gains 
v/hich  you  say  there  was  an  increase  of  a  reduction  of  $60,000, 
■'hich  would  leave  you  about  $180,000  and  your  surplus  would 
have  been  reduced  had  it  not  been  that  you  had  a  very  large  in- 
^  estment  gain  of  $350,000.  !N"ow  I  would  like  to  have  exact  fig- 
ures upon  this  so  that  we  will  not  be  misled  by  any  computation 
in  the  Blue  Book,  and  figures  for  earlier  years,  so  that  we  can  see 
j  list  what  the  course  of  your  business  had  been  as  indicated  by  in- 
SLirance  gain,  and  if  you  have  gains  from  investments  how  you 
have  made  those  gains.  Yoti  spoke  a  moment  ago  of  term  in- 
iurance.  What  reserve  is  required  against  term  insurance  ?  A. 
There  is  no  reserve  at  the  end  of  the  year.  There  is  a  half  year's 
reserve  in  the  middle  of  the  year. 

Q.  The  necessity  for  the  increase  in  your  reserve  is  due  to  the 
fact  that  you  have  been  writing  life  business  ?    A.  Yes. 
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Q.  And  endowment  business?  A.  Yes,  and  limited  payments. 
You  spoke  of  expenses  a  moment  ago 

Q.  Pardon  me  before  I  come  to  that.  You  can  have  I  sup- 
pose readily  made  up  a  statement  which  will  show  a  summary 
of  your  gains  and  losses  for  the  last  ten  years,  can  you  not,  so 
we  will  know  exactly  to  what  they  are  attributable  and  fellow  the 
course  of  your  business. 

THE  CHAIEMAN :  Before  you  get  at  that,  I  do  not  under- 
stand yet,  Mr.  Scott,  why  the  figures  which  you  gave  compara- 
tively small  sums  of  assets  and  reserve  indicated  anything  par- 
ticular, were  significant  at  all,  in  view  of  the  fact  your  business 
was  almost  entirely  term  insiirance  which  required  so  little  re- 
serve and  so  little  of  assets. 


THE  WITNESS:    Yes.  '    r-, -:  -- -  -       '- 

THE  CHAIEMAJST:  Where  the  significance  of  those  figures 
in  1896  is  as  constituting  the  condition  of  the  company's  busi- 
ness ?  A.  I  think  I  can  answer  that  by  saying  that  in  1896,  65 
per  cent,  of  the  total  insurance  was  low  rate  term  insurance, 
whereas,  to-day  instead  of  65  it  is  15. 

Q.  Well,  but  you  computed  the  amount  of  assets  and  amount 
of  reserve  per  thousand  of  outstanding  insurance?     A.  Yes,  sir. 

Q.  You  state  that  it  was  a  very  significant  fact  that  from 
then  to  now  there  had  been  an  agreeable  change.  I  don't  under- 
stand why  your  bases  need  be  so  significant  —  why  the  company 
may  not  have  been  in  excellent  condition  then  on  that  statement; 
since  so  large  a  portion  of  your  business  was  term  insurance  it 
liianifestly  requires  neither  so  much  assets  or  reserve.  A.  The 
reserve  in  1896,  Mr.  Chairman,  was  $1,243,000,  that  is  the  legal 
I'cserve  required  at  the  end  of  1904,  it  was  $6,951,000. 

Q.  You  do  not  argue  that  that  simple  fact  means  that  the  com- 
])any  to-day  is  better  than  it  was  in  1896,  necessarily?  A.  I  mean 
to  say  that  it  is  in  that  respect  five  times  stronger. 

Q.  Its  liabilities  may  be  five  times  or  ten  times  greater?  A. 
More  legal  reserve  is  liability. 

Q.  Legal  reserve  is  liability  ?  A.  But  you  have  it  there  to  meet 
your  requirements,  the  loss  requirements. 

Q.  I  misunderstood  you.  There  is  no  need  of  going  into  it 
deeply  unless  Mr.  Hughes  cares  to.  A.  For  instance,  if  we  had 
today  the  1896  reserve,  we  should  be  insolvent  for  five  millions 
(.if  dollars. 
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Q.  Of  course,  because  the  reserve  measures  the  amount  of  your 
present  lia,bility  ?    A.  Yes. 

Q.  But  if  you  had  the  insurance  on  the  basis  that  it  was  had 
in  1896  you  would  calculate  the  reserve  in  the  light  of  the  risk 
you  were  carrying?  A.  Yes,  and  if  we  had  carried  that  class 
of  business  the  company  would  never  have  seen  1900. 

Q.  That  is  a  matter  of  deduction  ?     A.  At  the  same  ratio. 

Q.  The  measure  of  your  success  apart  from  what  you  may 
have  distributed  to  policyholders,  is  what  you  have  accumulated 
over  and  above  what  is  the  present  value  of  your  liabilities  ?  A. 
Yes,  sir. 

Q.  Now,  if  you  are  writing  term  insurance  which  requires  a 
very  small  reserve,  and  you  have  a  surplus  of  a  million  dollars, 
how  are  you  any  worse  off  than  if  you  are  writing  insurance 
which  requires  a  large  reserve,  and  you  have  a  surplus  of  a 
million  dollars?  A.  Because  you  have  not  the  premium  income 
to  pay  your  losses. 

Q.  You  have  your  premium  income,  and  against  that  you 
have  your  disbursements,  and  you  have  certain  liabilities  ? 

THE  CHAIEMAN" :  It  depends  upon  the  amount  of  the  pre- 
mium. 

THE  WITNESS:  On  the  term  basis  you  see  you  have  four- 
teen dollars  per  thousand;  at  the  same  age  on  the  ordinary  life 
or  twenty  payment,  you  have  premiums  of  twenty-five  dollar.';. 
Now,  is  the  company  better  off  with  twenty-five  dollars  in  its 
pocket,  than  with  fourteen,  to  meet  increasing  mortality  ? 

BY  MR.  HUGHES: 

Q.  I  should  suppose  a  man  with  twenty -five  dollars  in  his 
pocket  who  owes  twenty-five  dollars  was  no  better  off,  not  as 
well  off,  than  a  man  with  eleven  dollars  in  his  pocket  who  owed 
ten.  A.  But,  when  you  paid  out  twenty  of  the  twenty-five  on 
the  limited  payment  policy  you  also  wipe  out  the  reserve  liability 
of  perhaps  fifteen  in  the  one  case  and  three  dollars  and  fifty 
cents  in  the  other. 

Q.  I  don't  think  you  will  be  able,  Mr.  Scott,  to  show  us  that 
the  margin  that  you  have  taken  into  consideration  what  you  may 
be  able  to  distribute  to  your  policyholders  in  gains  over  and  above 
the  measure  of  your  liabilities,  is  the  real  test  of  your  success  as 
an  insurance  company.     The  fact  that  you  accumulate  risks  and 
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increase  what  you  owe,  does  not  necessarily  show  that  you  are  suc- 
cessful. A.  Well,  I  should  be  very  happy  to  furnish  you  that 
statement  and  make  it  as  clear  to  you  as  possible.  I  want  to  say, 
if  you  will  permit  me,  that  you  have  not  asked  me  the  question 
and  perhaps  I  should  not  volunteer  it — ^but  when  this  company 
had  sixty-five  per  cent,  of  its  total  in  term  insurance,  what  was  its 
mortality,  and  what  is  its  mortality  to-day?  Ninety-seven  per 
cent,  against  one  hundred  and  twenty. 

Q.  In  other  words  the  mortality  is  high  on  term  business? 
A.  It  is. 

Q.  According  to  your  experience?  A.  How  long  can  a  com- 
pany exist  with  a  mortality  at  that  rate  ? 

BYTHEOHAIEMAN": 

Q.  Why,  Mr.  Scott,  granted  your  bases  are^  right  of  mortality, 
rate  and  cost  of  insurance,  is  there  any  reason  why  a  company 
cannot  do  term  insurance  as  well  as  ordinary  life  insurance  ?  A. 
There  never  has  been  a  term  company  in  existence  that  has  suc- 
ceeded. 

Q.  Is  there  any  reason  why?  A.  Because  they  don't  get  the 
money  to  pay  the  losses. 

Q.  Then  their  computations  are  wrong?  A.  Of  course  tJiey 
are. 

Q.  Then,  if  the  computation  is  right,  term  insurance  is  just 
as  legitimate  and  can  be  carried  on  just  as  practically  ?  A.  You 
must, have  an  adequate  rate. 

Q.  You  must  have  your  bases  right,  and  with  your  bases  right 
all  else  is  right?  A.  Certainly,  if  you  adjust  both  sides  of  the 
account. 

Q.  So  that  term  insurance  in  itself  is  not  a  matter  necessarily 
to  be  stopped — term  insurance  in  itself?  A.  Well,  I  have  had 
a  very  unhappy  experience  with  it. 

THE  CHAIEMAN:  That  is  evidently  the  case.  There  is 
something  the  matter  with  your  computation,  I  should  think 

BY  MR  HUGHES : 

Q.  What  proportion  of  your  business  is  term  insurance?  A. 
Fifteen  per  cent. 

Q.  What  proportion  of  your  business  is  deferred  dividends? 

MR  GILBERT:  I  think  Mr.  Scott  did  not  understand  your 
last  question  about  term  insurance. 
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Q.  What  were  you  speaking  of,  Mr.  Scott  ?    A.  The  yearly  re- 

newaible  term  is  fifteen  per  cent,  of  the  whole.  Then  we  have 
anothair  term  of  policy,  which  I  think  there  is  about  three  million 
of  in  force. 

Q.  What  sort  of  term  policy  is  that?  A.  That  is  a  different 
class,  yearly  renewable  term  policy. 

Q.  Does  that  constitute  all  your  term  instirance?  A.  The  low 
rate  term,  yes,  sir. 

Q.  Now,  I  notice  that  the  amount  of  your  insurance  in  force  at 
tie  end  of  1904  was  $108,189,148  ?     A.  Yes,  sir. 

Q.  And  the  amount  of  your  insurance  in  force  at  the  end  of  1899 
was  $107,040,100.  It  would  appear  that  in  the  years  1900  to  1904 
inclusive  your  new  business  amounted  to  about  $165,000,000. 
Now,  how  can  you  account  for  the  fact  that  writing  in  five  years 
$165,000,000  of  new  business,  your  insurance  in  force  has  fallen 
off  between  five  and  six  million  dollars  ?  A.  The  lapses  that  year 
perhaps  were  abnormally  high  while,  as  I  have  said,  the  tenn  in- 
surance has  decreased  from  65  per  cent,  of  the  total  to  15  per  cent. ; 
that  would  account  for  fifty  million  dollars. 

Q.  How?     A.  That  one  item. 

Q.  How  ?  You  are  writing  new  business  in  the  last  five  years 
of  $165,000,000,  and  your  insurance  decreases  over  five  millions 
in  the  same  period,  which  shows  that  $170,000,000  have  gone  off 
your  books  since  the  1st  of  January,  1900.  Now,  what  is  the  ex- 
planation of  that?  A.  Well,  there  is  one  item  of  fifty  million 
dollars  in  the  term  insurance.  There  is  perhaps  seven  millions 
can  be  accounted  for  by  death;  quite  a  proportion  in  paid  up  in- 
surance and  surrender  values. 

Q.  Well,  now,  let  us  see.  Now,  let  us  take  death  claims  paid  in 
those  five  years  amount  to  about  seven  millions — seven  or  eight 
millions — you  say  ?     A.  Yes. 

Q.  Your  surrendered  policies — I  have  not  the  figures  for  those. 
Have  you  ?     A.  No,  I  have  not,  I  will  get  them  for  you. 

Q.  About  a  million  dollars  paid  out  on  surrendered  policies 
in  the  five  years,  a  little  over  a  million  dollars.  Would  that  give 
you  any  clue  to  the  amount  of  the  insurance  represented  ?  A.  No, 
sir. 

Q.  You  see  these  are  a  very  small  part  of  the  $170,000,000. 
Now,  it  would  appear  that  there  has  been  a  great  amount  of 
lapsing  in  your  company,  unusually  so,  wouldn't  it  ?  Or  would  it  ? 
A.  Well,  I  don't  know  that  it  would  be  particularly  high  in  com- 
parison. 
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Q.  Have  you  any  data  which  -will  show  the  persistency  of  your 
policies  ?     A.  I  can  furnish  that  to  you, 

Q.  Have  you  anything  here  which  will  give  that?  A.  Just 
make  a  note  of  that.     (To  Mr.  Gilbert.) 

Q.  Which  will  show  the  ordinary  ratio  of  lapses  and  expira- 
tions that  you  have  ?     A.  We  wilFhave  that  for  you. 

Q.  If  we  were  to  go  back  to  the  beginning  of  your  adminis- 
tration in  1897  and  add  three  more  years,  we  should  have  an 
additional  amount  of  something  over  one  hundred  millions  of  in- 
'.urance  written,  the  outstandirig  bufsiiics-;  at  the  end  of  1S!I6  was 
$80,174,000  and  the  outstanding  insurance  as  I  have  said  at  the 
end  of  1894  is  $101,189,000 ;  so  there  has  been  a  gain  of  aboiit 
twenty  million  dollars?     A.  Twenty-one  millions  of  dollars. 

Q.  Yes;  twenty-one  millions;  between  1896  and  1895.  ISTow, 
the  expenses  of  your  company  at  the  end  of  1896  or  for  1896 
were  $662,000  by  the  Blue  Book  and  $1,684,000  in  1904  ?  A. 
The  Blue  Book  is  incorrect,  Mr.  Hughes.  The  Blue  Book  con- 
tains an  item  of  expense  of  $200,000  which  ought  not  to  be  there. 

Q.  What  was  the  expense  for  1896  in  reality?  A.  Let  us  see 
if  I  can  tell  you.     The  insurance  expense,  $1,402,896. 

Q.  What  is  your  total  expense  for  1904  ?  A.  The  total  insur- 
ance expense  ? 

Q.  All  your  expenses  ?     A.  You  add  taxes  to  that,  sir. 

Q.  The  total?  A.  Then  there  is  an  item  in  that  Blue  Book. 
I  might  explain  it  here,  of  $80,000  that  is  put  in  as  an  expense. 

Q.  I  wanted  to  get  the  grand  total. 

THE  CHAIKMAN:  Is  the  witness  in  error?  Is  he  giving 
the  expenses  for  1904  ? 

ME.  HUGHES :    He  gave  expenses  for  1904. 

THEWITITESS:    1904. 

Q.  Well,  now,  give  us  the  total,  if  you  will,  of  all  your  ex- 
penses of  1904  ?     A.  Including  taxes  and  everything  ? 

Q.  Including  everything.     A.  That  I  have  not  here. 

Q.  You  have  given  insurance  expenses  of  $1,400,000?  A. 
Yes. 

Q.  What  were  your  expenses  for  the  year  1896  ?  A.  That  T 
have  not. 

Q.  What  is  the  earliest  year  that  you  have?  A.  That  I  have 
not  at  all. 
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Q.  Hare  you  any  year  earlier  than  1904?  A.  Not  here,  no 
sir. 

Q.  Well,  it  would  appear  that  your  expenses,  according  to  the 
Blue  Book,  were  from  about  $662,000  in  1896,  to  $1,600,000  in 
1904.     A.  "Well,  we  have  been  doing  a  much  larger  business. 

Q.  But  it  does  not  stay?  A.  Well,  we  show  a  gain  there  of 
$21,000,000. 

Q.  Yes,  but  that  gain  of  $21,000,000— but  between  1896  and 
1899  there  was  a  gain  of  $27,000,000,  and  since  1899,  you  have 
fiillen  off.  A.  You  take  the  premiums,  Mr.  Hughes,  you  will 
find  that  in  1904  they  are,  I  think,  more  than  double  what  they 
were  in  1896  on  the  premium  income. 

Q.  Premium  income  is  given  here  in  1896  as  $2,148,000,  and 
in  1904,  $3,659,000.     A.  That  shows  a  gain. 

Q.  It  wo\ild  appear  that  in  1900  your  premium  income  was 
$3,421,000,  and  your  expenses  in  that  year  $1,200,000 ;  that  your 
premium  income  in  1904  was  $3,659,000,  and  your  expenses  $1,- 
684,000,  or  a  gain  in  income  of  $230,000,  and  an  increase  in  ex- 
penses of  over  $400,000.  Can  you  explain  that?  A.  Well,  T 
say  there  is  an  item  there  of  $80,000  that  is  put  in  as  an  expense, 
when  in  fact  it  is  the  payment  of  an  instalment  policy. 

MR.  HUGHES :  I  think  it  would  be  well  for  you  to  make  up 
a  comparative  statement  of  your  expenses  so  that  we  can  see  how 
they  have  ranged  through  these  years  in  view  of  the  fact  that  this 
is  not  accurate  according  to  your  judgment. 

Q.  This  is  a  statement  from  your  report  of  your  liabilities, 
surplus  and  expenses?  A.  I  do  not  think  it  came  from  our 
office. 

Q.  You  will  prepare  a  statement,  if  you  please,  showing  the 
business  which  you  have  written  by  years  from  1896,  and  the 
premiums  received  during  the  same  period  by  years,  and  your 
income  from  other  sources,  and  the  amounts  that  you  have  paid 
out  on  death  claims,  or  in  the  way  of  dividends  or  surrender  values, 
and  the  amount  of  your  expenses  and  net  increases  in  your  busi- 
ness so  that  we  will  have  authoritative  information  upon  those 
2)ointa^     A.  I  shall  be  very  pleased  to  do  it. 

Q.  You  have  prepared  a  statement  of  legal  retainers?  A.  Yes, 
sir. 

Q.  That  is  complete.     A.  It  is,  sir. 

ME.  HUGHES:  I  will  have  it  marked  for  identification, 
(Statement  marked  JSTo.  673  for  identification.) 
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Q.  You  have  Had  a  regular  counsellor,  Mr.  Scott.     A.  Yes,  sir. 
Q.  Upon  a  salary?     A.  Yes,  sir. 
Q.  Mr.  Gilbert?     A.  Yes,  sir. 

Q.  Attending  to  your  regular  legal  business?     A.  Yes,  sir. 
Q.  His  compensation  is  not  included  in  tbis  statement  of  legal 
retainers,  is  it?     A.  ITo,  sir. 

ME.  GILBEET:  I  put  it  down  at  tbe  bottom,  Mr.  Hughes. 

Q.  I  see.  Mr.  Gilbert,  from  December,  1896,  to  January, 
1898,  $6,000  per  annum;  from  January,  1898,  to  January  1st, 
1900,  $7,500  per  annum;  from  1900  to  date,  $10,000  per  annum. 
In  addition  you  have  disbursed  moneys  from  time  to  time  as  they 
might  be  required.  I  see  under  date  of  January  18,  1898,  you 
retained  Mr.  Andrew  Hamilton  for  preliminary  term  matters; 
what  Avas  that  matter?  A.  That  was  in  connection  with  prelimi- 
nary term  policy. 

Q.  In  what  way  was  he  retained?  A.  I  think  he  visited  two 
or  three  of  the  State  Insurance  Departments;  the  preliminary 
valuation  was  introduced  about  that  time. 

Q.  That  is  to  say,  to  permit  your  company  to  write  a  policy 
which  for  the  first  year  would  be  treated  as  a  term  policy?  A. 
Yes,  sir. 

Q.  And  then  could  continue  an  ordinary  life  or  endowment 
policy  as  the  case  might  be?     A.  Yes,  sir, 

Q.  Eelieving  you  from  the  necessity  of  having  reserve  the  first 
year?     A.  Precisely. 

Q.  And  what  insurance  department  did  he  visit  on  that  matter? 
A.  I  think  he  visited  Illinois,  Kansas,  Vermont. 

Q.  I  find  on  January  12,  1899,  Andrew  Hamilton,  prelmi- 
nary  term  matter  —  what  was  that  ?  A.  Well,  that  was  in  connec- 
tion—let me  see— 1898 — 1899 

Q.  Eighteen  ninety-nine?  A.  That  would  be  in  connection 
with  the 

Q.  Same  matter?     A.  Same  matter. 

Q.  I  find  in  IS'ovember  30,  1900,  Andrew  Hamilton,  $2,500 
preliminary  term  matter?     A.  Sam.e. 

Q.  And  January  3,  1901,  another  item,  preliminary  term  mat- 
ter?    A.  The  same. 

Q.  Was  he  engaged  on  that  for  some  time?  A.  Well,  at  odd 
periods,  yes,  sir. 

Q.  Here  is  another  payment,  May  1,  1901,  preliminary  term 
matter,  payment  of  $500.     Were  tlicse  all  preliminary  term  mat- 
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ters?  A.  Well,  I  think  you  will  find  a  charge  there,  or  a  payment 
rather,  in  connection  with  the  tax  case. 

Q.  That  is  a  different  thing;  that  I  am  coming  to;  but  these 
items  paid  out?     A.  Those  are  all  the  same. 

Q.  All  the  same  class  of  transaction?     A.  All  the  same. 

Q.  That  is  not  a  description  intended  to  cover  anything  else? 
A.  No,  sir. 

Q.  Now  it  appears  that  Mr.  Hamilton  was  retained  in  a  tax 
case.  What  was  that  case?  A.  That  was  a  big  case  that  we 
brought  to  recover  taxes  under  the  act  of  1901  for — I  may  have 
the  date  wrong. 

Q.  That  was  a  tax  on  premiums  ?    A.  A  tax  on  premiums. 

Q.  The  question  is  whether  the  law  was  retroactive?    A.  Yes. 

Q.  You  had  paid  the  department  the  premiums  collected  prior 
to  the  enactment  of  the  law?    A.  Precisely. 

Q.  And  you  brought  a  suit  to  recover  back  the  payments?  A. 
Yes,  sir. 

Q.  On  the  ground  that  the  act  was  prospective?    A.  Entirely. 

Q.  And  you  retained  Mr.  Hamilton  as  counsel?  A.  We  re- 
tained first  Mr.  E.  McCall.  When  he  went  on  the  bench  Mr. 
Hamilton  was  substituted. 

Q.  How  did  you  come  to  retain  Mr.  McCall?  A.  Well,  Mr. 
McCall  did  some  legal  services  for  us  prior  to  that.  Nothing 
of  any  particular  moment  or  consequences;  I  consulted  him  when 
that  measure  became  a  law  and  he  possibly  gave  the  opinion  it  was 
not  retroactive.    I  instructed  him  to  go  ahead  with  the  case. 

Q.  Did  you  have  any  contigent  arrangements  with  him?  A. 
No,  sir,  none  whatever. 

Q.  Did  you  have  any  contingent  arrangement  with  Andrew 
HamiTton?    A.  No,  sir,  absolutely  none. 

Q.  Did  you  know  that  the  New  Yonk  Life  had  a  contingent 
arrangement  with  Mr.  Hamilton?    A.  I  did  not  until  subsequently. 

Q.  Did  you  know  it  before  the  testimony  in  this  case?  A.  Well, 
I  had  heard  of  it. 

Q.  Did  you  know  that  your  case  was  looked  upon  as  a  test 
case?  A.  No,  sir.  Eight  there  let  me  say  that  I  consulted  no 
other  ofiice,  no  company  in  regard  to  the  matter.  I  took  the 
initiative  on  my  own  account. 

Q.  Now,  what  did  it  cost  your  company  without  any  con- 
tingent payment  and  dealing  independently  to  get  the  decision 
in  that  Provident  Savings  Life  case  that  the  law  was  not  retro- 
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active — how  mucli  did  you  pay  in  lawyers'  fees?  A.  Well,  I 
should  say  about  $4,000. 

Q.  All  told?  A.  I  should  think  so;  possibly  I  am  wrong;  I 
know  it  is  a  very  small  amount. 

Q.  The  items  are  all  in  this  schedule,  and  when  you  make 
your  arrangement  with  Mr.  McOall  and  the  latter  continued  it 
with  Mr.  Hamilton,  now  was  it  on  any  other  than  the  ordinary 
terms  on  which  a  lawyer  is  engaged  to  put  in  a  reasonable  bill? 
A.  No,  sir. 

Q.  There  was  no  specified  amount?     A.  No,  sir. 

Q.  You  paid  a  retainer  in  the  first  instance?    A.  Yes. 

Q.  And  then  you  paid  the  bill  that  was  rendered  ?    A.  Yes,  sir. 

Q.  And  that  was  the  end  of  it?    A.  Yes,  sir. 

Q.  And  you  got  your  money  back  from  the  State  Depart- 
ment?   A.  Yes,  sir. 

Q.  And  you  conducted  the  entire  litigation  through  all  the 
courts?    A.  Yes,  sir. 

Q.  And  you  established  a  precedent  determining  the  construc- 
tion of  that  law?    A.  Yes,  sir. 

Q.  And  the  whole  cost  to  your  company  was  inside  of  $4,000? 
A.  Well,  possibly  $5,000. 

Q.  Did  anybody  or  any  company  bear  any  part  of  that  ex- 
pense?   A.  Any  other  company? 

Q.  Yes.    A.  Not  to  my  knowledge. 

Q.  Did  you  have  any  arrangement  with  any  person  or  com- 
pany by  which  they  should  bear  any  part  of  your  expense?  A. 
No  company  or  person. 

Q.  Did  you  receive  anything  from  any  other  company  in  any 
way  for  conducting  the  litigation  which  would  help  to  reimburse 
you?    A.  Not  one  cent. 

Q.  Entirely  independent  matter?     A.  Absolutely. 

Q.  All  your  affair?  A.  Yes,  sir.  I  will  not  be  positive  about 
that  payment,  sir. 

Q.  Well,  if  you  or  your  counsel,  to  have  the  record  right 

A.  I  am  speaking  from  memory. 

Q.  If  you  will  just  have  the  record  right  before  we  adjourn, 
run  over  this  itemized  statement  of  legal  expenses  and  tell  me 
what  the  total  really  is  that  you  expended  to  get  that  decision  or 
for  the  legal  services  required  to  get  it,  I  should  be  obliged. 

(Mr.  Gilbert  figures  it  up.) 

MK.  HUGHES :  Mr.  Gilbert  says  the  total  was  $4,000. 


Testimony  of  Edward  W.  Scott.  3641 


THE  WITNESS :    Very  accurate  guess. 

MR  HUGHES:  How  much  was  paid  to  Mr.  McCall? 

MR.  GILBERT :  One  thousand  dollars  retainer. 

MR.  HUGHES:  How  much  was  paid  to  Mr.  Hamilton? 

MR.  GILBERT:  Three  thousand  dollars. 

Q.  Did  you  have  any  interview  with  any  one  connected  with 
the  New  York  Life  which  led  you  to  place  the  matter  in  the 
hands  of  either  Mr.  McO'all  or  Mr.  Hamilton?  A.  No,  sir,  I 
did  not. 

Q.  Did  you  have  any  interview  with  any  one  connected  with 
any  insurance  company  or  call  your  attention  to  the  impropriety 
of  charging  that  tax  upon  back  premiums  —  was  that  original 
with  you?    A.  Entirely  so,  so  far  as  I  am  concerned. 

Q.  Yes,  I  mean  so  far  as  you  are  concerned. 

Q.  Your  action  in  contesting  that  construction  of  the  law  was 
not  induced  by  the  attitude  of  any  other  insurance  official?  A. 
It  was  never  suggested  to  me,  sir. 

Q.  You  took  that  up  as  a  concern  of  your  company,  and  em- 
ployed counsel  and  paid  them,  and  carried  it  through,  and  you 
never  had  any  connection  with  any  other  company?    A.  No,  sir. 

Q.  Or  any  arrangement  with  anybody?     A.  No,  sir. 

Q.  How  long  was  it  after  that  was  conducted  to  its  termination 
that  you  heard  that  the  New  York  Life  was  paying  counsel,  or 
had  some  arrangement  to  pay  counsel,  upon  a  contingent  basis  if 
that  tax  matter  was  successfully  conducted  ?  A.  I  cannot  say 
when  I  did.  Shortly  before  I  saw  the  published  proceedings  here 
in  reference  to  it. 

Q.  "Well,  this  year  then?     A.  Yes,  this  year, 

THE  CHAIRMAN :  The  committee  to-morrow  will  probably 
meet  in  the  Common  Council  chamber,  at  the  other  end  of  the 
building.  The  committee  desires  to  place  upon  the  record  its  let- 
ter of  December  9th,  to  District  Attorney  Jerome,  transmitting 
a  certified  copy  of  the  testimony  of  Mr.  Ryan  and  requesting  his 
procedure  against  Mr.  Ryan  for  his  refusal  to  answer  the  ques- 
tions; the  reply  of  District  Attorney  Jerome,  dated  this  day, 
fetating  that  he  reached  the  conclusion  that,  as  matter  of  law, 
Mr.  Ryan  should  answer  questions  propounded,  although  on  fii-st 
consideration  their  materiality  might  appear  doubtful,  and  hay- 
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ing  reached  that  conclusion,  he  sent  for  Mr.  Cravath,  and  upon 
informing  Mr.  Cravath  of  his  opinion  Mr.  Oravath  assured  him 
that  Mr.  Eyan  would  appear  and  testify  without  further  pro- 
cecdiiigs ;  and  a  statement  of  Mr.  Cravath  transmitted  to  the  com- 
uiittee  by  his  secretary  that  Mr.  Ryan  would  appear  before  the 
committee  and  testify  at  the  convenience  of  the  committee. 
Those  letters,  Mr.  Stenographer,  will  go  on  the  record. 

The  letters  referred  to  are  as  follows : 

STATE  OF  NEW  YORK 
JOINT  COMMITTEE  OF  THE  LEGISLATURE, 

Senate  Assembly 

Wm.  W.  Armstrong,  Chairman,         James  T.  Rogers, 
William  J.  TuUy,  Robert  Lynn  Cox, 

Daniel  J.  Riordan,  William  W.  Wanple, 

Ezra  P.  Prentice,  Secretary, 
John  McKeown. 

Counsel 
James  McKeen,  40  Wall  Street, 
Charles  E.  Hughes,  96  Broadway. 

OfSc©  of  the  Secretary, 
52  Broadway,  ISTew  York,  December  9,  1905, 

Hon.  WILLIAM  TRAVERS  JEROME, 
District  Attorney's  Office, 
Centre  &  Franklin  Streets, 
New  York  City. 
My  Dear  Sir: 

At  the  direction  of  the  Legislative  Insurance  Investigating 
Committee,  I  transmit  herewith  a  certified  copy  of  the  testimony 
of  Mr.  Thomas  F.  Ryan,  taken  before  that  committee  on  the  8tli 
day  of  December,  1905,  and  a  copy  of  the  resolution  pursuant  to 
which  the  committee  was  appointed. 

You  will  notice  that  Mr.  Ryan  has  refused  to  answer  certain 
questions  deemed  pertinent  and  relevant  by  the  committee.  At 
the  direction  of  the  committee,  I  request  you  to  take  proceed- 
ings against  Thomas  F.  Ryan  under  the  appropriate  sections  of 
ihe  Code  to  punish  him  for  his  refusal  to  answer. 

Respectfully, 
(Signed)  EZRA  P.  PRENTICE, 

Secretary, 


Testimony  of  Edward  W.  Scott.  3643 

DISTRICT  ATTOENEY'S  OFFICE, 
County  of  New  York, 

December  11th,  1905. 
Wm.  Travers  Jerome,  District  Attorney. 

Hon.  William  N.  Armstrong,  Chairman  Joint  Committee  of  the 
Legislature,  New  York  City. 

My  Dear  Sir:  I  beg  to  acknowledge  receipt  of  a  communica- 
tion of  December  9th  from  the  Joint  Committee  of  the  Legisla- 
ture, in  relation  to  the  refusal  of  Thomas  F.  Ryan  to  answer  cer- 
tain questions  asked  him  by  your  counsel  in  the  course  of  your 
investigation. 

After  considering  the  resolution,  a  copy  which  you  enclose  me, 
and  the  minutes  of  the  stenographer,  I  reach  the  conclusion,  that 
as  a  matter  of  law  Mr.  Ryan  should  answer  the  questions  pro- 
pounded to  him,  although,  on  first  consideration,  their  materiality 
might  appear  doubtful.  Believing,  however,  that  the  object  of 
your  committee  in  calling  my  attention  to  the  matter  was  to 
secure  the  testimony,  rather  than  the  prosecution  of  Mr.  Ryan, 
I  sent  for  Mr.  Ryan's  counsel,  Mr.  Paul  D.  Cravath,  and  informed 
him  that  in  my  opinion  Mr.  Ryan  ought  to  answer  the  questions 
propounded  to  him.  In  infer  from  what  Mr.  Cravath  said  that  Mr. 
Ryan's  refusal  to  answer  sprang  from  a  disinclination  to  repeat 
what  he  deemed  private  conversation,  rather  than  from  a  desire  to 
deprive  your  committee  of  the  benefit  of  any  knowledge  possessed 
by  him. 

I  am  satisfied  from  my  talk  with  Mr.  Cravath  that  if  you  will 
recall  Mr.  Ryan  he  will  abide  by  my  decision  on  the  point  of  law 
involved,  and  testify  as  to  the  matters  to  which  he  has  heretofore 
refused  to  testify. 

Respectfully, 

WILLIAM  TRAVERS  JEROME, 

District  Attorney. 

The  committee  then  adjourned  until  10.30  a.  m.,  December  12, 
1905. 


COUNCIL   CHAMBEE, 

City  Haxl,  New  York  City. 

December  12,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

THOMAS  E.  EYAN,  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Eyan,  at  the  hearing  on  Friday  you  testified  that  Mr. 
E.  H.  Harriman  desired  to  share  the  purchase  of  the  Equitable 
stock  with  you  and  that  you  refused.  The  question  was  then 
asked :  "  What  did  Mr.  Harriman  say  to  you  in  connection  with 
the  matter?"  That  question  I  now  repeat?  A.  Mr.  Chairman, 
1  t'ust  the  committee  will  understand  my  motives  in  not  answer- 
ing the  question  when  I  was  on  the  stand  before,  and  I  do  not 
wish  the  committee  to  understand  that  I  meant  any  disrespect;  I 
wished  to  preserve  their  confidence,  but  I  did  not  wish  to  answer 
the  question  until  I  was  satisfied  that  I  would  be  obliged  to  answer. 

THE  CHAIEMAW:    I  think  we  understand  it. 

THE  WITNESS:  As  the  District  Attorney  has  determined 
that  I  shall  answer  the  question  I  shall  give  my  best  recollection 
of  the  conversation. 

THE  CHAIEMAN:    That  is  all  we  desire. 

THE  WITNESS:    Your  question,  Mr.  Hughes,  please. 

Q.  The  question  that  I  put  to  you  before  was  what  did  Mr. 
Harriman  say  to  you  in  connection  with  the  matter  and  in  an- 
swering I  should  be  very  glad  if  you  will  state  fully  what  was  sai-"! 
and  done.  A.  Immediately  after  my  purchase  of  the  Equitable 
btock  Mr.  Harriman  called  on  me  and  had  a  conversation — we 
liad  several  conversations  during  the  few  days  following  the  pur- 
chase, and  one  of  those  conversations  was  in  the  presence  of  my 
counsel;  Mr.  Eopt  and  Mr.  Cravath.     Some  of  the  coyversatjons 
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were  over  the  telephone.  Mr.  Harriman,  as  near  as  I  can  remem- 
ber, said  that  as  he  had  devoted  a  large  amount  of  time  and  work 
to  the  Equitable  situation  I  should  not  have  come  into  the  situa- 
tion without  consulting  him  and  as  I  had  bought  Mr.  Hyde's 
stock  he  demanded  that  I  should  share — let  him  share  in  the  pur- 
chase and  have  an  equal  voice  in  the  management.  He  also  ob- 
jected to  the  trustees — objected  to  having  the  stock  trusteed,  but 
finally  said  if  I  would  allow  him  to  share  in  the  purchase  and  in 
the  management  and  would  allow  him  to  name  two  trustees  with 
Mr.  Cleveland,  Judge  O'Brien  and  Mr.  Westinghouse,  that  he 
would  assent  to  my  plans.  He  also  said  that  he  did  not  think  that 
I  could  carry  out  my  plans  without  his  aid.  I  said  that  I  had  de- 
termined in  the  interest  of  the  policyholders  of  the  Equitable  and 
in  the  public  good  to  divest  myself  of  all  control  of  the  Equitable, 
and  while  I  desired  very  much  the  co-operation  of  Mr.  Harriman 
and  all  other  large  financial  interests,  the  task  would  be  a  hard 
one,  and  I  regretted  very  much  to  have  his  opposition,  but  that 
I  could  not  give  up  my  intention  to  trustee  that  stock,  and  as 
I  had  made  up  my  mind  to  it  as  soon  as  I  purchased  that  whether 
I  had  his  opposition  or  not  I  was  going  to  try  to  carry  .out  that 
plan. 

Q.  The  purchase  was  effected  by  you  on  Friday  the  9th  of 
June  ?     A.  I  don't  remember  the  date,  Mr.  Hughes. 

Q.  It  was  a  Friday,  was  it  ?  A.  The  deal  was  completed  late 
on  Friday. 

Q.  Friday  appears  to  have  been  the  9th  of  June.  A.  There 
was  an  agreement  reached  on  Thursday  night  or  early  Friday 
morning,  but  no  papers  signed. 

Q.  It  was  on  Friday  afternoon  that  Mr.  Morton  was  elected 
chairman  of  the  boai^  ?    A.  It  was. 

Q.  When  did  you  first  hear  from  Mr.  Harriman  in  regard  to 
the  matter  ?  A.  I  think  I  had  a  conversation  with  Mr.  Harriman 
on  Friday. 

Q.  On  Friday  the  same  day  this  took  place?  A.  But  I  did 
not  tell  Mr.  Harriman  I  had  bought  the  stock. 

Q.  Well,  what  was  that  conversation?  A.  Well,  Mr.  Harri- 
man wanted  to  know — I  think  he  suspected  I  was  in  the  Equitable 
situation  in  some  way — I  had  very  little  to — it  was  a  short  con- 
versation, and  it  was  the  following  Monday  or  Tuesday 

Q.  Then  did  you  have  another  interview  with  him  on  Satur- 
day?   A.  xTo,  sir. 
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Q.  Was  this  interview  with  him  an  interview  at  your  office  or 
his  office  ?  A.  It  was  an  interview,  I  think,  at  my  office — In  fact, 
I  know  it  was  at  my  office. 

Q.  The  first  interview  ?    A.  Yes. 

Q.  That  was  before  Mr.  Harriman  knew  you  had  bought  the 
stock  ?    A.  Yes,  and  I  did  not  tell  him  at  that  interview. 

Q.  At  that  interview  you  did  not  tell  him  what  your  plans  were  ? 
A.  No. 

Q.  And  the  conversation  was  a  general  one  ?    A.  General  one. 

Q.  And  the  next  time  he  saw  you  did  he  see  you  alone  ?  A.  I 
don't  remember,  Mr.  Hughes,  whether  he  saw  me  the  next  time 
with  Mr.  Koot  and  Mr.  Cravath  or  alone. 

Q.  When  did  he  see  you  with  Mr.  Root  and  Mr.  Cravath  ?  A.  I 
think  it  was  either  Monday  or  Tuesday. 

Q.  The  following  Monday  or  Tuesday?  A.  The  following 
Monday  or  Tuesday. 

Q.  And  where  did  that  interview  take  place?  A.  That  took 
place  in  my  office. 

Q.  And  then  was  the  matter  that  you  have  stated  fully  dis- 
cussed ?    A.  It  was. 

Q.  Were  all  these  things  that  you  have  said  that  Mr.  Harri- 
man said  brought  up  at  that  interview  ?    A..  Most  of  them. 

Q.  When  Mr.  Eoot  and  Mr.  Cravath  were  present?  A.  They 
were. 

Q.  Did  you  at  the  first  interview  with  Mr.  Harriman  after  you 
had  bought  the  stock  tell  him  of  your  intention  to  hand  it  over 
to  trustees  ?    A.  You  mean  on  Friday. 

Q.  No,  the  next  interview  after  the  purchase  had  been  com- 
pleted?   A.  Yes,  sir. 

Q.  Did  you  tell  him  who  the  trustees  were  ?    A.  I  did. 

Q.  That  had  already  been  publicly  announced?  A.  Yes,  sir. 
I  wrote  Mr.  Cleveland  a  letter — in  fact,  the  three  letters  went  on 
Friday  afternoon — ^Friday  night,  were  published  in  the  papers  on 
Saturday  morning. 

Q.  You  say  that  Mr.  Harriman  said  that  he  had  devoted  so 
mtich  time  to  the  matter — did  he  say  in  what  way  ?  A.  Well,  in 
trying  to  straighten  out  the  Equitable  affairs ;  he  was  on  the  Frick 
Committee ;  he  was  a  director  of  the  company. 

Q.  Did  he  tell  you  what  he  desired  to  accomplish  by  being  in- 
terested in  the  purchase  of  the  stock  ?    A.  'No,  sir. 

Q.  Did  )ie  advance  any  reasons  why  you  should  allow  him  an 
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interest  in  the  purchase  ?  A.  No  further  than  I  have  stated  as 
I  remember. 

Q.  You  have  said  that  he  desired  to  participate  in  the  man- 
agement. What  was  said  between  you  as  to  the  management 
of  "the  company?  A.  There  was  nothing  special  said  about  it, 
Mr.  Hughes. 

Q.  Well,  did  he  say  anything  as  to  the  policy  which  should 
be  adopted  by  the  company?     A.  Wo,  sir. 

Q.  Or  by  the  managers?     A.  No,  sir. 

Q.  What  did  you  tell  him  precisely  as  to  the  plan  that  you 
had  for  the  management  of  the  company?  A.  I  told  him — I 
stated  to  him  the  way  I  proposed  to  work  out  the  transaction. 

Q.  And  did  he  object  to  that  ?  A.  Yes,  he  objected  to  having 
— thought  I  was  making  a  mistake  to  have  the  stock  trusteed. 

Q.  Did  he  tell  you  why  he  thought  that  was  a  mistake?  A. 
No.  It  ended  there. 

Q.  Was  it  at  the  interview  when  Mr.  Root  and  Mr.  Cravath 
were  present  that  he  suggested  a  desire  to  name  two  trustees? 
A.  It  was. 

Q.  Were  those  two  trustees  to  be  in  addition  to  the  three  ^ 
A. .  They  were  to  be  in  addition  to  the  three. 

Q.  Did  he  say  what  he  expected  to  be  able  to  accomplish  by 
nominating  two  additional  trustees?     A.  He  made  no  special — 

Q.  What  did  he  say  in  that  connection  ?  A.  He  simply  said — • 
he  simply  demanded  that  he  should  have  the  right  to  name  two 
trustees. 

Q.  And  also  what  part  of  the  stock?  A.  My  impression  now, 
Mr.  Hughes,  is  that  he  wanted  half. 

Q.  He  wanted  half  of  the  stock  and  the  right  to  name  two 
trustees?     A.  Yes,  sir. 

Q.  What  did  he  say  to  you  which  would  indicate  a  reason  why 
he  thought  you  should  give  him  half  the  stock  and  the  nomina- 
tion of  two  trustees?  A.  For  the  reason  that  he  had  been  in 
the  Equitable,  had  been  a  director,  he  had  been  trying  to  work 
out  —  settle  the  diiBculties  through  the  Frick  .Committee.  I 
concluded  that  was  the  reason — that  was  the  only  reason  he  as- 
signed. 

Q.  He  wanted  a  part  of  the  control — that  was  the  substance 
of  it?     A.  That  was  the  substance  of  it. 

Q.  And  he  was  not  satisfied  that  the  control  should  be  ex- 
clusively in  your  hands  or  in  the  hands  of  tnistees  nominated  by 
you?     A.  I  so  understood  it. 
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Q.  Now  you  said  that  he  told  you  that  you  would  not  be 
able  to  carry  out  your  plan  against  his  opposition.  What  op- 
position did  he  say  he  would  give?  A.  He  said  his  whole  in- 
fluence would  be  against  me. 

Q.  What  sort  of  influence  did  he  mention?  A.  I  don't  know 
as  he  mentioned  any  special  influence. 

Q.  Didn't  he  say  that  his  political  influence  would  be  against 
you?     A.  Yes. 

Q.  Did  he  tell  you  what  sort  of  political  influence  he  would 
urge  against  you?     A.  He  did  not. 

Q.  Did  he  mention  any  names?     A.  He  did  not. 

Q.  Did  he  refer  to  the  Legislature  ?  A.  He  referred  to  prob- 
able legislative  action  or  action — said  that  the  Legislature  would 
probably  take  action. 

Q.  Did  he  say  what  sort  of  action  it  would  probably  take? 
A.  ISTo,  he  did  not. 

Q.  Did  he  say  whether  it  would  be  in  legislation  or  investi- 
gation? A.  No.  I  think  my  recollection  is  that  he  said  legis- 
lative action— some  legislative  action. 

Q.  Well,  now,  can  you  state  the  substance  of  what  he  said — 
how  did  he  put  that  with  regard  to  legislative  action?  A.  ' 
think  he  said  that  legislative  action  would  probably  result  and 
that  his  influence  for  or  against  me  would  be  important. 

Q.  Did  he  tell  you  that  if  you  acceded  to  his  request  his  influ- 
ence would  be  thrown  in  your  favor?  A.  That  was  plain  that  it 
would  be. 

Q.  That  was  plain.  And  he  told  you  that  if  you  did  not  di- 
vide the  control  with  him  that  his  influence  would  be  thrown 
against  you?  A.  He  said  his  whole  influence  would  be  against 
me. 

Q.  And  that  there  would  probably  be  legislative  action?  A. 
Yes,  there  might  be  legislative  action. 

Q.  Now,  in  what  event  —  I  want  to  get  this  as  precisely  as  pos- 
sible —  in  what  event  did  he  say  there  would  be  legislative  ac- 
tion ?  A.  Well,  the  air  was  full  of  talk  about  legislative  action  at 
that  time,  Mr.  Hughes. 

Q.  In  that  interview?  A.  No,  I  mean  the  atmosphere  about 
insurance  companies ;  not  in  that  interview  —  I  would  not  put  it 
that  way. 

Q.  Did  he  refer  to  th«  political  influence  that  he  would  exert 
at  the  interview  at  which  Mr.  Eoot  and  Mr.  Cravath  were  pres- 
eint?     A.  My  recollection  is  that  he  did. 
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Q.  Did  lie  refer  to  the  probability  of  legislative  action  aL  that 
interview  ?     A.  He  did. 

Q.  Did  lie  say  anything  about  the  probability  of  legislative  ac- 
tion in  the  event  that  you  gave  him  a  share  of  the  purchase  ?  A. 
m. 

Q.  Then  his  mention  of  legislative  action  was  in  connection 
with  your  refusal  to  grant  his  request?  A.  Well,  I  tried  to  put 
th^t  as  I  recollect  it,  Mr.  Hughes.  It  was  that  in  the  event  of 
legislative  action  that  his  influence  would  be  important  for  or 
against  me. 

Q.  In  the  event  of  legislative  action  his  influence  would  be 
important  for  A.  Might  be. 

Q.  Might  be  important  for  or  against  you.  Did  he  explain 
how  his  inflvience  would  be  important  ?     A.  JSTo,  he  did  not. 

Q.  Did  you  say  anything  to  him  in  regard  to  that?  A.  ISTo,  I 
did  not  pay  any  attention  to  it. 

Q.   You  did  not  ask  him  why  it  would  be  important?     A.  i^o. 

Q.  Didn't  he  tell  you  in  substance  that  if  you  did  not  meet  his 
wishes  in  the  matter  there  would  probably  be  legislative  action  ? 
A.  Xo,  he  did  not  say  that. 

Q.  Didn't  he  tell  you  that  if  you  did  not  meet  his  wishes  or 
permit  him  to  have  a  share  of  the  stock  that  his  political  influence 
would  be  thrown  against  you  ?     A.  Xot  in  those 

Q.  Xot  in  those  words,  but  in  substance  ?  A.  I  understood 
that  his  entire  influence,  whether  political,  financial  or  otherwise, 
would  be  against  me. 

Q.  If  you  did  not  yield  to  his  request  —  that  was  it,  wasn't  it  ? 
A.  That  was  my  understanding. 

Q.  And  tl.iat  included  whatever  influence  he  was  able  to  exert 
directly  or  indirectly  to  bring  about  legislative  action?  A.  I 
would  not  say  that,  Mr.  Hughes. 

Q.  But  he  told  you  that  his  influence  was  important  and  would 
be  important  in  case  there  was  legislative  action  ?    A.  Yes,  sir. 

Q.  That  is  the  substance  of  it  ?    A.  Yes. 

Q.  And  you  understood  fully  that  in  refusing  to  meet  his 
wishes  you  were  taking  the  chance  of  whatever  opposition  ho 
could  bring  to  bear  upon  you  ?    A.  In  any  direction. 

Q.  And  with  that  understanding  you  did  refuse  ?    A.  I  did. 

Q.  And  you  told  him  that  you  intended  that  the  management 
of  the  Equitable  should  be  entirely  independent  ?    A.  I  did. 
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Q.  Independent  of  what?  A.  Independent  of  me  and  every- 
body else. 

Q.  Independent  of  you  and  independent  of  him  ?     A.  Yes. 

Q.  Why  were  you  not  willing  to  have  Mr.  Ilarriman  name 
two  trustees  to  go  in  with  Mr.  Cleveland,  Judge  O'Brien  and 
Mr.  Westinghouse ?  They  would  have  been  a  minority?  A. 
That  is  true,-  Mr.  Hughes,  but  I  was  determined  to  carry  out  — 
I  was  determined  to  try  to  carry  out  the  plans  that  I  had  formed. 

Q.  You  did  not  want  Mr.  Ilarriman  as  a  partner  in  that  enter- 
prise ?    A.  I-  did  not  want  anybody  as  a  partner. 

Q.  ISTow,  is  there  anything  that  you  recall  that  you  have  said 
that  Mr.  Ilarriman  told  you  that  was  not  told  you  in  the  presence 
of  Mr.  Eoot  and  Mr.  Cravath  ?  A.  I  do  not  recollect.  We  had 
several  interviews. 

Q.  The  whole  matter  was  gone  over  then ?  A.  The  purport  of 
all  the  interviews  was  about  the  same  as  the  interview  we  had 
with  Mr.  Cravath  and  Mr.  Eoot. 

Q.  And  subsequently  you  had  other  interviews  when  Mr.  Ilar- 
riman and  you  were  alone?  A.  I  think  the  next  two  interviews 
were  over  the  telephone. 

Q.  Did  you  have  any  other  interviews  after  the  interview  when 
Mr.  Eoot  and  Mr.  Cravath  were  present  at  his  office  or  at  your 
office  ?    A.  ISTo,  I  think  not. 

Q.  And  what  were  these  interviews  over  the  telephone  ?     A. 

Q.  To  find  out  whether  you  had  changed  your  mind  ?  A.  Yes, 
to  find  out  whether  I  had  changed  my  mind ;  and  finally  over  tlio 
telephone  I  told  him  there  was  no  use  talking  about  the  matter 
any  more,  that  I  would  not  change  my  mind,  and  there  the  in- 
cident ended. 

Q.  Did  he  repeat  anything  he  had  said  to  you  at  this  interview 
when  Mr.  Eoot  and  Mr.  Cravath  were  present  about  the  conse- 
quences of  your  refusal  ?  A.  No,  not  that  I  remember,  over  the 
telephone. 

Q.  I  asked  you,  on  Friday,  this  further  question:  "Did  Mr. 
Harriman  say  there  would  be  any  results  injurious  to  your  in- 
terest in  case  you  refused  to  admit  him  to  share  in  the  owner- 
ship ?  "  I  will  repeat  that  question.  A.  Mr.  Ilarriman  said  that 
his  entire  influence  would  be  thrown  against  me. 

Q.  Including  his  political  influence  and  financial  influence  ?  A. 
Well,  I  included  his  political 

Q.  Well,  he  mentioned  the  word  political,  did  he  not  ?  A.  Did 
at  one  interview. 
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Q.  At  this  interview  wlien  Mr.  Eoot  arid  Mr.  Cravath  were 
present?     A.  Yes. 

Q.  And  in  connection  with  your  refusal  to  sell  the  stock?  A. 
Yes. 

Q.  I  will  ask  you  the  further  question  that  I  put  on  Friday: 
"  Now,  did  he  say  that  any  action  on  the  part  of  the  Legislature 
or  any  official,  and  officer  of  the  government,  would  be  taken  in 
the  event  you  would  refuse  to  accede  to  his  request  ? "  A.  He 
did  not. 

Q.  I  also  asked  you  this  question:  "  You  said,  well  I  told  Mr. 
Harriman  that  I  wanted  to  be  free  and  did  not  want  any  partners 
in  the  transaction.  Q.  Did  you  tell  him  why?  A.  My  prin- 
cipal reason  was  that  I  wanted  to  make  this  trust  deed  in  my 
own  way.  Q.  Did  you  tell  him  that?  A.  I  did.  Q.  What  did 
he  say  to  that  ? "  That  question  was  not  answered.  A.  "Well,  I 
do  not  specifically,  Mr.  Hughes  —  I  do  not  remember  what 
he  said. 

Q.  What  he  said  has  been  covered  by  your  statement  already  ? 
A.  It  has  been  covered  by  my  previous  answer. 

Q.  I  also  asked  you  "  Did  he,"  that  is  Mr.  Harriman,  "  say 
whether  or  not  he  was  willing  to  put  it,"  referring  to  the  stock, 
"  in  trust  ?  "  A.  He  finally  agreed  —  proposed  if  I  would  accedes 
to  his  wishes  in  allowing  him  to  become  an  owner  of  the  stock 
and  name  two  trustees,  that  he  would  agree  that  it  should  go  in 
trust. 

Q.  Did  Mr.  Harriman  tell  you  in  substance  that  he  did  not; 
propose  to  have  anybody  own  the  Equitable  stock  or  the  control 
of  it  without  his  having  an  interest  in  it  ?  A.  Well,  I  should  not 
like  to  say  that,  Mr.  Hughes.  The  conversation  between  Mr. 
Harriman  and  me  was  rather  strenuous  sometimes. 

Q,  Well,  I  mean  whether  that  was  the  substance  of  his  re- 
marks? A.  I  do  not  think  he  intended  anybody  to  come  into  the 
Equitable  situation  if  he  could  help  it. 

Q.  By  the  Equitable  situation  you  mean  the  control  of  the 
stock?     A.  Yes. 

Q.  You  have  now  stated,  Mr.  Hyan,  that  all  that  took  place  be- 
tween you  and  Mr.  Hamman  with  reference  to  the  Equitable  stock 
and  hi^  desire  to  acquire  a  portion  of  it  with  you?  A.  To  the  best 
uf  my  recollection,  yes,  sir. 

Q.  And  after  that  time,  I  refer  to  the  few  days  immediately  sue- 
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feeding  your  purchase  from  Mr.  Hyde,  have  you  had  any  furthei' 
interviews  with  him  about  it  ?     A.  ISTot  that  I  remember. 

Q.  The  matter  has  not  been  brought  up  again?  A.  Since  the 
purchase  of  the  stock? 

Q.  Yes.     A.  ^0. 

Q.  I  understand  you  completed  the  purchase  on  the  9th  of  June 
and  the  trust  deed  was  executed  about  the  15th  of  June  and  that 
these  interviews  took  place  during  the  intervening  period?  A. 
Yes. 

Q.  And  since  that  time  nothing  has  been  said  or  done  about  it 
between  you  and  Mr.  Harriman  ?     A.  IsTo. 

Q.  And  I  think  you  said  the  other  day  that  nobody  else  had 
tried  to  obtain  any  part  of  the  stock  either  at  that  time  or  subse- 
quently?    A.  ISTo,  sir. 

Q.  In  referring  to  the  probability  of  legislative  action,  did  Mr. 
Harriman  say  anything  to  indicate  the  nature  of  the  action  to 
which  he  referred  ?     A.  He  did  not. 

Q.  Has  anybody  else  had  any  talk  with  you  with  regard  to  tho 
action  either  of  the  Legislature  or  of  the  Governor?  Of  course,  I 
mean  apart  from  your  consultations  with  your  counsel?  A 
No,  sir. 

Q.  Or  with  reference  to  this  investigation  ?     A.  'No,  sir. 

MR.  HUGHES:  That  is  all,  Mr.  Eyan. 

THE  CHAIRMAN":  I  presiime  it  might  be  unnecessary  for  us 
to  assure  you,  Mr.  Ryan,  that  we  are  grateful  to  you  for  coming 
liere  under  somewhat  embarrassing  circumstances,  and  we,  of 
course,  appreciate  how  a  man  who  is  willing  to  reveal  his  own  acts 
and  conversations  may  hesitate  to  reveal  the  acts  and  conversations 
of  another;  but  we  are  here  on  a  serious  and  important  inquiry, 
and  we  felt  that  it  was  a  matter  of  importance  to  the  subject  of  our 
investigation  and  we  must  not  let  feelings  of  that  sort  interfere 
with  wliat  was  very  plainly  our  duty,  and,  as  you  explained  your 
position  when  you  eam.e  to  the  stand,  I  want  you  to  understand  as 
you  leave  it  that  the  Committee  is  very  please.l  indeed  that  you 
have  returned  to  the  witness  stand  voluntarily  and  made  the  state- 
ment of  the  facts. 

THE  WIT]S;ESS:   I  appreciate  it,  and  I  thank  you. 

MR.  HUGHES:  Mr.  Chairman,  are  we  ready  to  proceed? 
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THE  CrTAIEMAiT:    Yes. 

JOHlSr  I\  DKYDElSr,  called  as  a  witness,  being  duly  sworn, 
testified  as  follows: 

BY  MR.  HUGHES: 

Q.  Senator  Dryden,  you  are  the  president  of  tlie  Prudential 
Insurance  Company  of  America?     A.  Yes,  sir. 

Q.  How  long  have  you  been  president  of  that  company?  A. 
About  twenty-four  years. 

Q.  You  liave  devoted  your  attention  to  the  insurance  business 
for  a  long  period?     A.  Yes,  sir. 

Q.  When  did  yoii  begin  to  take  an  interest  in  insurance  ques- 
tions?    A.  About  1805. 

Q.  When  did  you  first  become  connected  with  any  insurance 
enterprises  ?    A.  Officially  ? 

Q.  Or  as  a  student  ?    A.  Well,  about  1865. 

Q.  Did  you  make  a  special  study  of  industrial  insurance  in 
Great  Britain  ?    A.  I  did  study  it  later  on,  yes,  sir. 

Q.  When  did  you  first  become  connected  with  the  company  that 
is  now  the  Prudential  ?  A.  I  was  connected  with  it  from  the  time 
its  charter  was  granted  in  1873. 

Q.  Under  what  name  was  it  first  incorporated  ?  A.  The  Widows 
and  Orphans'  Friendly  Society. 

Q.  In  what  capacity  were  you  then  associated  with  this  society  ? 
A.  I  was  the  secretary  of  a  tentative  organization  working  out — • 
well,  I  was  working  out  the  plan  upon  which  the  company  is  at 
jiresent  organized. 

Q.  The  company  continued  business  under  that  name  for  how 
long?    A.  Until  I  think  it  was  1875. 

Q.  It  was  incorporated  by  special  charter  ?  A.  By  special  char- 
ter of  the  Legislature  of  New  Jersey. 

Q.  Of  the  Legislature  of  New  Jersey  ?    A.  Yes. 

Q.  And  this  amendment  was  by  special  charter  in  1875  ?  A. 
Yes,  sir. 

Q.  What  sort  of  business  did  it  do  during  that  period  ?  A. 
Well,  it  did  a  similar  business  in  practice  to  that  that  it  now  does, 
but  differing  in  details. 

Q.  It  did  what  is  called  an  industrial  busness,  weekly  pay- 
ments ?    A.  Of  that  nature,  yes,  sir. 

Q.  When  I  referred  a  moment  ago  to  your  study  of  this  subject 
it  was  with  the  understanding  that  prior  to  the  time  you  became 
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connected  with  tlie  New  Jersey  company,  you  had  had  some  con- 
nection with  similar  companies  abroad?  A.  No,  sir,  no  connec- 
tion with  similar  companies  abroad.  I  had  studied  the  subject  in 
all  the  books  and  literature  that  I  could  find  in  the  libraries  here. 
I  had  some  interest  in  it,  I  think,  originally  by  a  reference  to  it 
by  Mr.  Elizur  "Wright  in  one  of  his  early  reports,  and  it  seemed  to 
me  that  there  was  a  great  field  for  the  operation  of  that  business  in 
this  country,  and,  my  attention  being  directed  to  it,  I  began  to 
study  it.  At  that  time  there  was  comparatively  little  literature  ^ 
be  had  in  this  country  upon  it,  but  whatever  there  was  relating  to 
friendly  societies  and  kindred  organizations  I  tried  to  find  and 
read. 

Q.  And  that  continued  until  18Y3  ?    A.  Yes,  sir. 

Q.-  When  you  became  interested  in  this  society  you  have  men- 
tioned?   A.  Yes,  sir. 

Q.  Was  the  Widows  and  Orphans'  Friendly  Society  a  stock 
corporation?    A.  Yes,  sir. 

Q.  What  was  the  amount  of  its  capital  stock  ?  A.  The  author- 
ized capital  stock  was  twenty-five  thousand  dollars,  not  exceeding 
one  hundred  thousand  dollars,  of  which  twenty  per  cent,  must  be 
paid  in. 

Q.  How  much  of  the  capital  stock  of  that  company  was  paid  in  ? 
A.  Ultimately  do  you  mean,  Mr.  Hughes  ? 

Q.  Yes.  A.  Ultimately,  something  like  ninety-one  thousand 
dollars  was  paid  in  by  stockholders. 

Q.  When  was  the  name  of  the  company  changed  from  the 
Widows  and  Orphans' — from  the  Prudential  Friendly  Society, 
which  I  understand  was  the  name  in  1875  ?  A.  From  the  Pru- 
dential Friendly  Society,  my  impression  is  it  was  in  1876,  about 
that  time. 

Q.  And  its  name  became  what  ?  A.  The  Prudential  Insurance 
Company  of  America. 

Q.  The  name  it  now  has  ?    A.  Yes. 

Q.  You  were  originally  secretary  ?    A.  Yes,  sir. 

Q.  And  you  remained  secretary  for  how  long  ?  A.  I  was  secre- 
tary until  I  was  elected  president  in  1881,  I  think. 

Q.  At  what  time  was  it  that  the  ninety-one  thousand  dollars  was 
paid  in,  or  by  what  time  had  the  payments  aggregating  that 
amount  been  completed?  A.  Fifty-nine  hundred  dollars  was  paid 
in  when  the  company  was  put  upon  its  present  basis,  in  1875. 
That  amount  of  capital  continued  at  that  figure  until  the  company 
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desired  to  enter  the  States  of  New  York  and  Pennsylvania,  in 
1879,  when  the  capital  was  then  increased  by  an  additional  pay- 
ment by  the  stockholders  and  a  small  dividend  out  of  the  then  sur- 
plus of  the  company  making  the  capital  of  the  company  sufficient 
to  enable  it  to  comply  with  the  requirements  of  the  laws  of  New 
York  and  Pennsylvania. 

Q.  And  at  that  time  was  the  aggregate  reached  of  ninety-one 
thousand?  A.  That  was  the  aggregate  paid  in  by  the  stock- 
holders j  as  I  explained,  there  was  a  small  additional  amount  paid 
out  of  the  then  existing  surplus,  making  it  one  hundred  thousand 
dollars. 

Q.  What  have  been  the  additional  increases  in  the  capital  stock 
of  the  company?  A.  They  have  been  increased  from  time  to 
time,  until  the  capital  stock  is  now  two  million  dollars. 

Q.  Is  it  a  fact  that  all  the  increases  from  the  time  when  it 
was  one  hundred  thousand  dollars  to  the  present  time  have  been 
through  stock  dividends?     A.  That  is  a  fact. 

Q.  Yes.  A.  If  you  will  allow  me  to  explain,  the  Prudential 
was  organized  as  a  stock  company  purely  and  simply  there  never 
was  at  that  time  a  thought  of  its  doing  a  mutual  business.  Its 
business  was  confined  exclusively  to  industrial  insmance;  follow- 
ing the  precedent  of  the  Prudential  of  London,  from  which  the 
company  took  its  name  and  system  of  business,  whatever  surplus 
might  be  created  out  of  the  business  was  then  considered  as  the 
property  of  the  stockholders  of  the  company.  Out  of  this  surplus 
thus  created  and  belonging  to  the  stockholders,  from  time  to  time 
dividends  were  declared  until,  as  I  said,  the  capital  amoimted  to 
two  million  dollars. 

Q.  So  that  capital  of  two  million  dollars  represented  $91,000 
originally  paid  in,  and  the  profits  upon  that  investment?  A. 
About  $91,000.     There  was  a  mere  fraction  of  difference. 

Q.  And  the  rest  was  profits  upon  that  investment?  A.  Pre- 
cisely. 

Q.  "When  was  it  that  the  stock  reached  the  aggregate  of  two 
million  dollars?  A.  If  you  will  allow  me  to  refer  to  a  paper,  Mr. 
Hughes,  I  will  tell  you. 

Q.  Certainly.  A.  The  story  has  been  told  to  the  public  many 
times,  and  T  have  no  objection,  I  am  sure,  to  repeatinp-  it  here. 
The  last  increase  in  the  capital  stock  from  the  surjilus  of  the 
company  was  in  the  year  1893.  If  I  follow  the  line  here  correctly, 
1893. 
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Q.  What  dividends  are  paid  upon  the  capital  stock  of  two  mil- 
lion dollars?     A.  Ten  per  cent,  annually. 

Q.  That  has  been  so  continuously  from  1893  to  the  present 
time?     A.  Yes,  sir,  and  prior  to  that. 

Q.  Who  are  the  officers  of  the  Prudential?  A.  I  am  the  presi- 
dent. Dr.  Leslie  D.  Ward  is  vice-president,  Edgar  B.  Ward  is 
second  vice-president,  and  then  the  counsel,  Forrd'st  Dryden,  is 
third  vice-president.  Mr.  Wilbur  F.  Johnson  is  fourth  vice-presi- 
dent and  comptroller.  Edward  Gray  is  the  secretary.  Do  you 
wish  the  other  junior  officers,  such  as  the  actuaries  and  doctors, 
and  so  forth? 

Q.  jSTo,  that  will  do.  Who  are  the  directors  of  the  Prudential? 
A.  We  have  fourteen  directors.  I  have  not  a  list  of  them.  T 
think  I  can  give  them  from  memory. 

Q.  The  officers  you  have  mentioned  are  all  directors?  A.  The 
officers  I  have  mentioned  are  all  directors,  excepting  the  secretary, 
who  is  not  a  director. 

Q.  Is  Eorrest  F.  Dry  den  a  relative  of  yours?  A.  Tie  is  my 
son. 

Q.  How  long  has  he  been  connected  with  the  company?  A. 
Well 

Q.  I  am  furnished  with  a  list  of  the  officers  which  I  will  read : 

Leslie  D.  Ward,  vice-president. 

Edgar  B.  Ward,  second  vice-president. 

Forrest  F.  Dryden,  third  vice-president. 

Wilbur  S.  Johnson,  fourth  vice-president  and  comptroller. 

Jacob  E.  Ward,  counsel. 

Edward  Kanouse,  treasurer. 

Edward  Gray,  secretary. 

T.  C.  E.  Blanchard,  superintendent  of  real  estate. 

Fred.  C.  Blanchard,  supervisor  of  loan  department. 

John  K.  Gore,  actuary. 

Directors : 

John  F.  Dryden. 

Leslie  D.  Ward. 

Edgar  B.  Ward. 

Theo.  C.  E.  Blanchard. 

Seth  A.  Keeney. 

Fred.  C.  Blanchard. 

Edward  Kanouse. 

Forrest  F.  Dryden. 

Jerome  Tavlor. 
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William  T.  Carter. 
Jacob  E.  Wai-d. 
Anthony  K,  Kuser. 
Uzal  H.  McOarter. 
Wilbur  S.  Johnson. 
Thomas  N.  McCarter. 

Q.  How  tong  has  Mr.  Forrest  F.  Dryden  been  connected  with 
the  company  ?  A.  I  think  he  first  entered  the  services  of  the  com- 
]iany  fiiUy  twenty-five  years  ago  as  a  boy,  for  which  he  received 
three  dollars  a  week.  He  remained  in  that  connection  for  possibly 
two  years,  when  he  left  and  went  to  school.  He  returned  later  on 
and  went  into  the  service  of  the  company  in  the  field  work  as  an 
inspector,  and  afterwards  became  assistant  stiperintendent  in  the 
field.  Following  that  he  became  superintendent  of  a  district. 
Following  that  he  became  assistant  secretary  of  thfe  company — 
upon  the  death  of  the  previous  secretary  or  resignation  of  the 
previous  secretary  he  became  secretary.  Subsequently  he  was 
made  third  vice-president,  which  office  he  now  holds.  I  think  his 
last  connection  with  the  company  probably  covers  a  period  of 
about  twenty  years. 

Q.  Have  you  any  other  relative  connected  with  the  company. 
Senator  ?  A.  Well,  I  believe  I  have  one  or  two  relatives,  not  very 
near  and  not  holding  very  important  positions.  I  have  a  nephew 
who  is  getting,  I  think,  twenty  dollars  a  week.  He  has  been  with 
the  company  five  years  and  now  gets  that  salary.  I  do  not  recall 
that  I  have  any  other  direct  relatives.  My  son-in-law,  I  should 
say,  is  a  director  in  the  company,  but  not  in  the  employ  of  the 
company. 

Q.  That  is  Mr.  Anthony  E.  Kuser  ?     A.  Yes,  sir. 

Q.  Mr.  Edgar  Ward  and  Mr.  Leslie  D.  Ward  are  brothers  ?  A. 
They  are  brothers,  and  they  have  been  associated  with  me  from 
1875  when  the  company  was  organized  upon  its  present  basis. 

Q.  Is  Mr.  Jacob  E.  Ward  also  a  relative  ?  A.  He  is  a  brother 
of  the  other  two  gentlemen  named  Ward. 

Q.  And  Uzal  H.  McCarter  and  Thomas  JST.  McCarter  are 
brothers  ?     A.  They  are. 

Q.  What  arrangement  was  made  in  or  about  1903  for  the  trans- 
fer of  the  control  of  the  stock  of  the  Prudential  to  the  Fidelity 
Triist  Company  ?  A.  I  suppose  you  will  allow  me  to  make  a  little 
statement,  will  you,  explaining  the  transaction  ? 
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Q.  Certainly.  A.  For  some  time  I  had  been  apprehensive 
as  to  the  distribution  of  the  stock  of  the  company.  The  found- 
ers of  the  company,  those  who  were  associated  with  me,  and  my 
other  co-workers  were  getting  older  and  dying  off,  and  the  stock 
was  passing  into  the  hands  of  their  estate  or  it  was  being  sold  and 
distributed.  I  saw  that  the  time  might  come  when  that  would  be 
a  very  dangerous  situation  for  the  policyholders  of  the  company. 
The  company  had  been  my  ovsm  life  work,  and  I  had  my  pride  in 
it  and  in.  addition  to  that.  I  was  extremely  anxious  to  protect  the 
g:v>;at  mass  of  policyholders  who  had  shown  their  confidence  by 
insuring  with  us.  I  consulted  counsel  as  to  various  schemes.  My 
first  propostion  was  to  extend  to  the  policyholders  the  right  of 
franchise,  the  right  to  vote  at  the  annual  meetings.  I  was  advised 
that  without  the  unanimous  consent  of  all  the  stockholders,  and  in 
the  face  of  the  objection  of  any  stockholders  that  that  scheme  could 
not  be  carried  into  effect.  I  think  it  was  several  years  that  I  had 
that  scheme  in  my  mind  and  talked  at  different  times  with  coun- 
sel as  to  the  matter.  Finally  I  was  compelled  to  abandon  it  be- 
cause I  knew  it  was  impossible  to  get  the  unanimous  consent  of 
all  the  stockholders.  I  then  began  to  inquire  as  to  some  other 
plan  by  which  that  stock  could  be  concentrated  and  held  together 
for  the  protection  of  the  company,  and  as  a  defense  against  the 
attempts  of  any  selfish  interests  to  get  control  of  that  company  for 
selfish  purposes.  A  number  of  different  schemes  were  proposed 
and  rejected.  This  plan  of  selling  to  the  Fidelity  a  majority  of 
the  stock  of  the  Prudential  and  then  in  turn  of  purchasing  of  a 
new  issue  of  stock  of  the  Fidelity  a  sufficient  amount  for  the 
Prudential  to  ovsm  a  majority  of  that  stock,  and  thus  control 
the  situation  was  proposed,  and  after  careful  consideration  was 
adopted. 

This  matter  was  talked  over  very  fully  with  the  managers  and 
members  of  the  Board  and  enough  of  the  stock  of  the  Prudential 
entered  into  an  agreement  -with  the  Fidelity,  under  which  they 
bound  themselves  to  sell  to  the  Fidelity  a  sufficient  amount  of 
Prudential  stock  to  lodge  in  that  company  the  control.  I  was 
about  to  take  steps  to  carry  out  the  other  part  of  the  scheme, 
viz.,  the  purchase  by  the  Prudential  of  enough  of  a  new  issue 
of  the  Fidelity  stock  to  give  it  control  of  the  Fidelity,  when  ac- 
tion was  taken  before  the  court  and  the  court  intervened,  and  an 
objection  was  raised,  and  sustained  by  the  court.     In  tha  mean- 
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time  this  other  part  of  the  contract,  as  to  purchasing  the  Prudential 
stock  by  the  Fidelity  had  become  a  contract.  Every  party  includ- 
ing the  Fidelity  was  bound  to  carry  out  that  contract.  This 
scheme  I  advertised  vsridely ;  it  was  not  done  in  a  corner.  I  pub- 
lished it  in  the  newspapers.  I  sent  notices  of  it  to  every  stock- 
holder ;  I  notified  every  Insurance  Superintendent  in  the  country ; 
I  sent  out  circulars  to  our  entire  field  staff ;  so  that  they  might  cir- 
culate it  among  our  policyholders,  and  I  gave  to  it  in  every  way 
the  widest  publicity  that  I  could. 

At  that  time  the  Prudential  stock  was  selling  in  the  market  at 
between  800  and  900.  Those  who  entered  into  this  contract  with 
the  Fidelity  agreed  to  sell  their  stock  to  that  company  at  600. 
Small  blocks,  as  I  say,  commanding  a  price  between  eight  hundred 
and  nine  hundred  and  it  is  needless  to  say  that  the  control  of  the 
company  would  have  commanded  a  much  higher  price.  Many  of 
the  stockholders  of  the  Prudential  were  so  dissatisfied  with  the 
price  which  it  was  proposed  by  the  Fidelity  to  pay  for  this  that 
they  absolutely  refused  to  join  in  it,  so  that  when  the  matter 
was  consummated  only  about  60  per  cent,  of  the  Prudential  stock 
was  willing  to  sell  or  would  sell  at  that  figure,  practically  40  per 
cent.,  39  and  a  fraction  per  cent,  refused  absolutely  to  sell  to  the 
Fideity  at  that  price ;  but  those  of  us  had  entered  into  the  contract 
to  deliver  a  majority  of  the  Prudential  to  the  Fidelity  were  bound 
to  keep  that  contract,  amd  thus  individually  we  were  forced  to 
sell  to  the  Fidelity  in  order  to  carry  out  that  contract  a  larger 
percentage  of  our  holdings  than  we  had  anticipated  or  than  we 
desired  to  sell. 

ISTow,  that  part  of  the  contract  being  consummated  we  were 
unable  to  carry  out  the  other  part  of  the  contract.  I  had  in 
mind  two  matters — two  important  matters  in  which  I  wished  to 
protect  the  policyholders  of  the  Prudential  Company.  One  was, 
as  I  have  said  as  to  the  control  of  the  company  in  order  to  keep 
it  out  of  the  hands  of  selfish  and  designing  men  who  had  no 
sentimental  attachment  to  it  and  the  other  was  to  quiet  an  in- 
creasing demand  on  the  part  of  certain  stockholders  for  an  in- 
creased cash  or  stock  dividend.  That  demand  became  clamor- 
ous and  threatening.  I  had  concluded  that  the  company  liad 
reached  its  length,  that  it  had  gone  as  far  as  it  ought  to  go,  and 
I  was  determined  that  so  far  as  I  was  concerned  I  would  never 
permit  another  increase  of  one  dollar  either  in  stock  or  cash  divi- 
dends by  that  company,  and  that  I  would  use  every  influence 
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that  I  legitimately  could  to  prevent  it.     That  was  another  reason 
for  placing  this  stock  where  a  majority  of  it  could  be  controlled. 

Q.  Who  were  the  parties  to  the  contract  with  the  Fidelity? 
A.  Well,  I  was  one  of  them — I  think  every  officer  who  held  the 
Prudential  stock  joined  in  it,  some  individually  outside — stock- 
holders. 

Q.  Was  that  part  of  the  proposed  plan  carried  out  so  that 
the  Fidelity  itself  held  a  majority  of  the  stoctk  of  the  Prudential? 
A.  'Eo,  sir,  not  at  present.  There  was  objection  to  the  Fidelity's 
holding  a  majority  of  the  stock  of  the  Prudential  and  therefore 
the  Fidelity  agreed  to  sell  a  small  amount  of  that  stock  so  that 
it  does  not  hold  a  majority. 

Q.  What  amount  does  the  Fidelity  Trust  Company  hold?  A. 
Xearly  a  majority — I  don't  remember  the  exact  percentage  but 
very  near  a  majority. 

Q.  What  is  the  par  of  your  shares?     A.  $50. 

Q.  So  that  there  are  40,000  shares?    A.  Yes,  sir. 

Q.  And  does  the  Prudential  hold  over  19,900?  A.  The  Fi- 
delity. 

Q.  I  mean  does  the  Fidelity  hold  over  19,900.  A.  I  am  not 
sure  as  to  the  exact  amount.     It  is  a  little  under  a  majority. 

Q.  A  little  under  20,000  shares?    A.  Yes,  sir. 

Q.  Had  the  majority  or  over  20,000  shares  been  already  sold 
to  the  Fidelity?    A.  Yes,  sir. 

Q.  And  the  Fidelity  then  parted  with  a  fraction?    A.  Yes,  sir. 

Q.  To  reduce  its  holdings  to  something  under  half  of  the  en- 
time  amount  of  the  stock?    A.  It  did. 

Q.  This  took  place  in  1903?    A.  Yes.  sir. 

Q.  And  the  holders  of  the  20,000  appi'oximately  who  sold  to 
the  Fidelity  received  approximately  $6,000,000?  A.  Yes,  sir, 
they  did. 

Q.  And  those  who  received  $6,000,000  for  the  stock  were  sub- 
stantially of  the  company,  were  they  not?  A.  Largely  so,  yes, 
sir. 

Q.  Well,  they  embraced  yourself  and  the  Messrs.  Ward  and 
the  Messrs.  McCarter?  A.  Well,  Mr.  McCarter  I  think  held  a 
■^-ery  small  amount — very  small  amount  if  any;  I  don't  recollect; 
I  presume  he  held  some  but  it  was  very  small. 

Q.  You  yourself  held  a  very  large  part  of  it?  A.  I  held  a 
considerable. 

Q.  And  the  Messrs.  Ward?    A.  Yes,  sir. 
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Q.  In  other  words  the  controlling  interest  in  the  company  re- 
sided in  your  family  and  the  Ward  family,  did  it  not?  A.  Not 
absolutely,  no,  sir,  it  did  not. 

Q.  How  nearly?  A.  If  it  had  I  should  not  have  needed  to 
carry  out  this  scheme.  I  should  say  that  the  Ward  family  and 
myself  possibly  held  one-third — around  one-third — about  one-third 
possibly. 

Q.  And  the  McCarter  family?  A.  Well,  they  held  practically 
— I  don't  know  of  any  of  the  McCarter  family  but  one  that  pos- 
sibly held  any  at  that  time  and  if  he  held  any  it  was  a  very  slight 
amount. 

Q.  ISTow  the  Board  of  Directors  of  the  Eidelity  Trust  Com- 
pany included  yourself  ?    A.  Yes,  sir. 

Q.  And  Mr.  Leslie  D.  Ward  and  Edgar  B.  Ward?  A.  They 
did. 

Q.  And  Forrest  F.  Dryden?  A.  I  think  he  was  a  director  at 
that  time. 

Q.  And  Anthony  R.  Kuser?    A.  I  think  so. 

Q.  And  ITzal  H.  McCarter  and  Thomas  IST.  McCarter?    A.  Yes. 

Q.  And  Wilbur  S.  Johnson  ?  A.  I  think  not — not  at  that  time. 
Let  me  say,  if  you  will,  that  a  little  over  one-third  of  the  Board 
of  Directors  of  the  Fidelity  are  interested  in  the  Prudential  either 
as  stockholders  or  as  officers  and  stockholders,  nearly  two-thirds 
of  the  directors  of  the  Fidelity  have  no  interest  in  the  Prudential 
whatever. 

Q.  But  the  officers  of  the  Prudential  that  I  have  mentioned 
are  also  directors  of  the  Fidelity  ?    A.  I  think  so. 

Q.  And  were  at  that  time.  JSTow,  having  carried  out»so  far 
as  possible  the  plan  for  placing  the  stock  with  the  Fidelity,  that- 
is  in  effect  a  fraction  under  a  majority,  how  far  were  you  able  to 
carry  out  the  plan  of  placing  the  control  of  the  Fidelity  Trust 
Company  with  the  Prudential?  A.  We  were  not  able  to  carry 
it  out  at  all  so  far  as  the  Prudential  as  a  corporation  was  con- 
cerned; the  Prudential  was  prevented  from  taking  any  additional 
stock  at  that  time.  The  Prudential  owned  and  had  owned  for  a 
few  years  some  of  the  Fidelity's  stock  but  it  was  not  permitted 
to  take  any  more. 

Q.  There  was  an  increase  of  stock  by  the  Fidelity  Trust  Com- 
pany, was  there  not?    A.  Yes,  sir. 

Q.  Are  we  right  in  the  year  in  saying  1903  that  this  sale  of 
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the  Prudential's  stock A.  I  believe  that  to  be  so — 1903 — I 

think  that  is  so. 

Q.  Was  there  an  increase  in  the  Fidelity .  Company's  stock  in 
1902?  I  note  from  your  list  of  stocks  owned  that  $250,000  in 
par  value  of  the  stock  of  the  Fidelity  Trust  Company  vs^as  pur- 
chased in  1900  and  $238,500  in  par  value  vpas  purchased  on  Feb- 
ruary 28th,  1902,  the  latter  purchase  having  been  made  at  $500 
for  price  of  $1,192,000;  and  deducting  certain  stock  sold,  your 
present  holding  of  the  Fidelity  Trust, Company's  stock  is  stated 
to  be  $480,000  in  par  value  with  a  book  value  of  $1,775,000. 
i^ow  was  any  part  of  that  stock  acquired  with  reference  to  the 
plan  that  you  have  suggested  ?    A.  jSTot  a  share  of  it. 

Q.  So  what  you  proposed  to  accomplish  was  to  acquire  stock  in 
addition  which  would  give  a  control  of  the  Fidelity  ?    A.  Yes,  sir. 

Q.  But  owning  $480,000  in  par  value  of  the  stock  of  the  Fi- 
delity you  were  short  of  a  control  of  how  much?  A.  After  the 
stock  was  increased  ? 

Q.  Was  it  increased  ?  Was  the  stock  of  the  Fidelity  increased  ? 
A.  The  stock  of  the  Fidelity  was  increased. 

Q.  To  what  amount  ?     A.  To  $2,000,000. 

Q.  And  representing  what  number  of  shares?  A.  Previous  to 
that  it  was  $1,500,000,  and  the  increase  would  represent  five 
thousand  shares — $500,000  increase. 

Q.  There  were  twenty  thousand  shares  all  told?    A.  Yes,  sir. 

Q.  Of  which  you  have  forty-eight  hundred?    A.  Yes,  sir. 

Q.  Now,  have  you  increased  yoiir  holdings  in  the  stock  of  the 
Fidelity?    A.  Personally? 

Q.  liTo,  I  am  referring  to  the  company.      A.  The  Prudential — 
■no,  sir. 

Q.  Do  you  hold  stock  of  the  Fidelity  Trust  Company?  as  col- 
lateral when  you  —  when  I  say  you  I  am  referring  to  your  com- 
pany? A.  I  think  not.  I  do  not  think  we  have  a  share  of  the 
Iridelity  stock  as  collateral. 

Q.  It  has  been  suggested  that  in  order  to  effect  the  control  of 
the  Fidelity  you  have  made  large  loans  upon  its  stock^ — is  there 
any  truth  in  that?  A.  Absolutely  nothing.  We  did  at  one 
time  have  a  little  Fidelity  stock  as  collateral,  but  that  I  have 
taken  out  entirely,  and  we  have  not  had  for  perhaps  a  year  and  a 
half — have  not  had  a  share  of  it. 

Q.  Pardon  me — did  I  interrupt  you  ?     A.  'So,  sir. 

Q.  ^Vhere  did  the  Fidelity  Company  get  the  money  to  buy 
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stock  of  the  Prudential,  that  is  the  six  million  dollars,  approxi- 
mately, that  was  required  for  that  purpose  ?  A.  It  got  it  from 
its  assets,  its  capital  and  surplus,  and  so  forth. 

Q.  The  Equitable  Life  Assurance  Society  invested  consider- 
able in  the  stock  of  the  Fidelity,  did  it  not?  A.  I  believe  thev 
did. 

Q.  And  V7hen  did  it  make  that  investment?  A.  I  think — 
well.  I  should  say  perhaps  in  1902,  although  I  am  not  positive. 

Q.  At  the  time  that  you  got  the  additional  two  thousand  three 
hundred  and  eighty-five  shares  ?  A.  I  should  think  so ;  I  am  not 
positive. 

Q.  Did  they  invest  at  that  time  about  the  same  amount  that 
you  invested?  A.  ISTo,  sir,  I  should  think  not,  I  don't  recollect 
just  what  their  investment  was,  but  my  impression  is  they  did  not 
invest  as  much  as  we  did. 

Q.  From  the  last  report  of  the  Equitable  it  appears  that  they 
were  the  holders  on  December  31,  1904,  of  $250,000  in  par  value 
of  the  capital  stock  of  the  Fidelity  Trust  Company  of  the  book 
value  of  $1,375,000 ;  was  that  acquired  in  1902,  according  to 
your  recollection  ?  A.  Well,  I  should  think  so,  but  I  don't  want 
to  speak  with  too  much  positiveness  on  that. 

Q.  Who  took  the  increased  shares  of  the  Fidelity  when  in  1903 
it  increased  its  stock  ?  A.  They  were  taken  by  individuals.  I 
took  some  and  my  association  took  some. 

Q.  Were  the  increased  shares  taken  largely  by  those  who  sold 
shares  of  the  Prudential  to  the  Fidelity  ?  A.  I  think  some  who 
sold  stock  to  the  Fidelity  took  none  whatever  of  the  increase. 

Q.  And  others  did?     A.  And  others  did,  yes. 

Q.  And  in  addition  to  the  stock  holding  that  you  had  in  the 
Fidelity,  you  kept  for  a  considerable  time  a  large  amount  of 
money  on  deposit  with  the  Fidelity.  Looking  at  the  report  of 
your  company,  of  its  monthly  balances,  it  would  seem  that  the 
balance  with  the  Fidelity  Company  has  remained  at  substan- 
tially $1,480,000  for  about  a  yeai- — in  effect  that  $1,400,000  and . 
iipward  since  May,  1904,  and  prior  to  that  time,  and  through 
the  years  1903  and  1904,  to  May,  1904,  it  was  in  tbe  neighbor- 
hood of  $5,000,000.     Do  you  recall  that  fact?     A.  I  do. 

MR.  HTTGHES :  I  will  read  the  balances  upon  the  record 
from  January  31,  1903,  tbat  is  the  monthly  bank  balances  of 
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the  Prudential  Insurance  Company  of  America,  with  the  Fidelity 
Trust  Company,  of  ISTewark. 

January  31,  1903 $4,928,752.00 

February  28,  1903 4,(r53,811.00 

March  31,   1903 5,293,177.00 

April  30,   1903 4,125,650.00 

May  29,  1903 4,493,405.00 

June  30,  1903 .  . ., 5,346,685.00 

July  31,   1903 5,598,092.30 

August  31,   1903 6,261,068.74 

September  30,  1906 6,211,988.33 

October  31,   1903 6,036,439.37 

November  30,  1903 6,397^138.31 

December  31,   1903 4,098,255.21 

January  30,   1904 4,013,198.92 

February  29,  1904 4,411,350.15 

March  31,  1904 5,101,123.32 

April  30,  1904 4,621,432.32 

May  31,  1904 1,457,317.47 

June  30,  1904 1,543,531.65 

July  29,  1904 1,460,147.53 

August  31,  1904 1,439,745.06 

September  30,  1904 1,441,412.77 

October  31,  1904 1,467,463.50 

November  30,   1904 1,480,565.38 

December  31,  1904 1,480,505.06 

January  31,  1905 1,480,311.26 

February  28,  1905 1,482,327.04 

March  31,  1905 1,482,800.37 

April  29,  1905 1,482,809.39 

May  31,  1905 1,480,176.90 

June  30,  1905 1,485,694.96 

July   31,    1905 1,485,375.38 

August  31,  1905 1,485,234.20 

Q.  Is  this  account  with  the  Fidelity  Trust  Company  an  active 
account?  A.  Not  so  active  as  some  other  accounts  at  present. 
Tt  has  been  at  times  very  active. 

Q.  Apparently  you  plan  to  leave  with  that  company  at  present 
about  one  million  four  hundred  thousand  dollars  on  deposit?  A. 
'I'liat  has  been  our  plan  for  some  little  time. 
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Q.  Well,  I  suppose  that  is  not  an  accident;  that  is  the  under- 
standing of  what  should  be  left  on  deposit  ?  A.  Our  understand- 
ing with  the  Fidelity  was  that  they  should  be  our  main  deposito- 
ries. They  are  a  large  tenant  of  us,  occupying  important  quar- 
ters in  our  building,  and  it  was  only  proper,  we  thought,  it  was 
only  proper  that  we  should  treat  them  as  our  principal  deposito- 
v\p3  and  have  so  done. 

Q.  What  rate  of  interest  do  they  pay  you  upon  the  deposit? 
A.  Two  per  cent. 

Q.  Upon  the  entire  amount?     A.  Yes,  sir. 

Q.  Did  they  pay  you  two  per  cent,  interest  when  formerly  the 
deposit  was  five  million  dollars,  approximately?  A.  Yes,  they 
did. 

Q.  For  what  reason  did  you  reduce  the  amount  left  on  deposit 
with  the  Fidelity  from  about  five  million  dollars  to  a  million  and 
a  half?  A.  We  did  it  to  reduce  the  obligation  of  a  single  dor- 
jHoration  to  our  company. 

Q.  And  about  the  same  time  you  increased  your  balance  with 
the  Equitable  Trust  Company  of  New  York?     A.  We  did. 

Q.  Is  the  Prudential  interested  in  the  Equitable  Trust  Com- 
pany of  Wew  York?     A.  Not 

Q.  Has  it  any  stock  interest  in  it?    A.  No  stock  interest. 

Q.  Have  the  officers  of  the  Prudential  a  stock  interest  in  the 
Equitable  Trust  Company?  A.  I  think  possibly  two  or  three  — 
the  officers  have  a  very  small  interest.  I  personally  had  a  very 
small  interest.  I  had  an  interest  of  275  shares  out  of — I  think 
their  capital  is  three  million,  and  I  had  $275,000.  My  interest 
was  the  largest  of  any  of  the  officers,  and  that  was  the  extent  of 
iny  interest. 

Q.  That  remains  true  now?    A.  That  remains  true  now. 

Q.  Were  any  of  the  ofiicers  of  the  Equitable  life  Assurance 
Society  officers  or  directors  of  the  Fidelity  Trust  Company?  A. 
They  were. 

Q.  Who  were  directors — you  said  $275,000  as  your  interest 

in  the  Equitable — ^you  meant A.  $2,750.    You  confuse  me 

with  your  ar^y  of  figures,  Mr.  Hughes. 

Q.  We  can  straighten  it  out.  A.  $27,500.  I  have  got  it  at 
last.     That  was  the  extent  of  my  interest — $27,500. 

Q.  Now,  what  officers  of  the  Equitable  Life  Assurance  Society 
are  officers  of  the  Fidelity  Company  of  Newark  ?  A.  Mr.  Hyde 
still  remains  a  director Well,  of  the  Equitable  Trust  Com- 
pany? 
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Q.  Of  the  Equitable  Life  Assurance  Society?  A.  If  you  treat 
Mr.  Hyde  as  still  a  member  of  the  Equitable  Life  Assurance 
Society,  he  is  a  director.  Mr.  Mclntyre  is  a  director,  and  Mr. 
Winthrop  is  a  director,  Mr.  Alexander,  Mr.  James  W.  Alexander 
has  been  until  recently  a  director,  but  he  has  resigned. 

Q.  Now,  a  question  came  up  as  to  the  amount  of  your  invest- 
ments in  the  Fidelity  Trust  Company  with  the  Insurance  Com- 
missioner of  Massachusetts,  I  understand?    A.  Yes,  sir. 

Q.  And  what  was  the  question?  A.  The  Commissioner  ob- 
jected to  our  having  so  much  at  risk  in  one  company,  including 
our  holdings  in  the  stock  of  that  company  and  our  deposit  in  the 
company. 

Q.  He  figured  out  you  had  more  than  your  capital  and  sur- 
plus, in  fact,  with  one  company?    A.  I  think  so. 

Q.  And  you  entered  into  some  agreement  with  him  ?    A.  I  did. 

Q.  What  was  that  agreement  ?  A.  That  agreement  was  that 
the  company  would  not  have  at  risk  in  any  one  trust  company 
or  bank,  either  by  ownership  of  capital  stock  or  deposit,  or  both, 
more  than  fifty  per  cent,  of  the  surplus. 

Q.  Has  that  been  lived  up  to  ?    A.  Yes,  sir,  absolutely. 

Q.  When  was  that  agreement  made?  A.  I  think  a  year  and 
a  half  ago,  possibly  two  years  —  I  can't  remember. 

Q.  And  it  was  about  that  time  that  you  decreased  your  de: 
posits  with  the  Fidelity?  A.  I  think  it  was.  We  proceeded  at 
once  to  carry  out  my  agreement  with  the  Commissioner  of  Massa- 
chusetts. 

Q.  Yes.  Now,  is  it  a  fact  that  the  Prudential  and  those  who 
Avere  interested  in  the  Prudential  as  officers  or  stockholders  con- 
trolled the  Fidelity  Trust  Company?    A.  I  think  that  is  so. 

Q.  What  is  the  Public  Service  Corporation?  A.  Well,  the 
Public  Service  Corporation  is  a  corporation  which  owns  and  con- 
trols a  large  number  of  electric  light  plants,  gas  and  trolley  com- 
panies in  ISTew  Jersey. 

Q.  Are  officers  of  the  Prudential  interested  in  the  Public  Ser- 
vice?   A.  They  are. 

Q.  Is  the  Prudential  a  holder  of  securities  issued* by.  the  Public 
Service  Corporation  ?  A.  The  Prudential  is  and  has  been  for  a 
long  time  —  long  before  the  Public  Service  was  formed,  the 
(jwner  of  the  securities  of  some  of  the  companies  which  are  now 
siibsidiary  companies  of  the  Public  Service. 

Q.  The  Public  Service  Corporation  is  what  is  called  a  holding 
company  —  that  is,  it  issues  its  securities  against  the  stocks  and 
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bonds  of  subsidiary  corporations,  who  continue  to  maintain  their 
identity  and  manage  their  buiness?  A.  No,  sir.  The  Public 
Service  has  guaranteed  certain  returns  upon  the  stock  of  some 
of  those  corporations.  The  Public  Service,  when  it  organized, 
assumed  similar  obligations,  which  had  been  created  previously 
by  other  corporations. 

Q.  To  what  extent  is  the  Prudential  interested  in  securities  of 
companies  owned  by  the  Public  Service  Corporation?  A.  "VVc 
hold  the  bonds  of  some  sixteen  different  companies  controlled  by 
Public  Service.  These  bonds,  a  number  of  them,  are  on  very 
old  companies,  and  their  bonds  are  what  are  known  as  underlying 
— •  that  is  they  are  away  down  below  the  securities  created  more 
recently.  The  Prudential  owns  no  stock  whatever,  either  of  tha 
Public  Service  or  of  any  subsidiary  company  of  the  Public  Ser- 
vice. The  bonds  of  those  sixteen  companies  already  issued  amount 
to  about  twenty-four  millions  of  dollars,  and  in  addition  to  that 
there  is  an  issue  of  stocks  by  those  various  corporations  amount- 
ing to  something  like  over  a  Jiundred  million  dollars  more.  Now, 
of  the  bond  issue  the  Prudential  owns  of  those  sixteen  corpora- 
tions a  shade  over  five  per  cent,  of  the  entire  issue,  practically 
ninety-five  per  cent,  of  those  bonds  are  owned  by  the  great  in- 
vesting public. 

Q.  Now,  the  Prudential  makes  loans  to  the  Public  Sei-vice 
Corporation,  does  it  ?  A.  We  have  done  so  in  several  instances. 
My  belief  is  that  they  have  not  had  a  loan  with  us  for  Some 
time.     Every  loan  th^at  we  ever  made  was  paid  off  I  think  long 


Q.  When  was  the  Public  Service  Company  organized?  A.  I 
think  it  was  about  two  years  ago — about  two  years  and  a  half 
ago  I  would  say,  Mr.  Hughes. 

Q.  I  note  here  on  December  29,  1903,  four  loans  of  500  each. 
A.  $500,000. 

Q.  $500,000  each,  making  a  total  of  two  million  of  dollars? 
A.  Yes,  sir. 

Q.  Which  apparently  were  renewed  in  May,  1904,  and  car- 
ried to  November  25,  1904,  when  they  were  paid,  there  being 
an  additional  loan  of  a  million  of  dollars  on  October  31,  1904, 
which  was  also  paid  in  November,  1904.  Were  the  loans  that 
I  first  mentioned  made  to  facilitate  the  organization  and  acquisi- 
tion of  properties  of  the  Public  Service  Corporations  ?  A.  I,  of 
course,  cannot  tell  just  what  the  Public  Service  used  that  money 
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for,  but  our  loans  were  made  upon  bonds  which  were  ample  se- 
curity for  the  money  we  loaned.  I  did  not  follow  tlie  money,  aa 
a  matter  of  course  after  it  left  us. 

Q.  Are  you  a  director  of  the  Public  Service  Corporation  ?  A. 
I  am. 

Q.  And  is  Mr.  Leslie  D.  Ward  also  a  director  ?    A.  He  is. 

Q.  And  are  Messrs.  Anthony  E.  Kruser,  Uzal  H.  McCarter, 
and  Thomas  IST.  McCarter  also  directors  ?    A.  They  are. 

Q.  Are  there  any  other  officers  or  directors  of  your  company 
who  are  directors  of  the  Public  Service  Corporation  ?  A.  I  think 
so ;  I  think  not. 

Q.  How  many  directors  are  there  in  the  Public  Sendee  Cor- 
poration ?    A.  My  impression  is  that  there  are  twenty-five. 

Q.  And  who  is  the  president  of  the  Public  Service  Corpora- 
tion ?    A.  Thomas  N.  McCarter. 

Q.  He  is  one  of  your  directors  ?    A.  He  is. 

Q.  Who  is  President  of  the  Fidelity  Trust  Company?  A. 
Uzal  H.  McCarter. 

Q.  What  interest  has  the  Prudential  Corapany  in  the  Union 
National  Bank  ?    A.  We  are  a  stockholder  in  that  bank.  ,j 

Q.  To  what  extent  ?    A.  $450,000. 

Q.  And  what  is  the  entire  amount  of  the  stock  of  the  Union 
National  Bank  ?    A.  $1,500,000. 

Q.  Do  the  Prudential  Company  and  the  officers  and  directors 
of  that  company  control  the  Union  National  Bank  ?  A.  Meaning 
the  officers  and  stockholders  of  the  Prudential  ? 

Q.  Yes.    A.  No,  sir,  I  should  say  not  by  any  means. 

Q.  I  am  informed  that  the  capital  of  the  Union  National  Bank 
is  $1,000,000.  Does  that  accord  with  your  recollection?  A.  I 
think  it  is  a  million  and  a  half;  that  is  my  recollection — -my 
recollection  is  it  is  a  million  and  a  half — my  recollection  is  it  is  a 
million  and  a  half. 

Q.  You  maintain  a  balance,  bank  balance  with  the  Union 
National  Bank  of  approximately  of  a  million  and  a  half?  A.  We 
do,  yes.  That  is  a  very  active  account,  our  checks  come  from 
all  over  the  country  to  that  bank  and  it  is  an  important  bank  for 
us. 

Q.  And  for  a  long  period,  that  is  apparently  since  December, 
1903,  your  monthly  balances  have  not  fallen  below  a  million  dol- 
lars and  for  most  of  the  time  they  are  considerably  in  excess  of 
that  ?    A.  We  keep  them  up  to  that  figure. 
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Q.  And  what  interest  do  you  get  upon  your  balances  ?  A.  T«u 
per  cent. 

Q.  Who  is  the  president  of  the  Union  National  Bank?  A. 
William  Sherer. 

Q.  He  is  a  director  in  the  Fidelity  Trust  Company?  A.  Yes, 
sir. 

Q.  And  a  director  in  the  Public  Service  Corporation?  A.  I 
think  not,  no  sir,  I  think  not. 

Q.   Are  you  a  director  in  the  Union  National  Bank?    A.  I  am. 

Q.  And  is  Mr.  Leslie  D.  Ward?    A.  Yes,  sir. 

Q.  And  Edgar  B.  Ward,  Forrest  H.  Dryden,  Uzal  H. 
McCarter,  Thomas  N.  McCarter? ,  A.  Yes,  sir. 

Q.  You  have  said  that  the  president  of  the  Fidelity  was  Uzal 
H.  ILcCarter  —  who  is  vice-president  ?  I  am  vice-president  and 
have  been  since  the  company  was  organized,  many  years  before 
the  Prudential  had  any  interest  in  it  whatever. 

Q.  You  have  said  that  the  president  of  the  Public  Service 
Corporation  was  Thomas  N.  McCarter?    A.  Yes,  sir. 

Q.  Who  is  vice-president?  A.  Well,  I  think  there  are  four 
vice-presidents  —  three. 

Q.  Is  any  one  of  them  connected  with  the.  Prudential ?  A.  No, 
sir,  I  think  not. 

Q.  You  have  said  that  William  Sherer  is  president  of  the  Union 
National  Bank;  who  is  vice-president?     A.  Leslie  D.  Ward,  I. 
think. 

BY  ME.  TULLY: 

Q.  Is  that  a  Newark  bank?    A.  Yes. 

Q.  Is  that  the  same  Mr.  Sherer  who  is  manager  of  the  New 
York  Clearing  House?    A.  No,  sir;  that  is  a  different  gentleman. 

BY  ME.  HUGHES: 

Q.  Is  the  Prudential  Company  the  owner  of  any  other  stocks 
save  those  of  the  Fidelity  Trust  Company  and  the  Union  National 
Bank?     A.  None  whatever. 

Q.  All  its  other  investments  are  in  bonds?    A.  Yes,  sir. 

Q.  Who  are  Eobert  Winthrop  and  Company?  A.  They  are  ri 
very  old,  respectable  and  responsible  banking  house  In  New  York, 

Q.  With  whom  your  company  has  very  large  dealings?  A. 
Yes,  sir;  our  first  financial  transactions  in  the  way  of  buyinj;- 
securities  were  made  with  Robert  Winthrop  and  Companv;  wc 
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\vc;-re  recommeuded  to  them  by  conservative  bankers  in  our  city, 
and,  having  made  a  connection  with  them  many  years  ago,  v?e 
have  continued  it  down  to  the  present  day. 

Q.  I  note  a  considerable  amount  loaned  to  Eobert  Winthrop 
and  Company.  Is  any  officer  of  your  company,  of  the  Prudential 
Company,  interested  in  any  of  those  loans?  A.  Not  to  the  extent 
of  one  cent. 

Q.  Are  those  business  loans  made  to  the  firm  of  Eobert  Win- 
throp and  Company  on  approved  collateral?     A.  Entirely  so. 

Q.  They  are  not  loans" made  in  their  name  for  any  one  else? 
A.  ISTo,  sir. 

Q.  I  note  that  a  very  large  number  of  your  purchases  of  your 
securities  are  made  through  Kobert  Winthrop  and  Company?  A. 
They  are. 

Q.  Was  any  officer  or  director  of  your  company  interested  in 
those  purchases  ?     A.  Not  to  the  extent  of  one  cent. 

Q.  Eeceives  in  no  way  any  commissions  upon  them  or  interest 
in  the  firm  of  Eobert  Winthrop?  A.  In  no  way,  in  no  manner 
whatever. 

Q.  Do  you  know  Isle  of  King,  the  agents  of  the  Equitable? 
A.  I  do  —  yes,  sir. 

Q.  It  appears  that  you  make  loans  from  time  to  time  to  Isle  and 
King?  A.  They  have  ceased  to  be  agents  of  the  Equitable  and 
opened  a  banking  house  in  Newark,  arid  we  loan  them  as  bankers. 

Q.  When  did  they  cease  to  be  agents  of  the  Equitable  ?  A.  I 
think  probably  a  year  ago ;  I  am  not  accurate  as  to  the  date. 

Q.  So  that  the  loans  mentioned  on  your  sheet  were  subsequent 
to  the  time  when  they  were  agents  of  the  Equitable  ?  A.  Yes, 
sir. 

Q.  Is  it  a  fact  that  the  policyholders  in  the  Prudential  at  one 
time  did  have  a  right  to  vote?  A.  There  was  such  a  provision  in 
the  charter  as  originally  passed,  but  when  the  company  was  or- 
ganized on  its  present  basis  it  was  thought  by  the  directors  and 
stockholders  better  to  abolish  that  provision,  and  while  I  regret 
noAv  it  was  done,  it  was  done,  as  a  matter  of  fact,  thirty  years  ago, 
or  about  that  time. 

Q.  What  was  the  natiire  of  the  provision?  A.  Well,  it  is 
rather  indefinite;  it  is  so  long  ago  since  I  looked  at  it;  but  as  I 
remember  it  every  one  holding  a  policy  was  a  member  of  the  asso- 
ciation or  company  and  as  such  had  a  right  to  vote ;  I  am  not  clear 
in  my  memory. 
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Q.  I  think  you  testified  that  an  act  of  the  Legislature  took  awny 
tlie  righf  of  the  policyholders  to  vote?     A.  Yes,  sir.  • 

Q.  Was  the  passage  of  that  act  procured  by  your  company? 
A.  Yes,  sir. 

Q.  In  order  that  they  might  go  under  a  stockholding  ownert.liip 
entirely?     A.  Yes,  sir. 

MK.  HUGHES :  For  the  convenience  of  the  record  I  will  refer 
to  the  act  of  March  30th,  1880,  passed  by  the  Senate  and  Gen- 
eral Assembly  of  the  State  of  New  Jersey. 

Q.  Does  any  officer  of  your  company  receive  from  the  firm  of 
Robert  Winthrop  and  Company  any  commission  in  the  way  of 
interest  or  otherwise  in  any  individual  account?  A.  ISTone  what- 
ever. 

Q.  We  have  asked  your  company  to  supply  us  with  a  statement 
as  to  contributions  made  for  political  purposes;  is  this  statement 
which  has  been  handed  us  complete  ?  A.  It  is  complete  as  far  as 
I  know. 

ME.  HUGHES :    I  will  read  it  upon  the  record : 

"  The  company  has  made  no  contribution  to  any  political  cam- 
paign fund,  either  national,  state  or  municipal,  during  the  ten 
years  last  past,  except  as  follows : 

To  the  Republican  national  campaign  in  1896,  $6,000. 

In  1900,  $10,000,  and  in  1904,  $10,000. 

Q.  You  have  been  asked  to  furnish  the  committee  with  a  state- 
ment of  the  legal  expenses  incurred  by  the  Prudential  Company  ? 
A.  Yes,  sir. 

Q.  Eor  ten  years  last  past  ?    A.  Yes,  sir.    I  have  a  copy  here. 

Q.  Is  this  statement  complete?  A.  Yes,  sir,  as  far  as  I  am 
aware. 

MK.  HUGHES  :   I  will  have  it  marked  for  identification. 

(Statement  marked  Exhibit  ISTo.  674.) 

ME.  HUGHES :  This  is  condensed  form  and  I  will  read  it 
upon  the  record. 

Q.  I  call  your  attention  to  the  item  for  the  year  1899,  services 
and  disbursements  in  connection  with  legislation,  $15,899.42 ;  to 
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what  does  that  pertain?    A.  That  is  1899  in  connection  with  leg- 
islation ? 

Q.  Yes.  A.  We  have  two  payments  here,  one  of  $2,521.50 
and  the  other  of  $2,500,  paid  to  Andrew  Hamilton.  We  em- 
ployed him  that  year,  and  so  far  as  the  records  show  and  as  I  can 
recollect  it  was  the  only  time  he  was  employed  hy  us.  Judge 
Hamilton  was  a  man  of  wide  reputation  as  an  authority  upon  the 
insurance  lawj  he  was  the  author  of  a  book  upon  insurance  law. 
\re  had  some  trouble  in  the  different  legislatures  and  I  sent  for 
Judge  Hamilton  and  asked  him  to  represent  us.  That  accounts 
for  $5,000  of  that  amount.  Then  we  had  in  Colorado  what  tO'  us 
was  a  very  important  matter.  The  Legislature  of  Colorado  had 
passed  a  law  prohibiting  insurance  upon  the  lives  of  children.  It 
was  the  only  State  that  had  passed  such  a  law,  although  an  effort 
had  been  made  at  different  times  in  different  States.  I  believe 
it  was  the  only  legislative  body  in  the  world  as  my  memory  serves 
me  tliat  had  passed  a  law  prohibiting  absolutely  insurance  upon 
the  lives  of  children.  We  were  extremely  desirous  of  getting  that 
law  repealed,  and  we  employed  in  Denver  a  prominent  counsel 
who  practically  devoted  his  winter  to  that  work  in  the  effort  to 
get  that  law  repealed,  appearing  before  Committees  and  before 
the  Legislature  and  so  forth.  That  amounted  to  $7,500,  the 
amount  we  paid  to  this  gentleman. 

Q.  Who  was  he?  A.  James  H.  Bloody  which  together  with 
the  $5,000  we  paid  to  Judge  Hamilton  accounts  for  $12,500  of  the 
$13,000  disbursements. 

Q.  Do  you  recall  the  way  in  which  the  rest  was  disbursed? 
A.  We  paid  to  the  Metropolitan  Life  Insurance  Company  as  our 
proportion  of  some  expenses  in  matters  of  litigation — of  legisla- 
tion which  they  looked  after — we  paid  to  them  that  year 
$3,377.92.     That  accounts  for  about  all  of  it. 

Q.  In  connection  with  what  legislation  was  Mr.  Hamilton  em- 
ployed? A.  My  memory  is  not  as  clear  as  I  wish  it  was,  but  it 
related  to  Illinois  for  one  State,  and  I  think  there  Avere  some  other 
States  in  which  there  was  threatened  legislation  which  we  were 
desirous  of  protecting  the  company  against. 

Q.  Do  you  know  the  nature  of  the  legislation  threatened?  A. 
I  cannot  remember  it.  I  suppose  it  is  the  usual  kind  that  comes 
up. 

Q.  Did  you  understand  that  Mr.  Hamilton  was  to  render  ser- 
vices himself  or  was  to  employ  others?  A.  I  understood  he  was 
to  render  services  himself. 
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Q.  You  knew  tliat  he  was  a  New  York  attorney?     A.  Yes,  sir. 

Q.  Did  you  know  Avhetlier  he  had  any  facilities  for  rendering 
the  services  himself  in  Illinois?  A.  Well,  I  do  not  recall  particu- 
larly ahout  that. 

Q.  Did  you  know  his  relation  to  the  New  York  Life?  A.  Not 
particularly;  no,  sir. 

Q.  Who  introduced  you  to  Mr.  Hamilton?  A.  My  impression 
is  that  I  sent  for  Judge  Hamilton,  having  heard  of  his  standing 
as  an  authority  upon  insurance  legislation. 

Q.  Did  you  freqiiently  co-operate  with  the  Metropolitan  in  re- 
gard to  matters  of  legislation?  A.  Yes,  sir;  we  have  done  it  a 
number  of  times,  for  Ihe  reason  that  we  have  found  it  more  eco- 
nomical and  often  more  efficient;  instead  of  working  at  cross  pur- 
poses there  is  a  concentration  and  uniformity  of  effort. 

Q.  I  suppose  that  relates  particularly  to  industrial  matters? 
A.  Largely  so;  yes,  sir. 

Q.  And  in  such  a  case,  who  undertakes  the  management  of  the 
matter — the  Metropolitan  or  yourself,  or  do  you  do  it  jointly? 
A.  Usually  the  Metropolitan;  in  some  cases  we  have  looked  after 
matters  ourselves,  but  usually  the  Metropolitan,  I  think,  looks  after 
the  majority  of  cases. 

Q.  Have  you  ever  paid  any  money  to  A.  0.  Eields?  A.  No 
sir.  A.  C.  Fields?  There  is  a  gentleman  by  the  name  of  Fields 
who  was  a  resident  of  Baltimore,  that  we  have  at  different  times 
— he  is  a  prominent  counsel  there — that  we  have  paid  small  sums 
of  money  to;  that  is  Charles  W.  Fields,  a  different  man.  No, 
sir;  we  have  never  paid  any  money  to  A.  C.  Fields. 

Q.  Have  you  any  particular  counsel,  or  is  there  any  person 
who  looks  after  matters  of  legislation  for  your  company,  as  a 
rule?  A.  No,  sir,  we  look  after  it  ourselves,  employing  from 
time  to  time  such  counsel  as  we  think  necessary  for  that  purpose. 

Q.  Is  it  not  a  fact  that  being  so  larg°.ly  engaged  in  the  in- 
dustrial business  you  have  nearly  every  winter  to  consider  leg- 
islation as  affecting  that  business?     A.  Unfortunately  it  is  true. 

Q.  Is  it  your  idea  that  you  have  had  more  antagonism  in  pro- 
posed legislation  than  is  met  with  by  most  insurance  -companies? 
A.  Well,  I  do  not  know  that  I  can  say  that,  Mr.  Hughes;  we 
have  a  great  deal  of  trouble. 

Q.  Well,  you  in  the  ordinary  department  are  engaged  in  busi- 
ness similar  to  that  of  the  other  large  companies?     A.  Yes. 

Q.  And  then  on  your  industrial  side,  you  have  a   speciality 
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in  regard  to  which  there  has  been  much  legislative  activity?  A. 
Yes,  sir. 

Q.  And  I  vras  wondering  whether  the  fact  was  not  that  you 
had  perhaps  more  to  do  with  legislation  than  a  company  ordi- 
narily would  ?  A.  I  should  say  that  the  fact  that  we  had  the  two 
departments  does  add  to  our  troubles  in  that  direction. 

Q.  And  is  this  a  complete  statement  of  all  the  moneys  that 
you  have  been  called  upon  to  disburse  in  connection  with  legis- 
lation ?  A.  Complete  so  far  as  I  know.  Our  records  have  been 
carefully  examined  and  I  believe  it  to  be  accurate. 

Q.  You  have  no  account  to  which  items  of  this  sort  are 
charged  under  other  headings?     A.  None  whatever. 

Q.  So  that  when  we  look  at  this  list  we  know  every  dollar 
that  you  have  paid  out  for  the  purpose?     A.  Every  dollar. 

Q.  Do  you  contribute  to  the  New  York  Life  to  enable  it  to 
defray  expenses  in  connection  with  legislation?  A.  Nothing, 
we  have  never  paid  them  a  dollar,  to  my  knowledge. 

Q.  Or  to  the  Equitable?     A.  Not  to  my  knowledge. 

Q.  Or  to  the  Mutual  ?    A.  No,  sir,  not  to  my  knowledge. 

Q.  Or  to  any  one  connected  with  them?  A.  I  think  to  none 
other,  except  the  Metropolitan,  as  stated. 

Q.  How  is  it  possible  you  have  been  able  to  deal  with  legis- 
lation in  many  jurisdictions  on  so  small  an  outlay?  A.  Well, 
Mr.  Hughes,  we  have  worked  hard  and  tried  to  be  honest,  and 
we  have  used  our  best  endeavor  to  avoid  any  unnecessary  ex- 
pense, in  that  as  well  as  many  other  directions. 

Q.  In  how  many  States  do  you  do  business?  A.  We  do  busi- 
ness in  nearly  all  the  States,  I  should  say  in  roulld  numbers, 
forty  States;  but  not  industrial  business  in  all  of  those. 

Q.  In  how  many  do  you  do  industrial  business?  A.  We  do 
industrial  business  in  all  the  Eastern,  Middle  and  Western 
States,  and  in  the  Border  States,  along  the  South,  but  not  in 
the  Southern  States. 

Q.  Are  moneys  paid  out  by  the  Prudential  upon  executive 
order  without  further  authorization?  A.  In  many  cases  they 
are  necessarily  paid  out  on  executive  orders,  but  afterward 
brought  before  the  committees  and  approved. 

Q.  In  what  classes  of  cases  are  they  paid  out  in  the  first  in- 
stance, upon  mere  executive  orders  ?     A.  Oh,  in  many  cases. 

Q.  Are  you  referring  now  to  the  ordinary  routine  of  the  busi- 
aess?     A.  Ordinary  routine  of  the  business,  yes  sir. 
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Q.  Of  course,  payments  would  have  to  be  made  constantly 
in  that  routine?    A.  We  could  not  do  business  otherwise. 

Q.  Certainly  not,  but  apart  from  the  general  routine  of  the 
insurance  business,  and  coming  to  special  payments  to  meet 
particular  emergencies,  are  such  payments  made  upon  execu- 
tive order?  A.  I  should  say  as  a  general  matter  yes,  a  general 
proposition,  yes. 

Q.  Do  you  have  a  sytem  of  vouchering  by  which  your 
vouchers  show  the  services  rendered  in  case  of  legal  service? 
A.  We  have  a  system,  but  the  investigations  which  I  have  made 
in  answer  to  your  inquiry  has  developed  the  fact  that  they  are  not 
qviite  as  full  as  I  wish  they  had  been  in  the  past,  and  as  I  intend 
to  have  them  in  the  future.  Many  of  these  small  vouchers,  would 
say,  for  instance,  for  legal  services,  without  particularly  specifying 
the  nature  of  the  legal  service.  The  whole  matter,  of  course,  waH 
explained  at  the  time  the  voucher  was  put  in,  and  satisfactorily 
explained. 

Q.  Can  you  tell  me  what  of  the  moneys  stated  here  to  have  been 
spent  in  connection  with  legislation  have  been  paid  to  the  Metro- 
politan ?    A.  Yes,  sir,  I  can  tell  you  year  by  year. 

Q.  If  you  will,  please.  A.  Of  course,  as  requested  by  you,  thi.-i 
record  goes  back  only  ten  years. 

Q.  Yes.  A.  During  the  year  1895,  nothing  appears  to  have 
been  paid  to  them.  In  the  year  1896  we  paid  them  $4,078.34. 
In  the  year  1897  we  paid  them  $6,572.18.  In  the  year  1898  we 
do  not  appear  to  have  paid  them  anything  that  I  can  discover.  In 
the  year  1899 

Q.  Pardon  me  a  moment,  Senator.  I  have  been  told  that  you 
have  made  a  mistake  in  1898,  there  were  several  payments  there. 
A..  I  beg  pardon,  yes;  that  is  true.  In  1898  we  paid--them  one 
amount  of  $250,  one  of  $2,000,  one  of  $500,  one  of  $1,660,  making 
in  all  four  payments.  That  was  in  1898.  I  overlooked  that.  In 
1899  we  paid  them  $3,317.92.  In  1900  we  paid  them  $3,043.72. 
In  1901  we  paid  them  $3,628.43.  In  1902  we  paid  them 
$1,832.40. 

ME.  WAED :     There  was  one  other  payment  in  1902  of  $420. 

THE  WITNESS:    Yes,  $420,  and  also  $1,832.40. 

MK.  FISKE:  Those  two  items  are  the  totals.  It  is  not  in 
addition  to  the  original  $1,800. 
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ME.  LIlSrDABUEY :    Those  two  sums  are  all  that  they  pay. 

THE  WITNESS:    Two  sums  of  $20  and  $1,832.40. 

ME.  FISKE :     Those  are  the  only  ones. 

THE  WITNESS :  Those  are  the  only  ones.  One  sum  of  $420, 
and  one  sum  of  $1,832.40.  In  1903  we  appear  not  to  have  paid 
them  anything.     In  1904 

ME.  EISKE:  One  thousand  two  hundred  and  forty-seven 
dollars. 

THE  WITNESS:  One  thousand,  two  hundred  and  forty 
dollars  in  1904.    This  year  we  have  paid  them  nothing. 

Q.  Were  these  sums  paid  directly  to  the  Metropolitan  ?  A. 
Yes,  sir. 

Q.  ^¥hat  sort  of  vouchers  does  your  company  hold  for  them? 
A.  We  hold  the  receipt  of  the  Metropolitan. 

Q.  Have  you  anything  to  show  the  purposes  for  which  they 
were  used  ?  A.  They  specify  legislation ;  I  am  not  sure  about 
that. 

Q.  Can  you  tell  us  what  the  nature  of  the  legislation  has  been 
in  connection  with  which  these  amounts  have  been  expended  ? 
A.  It  has  been  all  kinds  of  legislation,  attacking  industrial  in- 
/■urance,  child  insurance,  business  in  every  phase.  I  want  to 
say  that  at  the  time  these  payments  were  made,  explanations, 
verbal  explanations  were  always  made  to  us  to  satisfy  us  that 
they  were  correct. 

Q.  Who  made  the  explanations?     A.  Mr.  Fiske. 

Q.  Mr.  Fiske  had  charge  of  that  matter  for  the  Metropolitan? 
A.  Yes,  sir;  and  in  every  instance  he  has  made  to  me  or  to  some 
of  the  other  officers  an  explanation  of  the  disbursement. 

Q.  So  you  have  no  knowledge  yourself  as  to  the  nature  of  the 
disbursements,  that  matter  was  in  Mr.  Fiske's  hands?     A.  Yes. 

Q.  Have  you  memoranda  from  which  you  can  tell  us  a  little 
more  in  detail  what  the  legislation  has  been  that  you  were  op- 
jiosing?  A.  Well,  it  has  been  so  various  it  would  be  hard  to  state, 
Now,  Mr.  Hughes,  I  read  in  the  papers  that  a  previous  witness 
'■aid  that  in  five  years  there  had  probably  been  seven  hundred  bills 
introduced  into  the  Legislatures  of  the  States.  I  took  pains  to 
look  that  up  from  the  best  authority  that  I  know  upon  that  subject 
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in  the  country,  and  I  find  as  a  matter  of  fact,  that  in  the  last  five 
\  ears  three  thousand  bills  or  over  have  been  introduced  affecting 
the  life  insurance  business. 

Q.  We  had  a  very  interesting  memorandum  from  the  files  of 
the  Equitable  which  showed  that  that  company  was  interested 
not  simply  in  insurance  matters  but  in  a  great  variety  of  sub- 
jects that  might  be  affected  by  legislation,  railroad  companies,  trust 
companies,  water  rights,  and  almost  everything  that  could  come 
up  for  "legislative  action,  was  the  subject  of  their  instruction  to 
those  who  had  charge  of  the  matter.  iSTow,  I  wanted  to  know 
V;'hether  you  kept  yourself  within  any  more'  circumscribed  limits 
than  they?  A.  Never  to  my  knowledge  has  there  been  one  dollar 
of  the  company's  money  spent  in  legislative  matters  except  in  a 
legitimate  way  and  upon  matters  that  aUect  our  own  company. 
iSTever  has  been  one  dollar  improperly  expended.  ISTever  has  been 
one  dollar  spent  in  any  way  than  in  legal,  legitimate,  open  ways, 
in  appearing  before  legislatures,  and  legislative  committees  in 
reference  to  the  matters.  You  asked  how  it  happened  that  we  had 
kept  our  legislative  expenses  so  low.  I  Kave  time  and  time  again 
personally  been  before  the  legislatures  and  committees  of  the  legis- 
latures to  argue  upon  bills  and  explain  the  nature  of  our  business, 
and  to  do  my  best  to  satisfy  the  committees,  not  to  pass  inimical 
and  hostile  legislation.      That  of  course  cost  the  company  nothing. 

Q.  And  you  generally  found  it  effective?  A.  T  am  happy  to 
say  that  in  most  cases  we  were  successful,  sir. 

BY  THE  CHAIEMAN:  ^ 

Q.  Senator  Dryden,  what  do  you  consider  the  best  authority, 
the  one  you  referred  to  as  to  the  number  of  bills  introduced?  A. 
The  Weekly  Underwriter,  a  piiblieation  called  the  Weekly  Under- 
writer. They  have  a  legislative  bureau  for  keeping  track  of  all 
legislative  bills  and  for  a  mere  nominal  sum  they  furnish  to  the 
company  a  list  of  bills  introduced  into  the  different  legislatures. 

13Y  ME.  HUGHES: 

Q.  Who  does  this.  Senator?     A.  The  Weekly  Underwriter. 

Q.  All  the  bills.  How  long  has  that  been  the  case?  A.  Oh, 
probably  ten  or  fifteen  years. 

Q.  All  of  the  bills  introduced  in  the  different  States?  A.  So 
far  as  they  can  ascertain  them,  yes,  sir. 
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Q.  It  is  not  necessary  to  maintain  an  establisliment  for  tliaf 
purpose,  to  get  that  information?  A.  Well,  there  is  this  trouble 
about  that,  that  their  information  when  it  reaches  the  companies  is 
liable  to  be  a  little  bit  late.  They  have  to  wait  for  reports  from 
all  over  the  country.     When  they  publish 

Q.  It  is  a  sort  of  post  mortem  information?  .  A.  When  they 
publish  this  list,  perhaps  the  bill  has  been  passed,  and  the  mis- 
chief has  been  done.  But  for  the  purposes  I  refer  to  it  as  the 
record  of  the  bills  that  have  been  introduced,  it  was  sufficient  for 
my  purpose. 

BY  THE  CHAIEMAl^: 

Q.  Senator  Dryden,  is  there  any  publication  that  you  know 
of,  or  publicity  bureau  or  other  means  of  information  whereby 
the  insurance  company  that  wishes  can  keep  informed  in  reason- 
able time  of  the  introduction  of  bills  and  the  nature  of  them? 
A.  I  do  not  know  of  any.  We  have  had  in  some  cases,  we  have 
made  an  arrangement  with  a  clerk  for  instance,  of  a  committee  or 
something  of  that  kind,  who  is  right  on  the  spot,  to  advise  us  when 
a  bill  is  introduced,  but  I  do  not  know  of  any  other  organized 
effort. 

BY  MR  OOX: 

Q.  What  was  the  result  of  the  Colorado  matter  to  which  you 
referred,  was  that  law  repealed?  A.  That  iight  continued  Tip 
to  the  very  last  hour  of  the  session.  It  was  repealed,  as  I  re- 
member, by  one  house;  a  majority  in  the  other'  house  had  ex- 
pressed themselves  as  in  favor  of  repeal.  In  the  meantime  the 
Legislature  had  fixed  a  day  and  an  hour  for  adjournment,  and  one 
of  the  opponents  of  the  appeal  talked  the  matter  to  death  and  the 
Legislature  adjourned  and  we  did  not  get  it. 

Q.  Did  it  not  come  up  again  the  following  year?  A.  Well,  we 
made  an  effort,  but  not  so  determined  an  effort,  subsequently. 
We  became  rather  discouraged,  and  we  fotmd  after  all  that  its 
effect  in  other  States  was  not  so  bad  as  we  feared  it  might  be.  We 
feared  that  it  might  serve  as  a  precedent  in  other  States.  The 
industrial  business  in  Colorado  itself  was  not  of  so  much  import- 
ance as  it  was  to  prevent  a  precedent  for  hostile  legislation. 

Q.  It  is  still  a  precedent  for  hostile  legislation?  Is  it  still  the 
law  of  Colorado?  A.  Yes,  sir;  it  is  still  the  law,  and  it  is  the 
only  State  that  T  know  of  that  has  a  law  to  this  effect. 
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Q.  So  you  do  not  do  business  of  this  character  in  this  Stiite? 
A.  We  are  doing  business  with  adults  but  not  with  children. 

BY  THE  CHAIEMAlsT: 

Q.  Before  you  leave  this  topic  of  legislation,  I  would  like  to 
ask  you  a  question  or  two.  How  long  have  you  been  in  public 
office,  Senator  Dryden?     A.  I  was  elected  in  1902. 

Q.  Then  your  adoption  of  this  method  of  publicity  in  regard 
to  legislation,  and  open  antagonism,  and  appearing  before  com- 
mittees, perfectly  legitimate  channels  of  opposition,  antedated 
your  going  into  public  life?  A.  Oh,  yes,  sir;  since  I  have  been 
in  public  life  I  have  not  had  an  opportunity  of  appearing,  I  am 
sorry  to  say.  I  do  not 'recall  a  case  in  which  I  have  appeared 
since  I  became  a  public  man. 

Q.  What  I  really  was  getting  at  was  this.  I  did  not  know  but 
that  your  experience  of  yourself  in  public  life  had  demonstrated 
to  you  that  that  was  the  preferable  course?  A.  Well,  I  think 
there  is  a  great  deal  to  be  said  in  favor  of  that.  I  hear  a  great 
deal  about  lobbyists,  and  corruption,  and  all  that  sort  of  thing. 
ISFobody  has  troubled  me  since  I  have  been  in  public  life  or  office 
with  corruption. 

Q.  The  experience  of  your  company,  if  I  undei-stand  yoi' 
aright,  shows  that  publicity  and  open  legislative  ventilation  ox 
criticism  of  bills  is  all  that  is  necessary  to  protect  you  to  a  rea- 
sonable extent  from  adverse  legislation?  A.  Yes,  sir.  I  be- 
lieve that  would  go  a  long  ways.  I  do  not  mean  to  say  that 
it  may  not  be  necessary  for  someone  to  appear  before  a  com- 
mittee and  explain  in  a  proper  way  the  effect  or  purpose  or  nature 
of  a  bill,  but  I  believe  that  publicity  is  a  great  cure  for  these  evils. 

Q.  And  in  the  years  that  you  have  been  in  charge  of  this 
company  you  have  never  had  to  resort  to  any  other  method  or 
contribute  to  any  means  which  were  used  to  your  gnowledge 
or  any  other  method  to  protect  your  company  ?  A.  Never  to  the 
extent  of  one  dollar. 

BY  MR.  HUGHES: 

Q.  Did  you  know  whether  the  Metropolitan  was  employing 
M.T.  Hamilton?     A.  I  did  not. 

Q.  Did  you  know  to  whom  the  money  you  paid  to  the  Met- 
ropolitan was  disbursed  ?     A.  I  did  not. 

Q.  Did  you  not  know  what  means  they  took.     A.  I  did  not. 

Q.  Did  you  ever  co-operate  with  any  of  the  other  insurance 
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comjjanies  in  regard  to  legislation  ?     A.  Never  and  we  did  it  with 
the  Metropolitan  on  account  of  our  industrial  business. 

Q.  Did  you  also  understand  that  the  John  Hancock  was  con- 
tributing to  the  Metropolitan?    A.  I  did. 

Q.  Is  it  a  fact  that  the  three  industrial  companies  placed  in 
the  Metropolitan's  hands,  or  combined  for  the  purpose  of  de- 
feating obnoxious  legislation?  A.  That  is  substantially  correct. 
The  Metropolitan  looked  after  the  matter  largely  in  the  interest 
of  all  the  companies,  and  so  far  as  we  were  concerned  we  consid- 
ered it  only  proper  that  we  should  bear  our  part  of  the  expense. 

Q.  Did  the  John  Hancock  bear  an  equal  part  ?  A.  No,  it  was 
divided  by  a  percentage  based  on  the  volume  of  business;  as  the 
John  Hancock  was  not  so  large  a  company  as  either  the  Metro- 
politan or  Prudential  we  thought  it  a  fair  division  that  the 
Metropolitan  should  pay  two-fifths  of  the  expense^  the  Pru- 
dential two-fifths  of  the  expense,  and  the  John  Hancock  one- 
fifth  of  the  expense. 

Q.  So  the  amounts  stated  by  you  to  have  been  paid  to  the 
Metropolitan  according  to  your  understanding  were  two-fifths  of 
the  expense  incurred  ?     A.  Yes,  sir. 

Q.  Now,  you  were  saved,  were  you  not,  the  necessity  of  mak- 
ing considerable  disbursements  in  connection  with  ordinary  life 
insurance  business  by  the  activity  of  the  three  large  companies  ? 
A.  I  think  that  is  wholly  probable. 

Q.  The  moneys  that  you  spent  were  connected  with  the  in- ' 
dustrial  insurance?     A.  I  have  no  doubt  almost  wholly  so. 

Q.  So  it  would  not  be  proper  for  us  to  draw  the  conclusion 
that  under  the  methods  that  were  employed  it  was  unnecessary  to 
expend  the  amounts  that  were  expended  for  legislative  purposes, 
simply  bcause  of  the  fact  that  you  did  not  expend  them  ?  A.  Oh, 
no.     I  do  not  wish  to  express  an  opijiion  upon  that. 

Q.  But  you  were  not  especially  looking  after  the  other  lines  of 
insurance  ?     A.  No. 

Q.  When  a  bill  came  up,  for  example,  that  would  enable  a 
policyholder  to  bring  a  si^it  for  an  accounting  in  New  York  by 
repeal  of  legislation  to  the  contrary,  did  you  interest  yourself 
in  that  ?     A.  I  do  not  remember  that  we  did.     I  should 

Q.  You  would  be  content  to  allow  that  to  be  handled  by  the 
other  companies?     A.  I  should  say  so,  yes,  sir. 

Q.  So  in  efFect  it  was  only  industrial  matters  or  legislation  that 
concerned  you  ?     A.  I  think  that  is  correct. 
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BY  MR.  COX: 

Q..  ^Yould  you  say  there  was  more  inimical  legislation  pro- 
posed relating  to  industrial  insurance  than  theo  rdinary  insur- 
ance? A.  I  think  that  in  the  past  it  has  probably  been  so,  for 
this  reason.  Industrial  insurance  is  a  comparatively  new  system 
of  insurance.  The  old  business  was  better  understood  and  more 
firmly  established.  The  industrial  insurance  for  various  reasons, 
some  people  do  not  approve,  and  I  think  it  has  led  to  attacks  on 
that  account. 

BY  ME.  HUGHES: 

Q.  But  from  your  experience  both  in  and  out  of  office  you 
have  no  reason  to  doubt  that  whether  the  subject  of  legislation 
is  industrial  insurance  or  any  other  kind  of  insurance,  your 
policyholders  can  be  protected  from  anything  really  hostile  to 
theif  interests  by  open  appearance  and  public  argument?  A.  I 
believe  so,  and  I  would  not  pay  a  dollar  for  any  other  purpose. 

Q.  And  you  do  not  think  it  necessary  for  any  company  to  ex- 
pend money  in  the  employment  of  lobbyists  or  for  any  other 
purpose  than  intelligent  argument  ?  A.  I  do  not  wish  to  express 
an  opinion  which  may  be  construed  as  a  criticism  of  any  com- 
pany, but  I  would  say  that  as  far  as  we  are  concerned,  it  has  not 
been  necessary  and  it  has  not  been  resorted  to. 

Q.  To  what  account  on  your  books  did  you  charge  the  moneys 
paid  out  for  campaign  purposes  ?  A.  In  all  cases  —  in  two  cases 
we  charged  them  to  expense  and  in  one  case  to  legal  expense. 

Q.  In  the  statement  of  legal  expenses  you  have  in  1905  fifty 
thousand  dollars  in  connection  with  litigation;  1904,  $49,000  in 
connection  with  litigation;  an  amount  considerably  in  excess  of 
the  expenditures  of  earlier  years.  What  was  the  occasion  for 
that  ?  A.  The  litigation  in  1904  followed  —  the  expenses  for  the 
litigation  in  1904  grew  out  of  the  attack  on  the  Prudential-Fidel- 
ity arrangement.  As  I  say,  that  matter  was  taken  into  court  and 
bitterly  fought.  The  very  action  that  was  taken  in  that  matter 
only  confirmed  the  fears  that  I  had  had  before,  which  led  me  to 
seek  some  plan  which  would  safeguard  the  policyholders  of  the 
company.  I  did  not  believe  and  I  do  not  now  believe  the  liti- 
gants in  that  case  were  the  real  litigants.  I  am  satisfied  that 
there  were  influences  and  powers  and  resources  behind  that  at- 
tack which  did  not  come  to  the  front.  I  had  that  suspicion,  and 
116 
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I  believe  it  to  be  true.  We  made  a  stubborn  fight  to  carry  that 
matter  to  success,  and  in  doing  that  it  involved  us  in  large  legal 
expenses.  That  accounts  for  the  matter  of  1904  largely.  In 
1905  we  had  one  large  item  of  legal  expenses  in  what  is  known 
as  the  Blair  case,  a  case  as  you  are  doubtless  aware.  Mr.  Blair 
was  a  very  prominent  man  in  St.  Louis,  and  committed  suicide. 
We  had  a  policy  I  think  of  one  hundred  thousand  dollars  on  his 
life,  being  the  re-insurance  of  another  company  to  that  extent. 
That  litigation  cost  us  $25,000.  In  addition  to  that  we  had  some 
trouble  with  the  Wisconsin  Dcjiartment  that  involved  expensive 
litigation.  That  has  been  amicably  settled  since,  and  I  think 
those  two  items,  Mr.  Hughes,  would  make  up  the  bulk  of  that 
large  amount  of  legal  expenses  for  1905. 

Q.  The  litigation  over  the  Wisconsin  Department  related  to 
the  charges  of  the  Commissioner  for  an  examination?  A.  No, 
sir.  The  charges  of  the  Commissioner  for  an  examination  had 
been  paid,  and  were  in  a  separate  item,  another  item.  The  Com- 
missioner attempted  to  cancel  our  certificate  of  authority  to  do 
business  in  that  State.  We  took  the  matter  of  the  United  States 
Circuit  Court,  and  the  judge  of  the  Circuit  Court  overruled  the 
action  of  the  Commissioner  and  ordered  him  not  to  interfere 
with  our  authority  to  do  business  in  that  State,  and  subsequently 
issiied  another  order  compelling  him  to  reissue  our  certificate  of 
authority,  which  I  think  had  been  formally  cancelled.  That  was 
the  litigation  that  I  referred  to  as  involved  in  this  item. 

Q.  To  what  extent  have  you  been  subject  to  annoying  de- 
mands upon  the  part  of  the  Insurance  Department?  A.  We  have 
been  greatly  troubled. 

Q.  Have  you  been  compelled  to  expend  considerable  sums  in 
connection  with  such  demands?  A.  No,  sir;  I  think  this  Wis- 
consin case  is  the  only  prominent  case,  the  only  one  that  has 
involved  any  considerable  amount,  the  only  one  that  I  recall.  I 
do  not  recall  any  others. 

Q.  What  amounts  of  money  have  you  had  to  expend  in  con- 
nection with  examinations  by  State  Departments?  A.  This  ex- 
amination by  the  Wisconsin  Department  was  the  most  expensive 
of  any  that  we  have  had,  and  that  involved  $22,000.  Aside 
from  that  we  have  been  examined,  I  think,  only  by  the  Depart- 
ment of  our  State,  and  the  ftost  has  been  quite  nominal,  quite 
small.  Perhaps  we  have  had  some  minor  examinations,  but  if 
so  I  do  not  just  now  recall  them. 
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Q.  You  liave  spoken  of  the  litigations  caused  hj  the  plan  to 
sell  stock  to  the  Fidelity  Ti-ust  Company  and  to  purchase  its 
stock.  "Was  that  not  stimulated  by  the  action  of  the  Massachu- 
setts Commissioner?  A.  Possiblv  it  was.  The  Massachusetts 
Commissioner  wrote  a  letter  at  that  time  disapproving  the  plan. 

BYMR.  WEMPLE: 

Q.  What  became  of  the  Blair  case?  A.  That  was  compro- 
mised, and  I  think  25  per  cent,  of  the  claim  was  paid. 

MR.  UNDABUKY:     One-fifth. 

THE  WITiiTESS:  Twenty  per  cent,  of  the  claim  was  paid  by 
the  different  companies. 

Q.  "Was  a  judgment  first  obtained  in  any  court?  A.  It  was 
not,  I  think  it  was  compromised. 

BY  THE  CHAIRMAN: 

Q.  Did  not  the  companies  interested  in  the  Blair  case  imite  in 
defence  of  the  actions?  A.  I  presume  they  did,  although  I  can- 
not state  authoritatively.  We  did  not  issue  our  policy  direct 
to  Blair.  We  had  re-insured  another  company  to  the  extent  of 
one  hundred  thousand  dollars,  and  therefore  our  action  was 
through  that  company,  as  they  were  primarily  responsible. 

Q.  That  is  what  made  me  wonder  why  your  expense  was  so 
great  as  twenty-five  thousand  dollars.  A.  It  does  seem  a  large 
item,  and  that  I  do  not  know  about  it.  We  had  simply  to  deal  with 
the  other  company,  because  we  did  not  insure  him  direct. 

Q.  Evidently  that  did  .not  cover  the  cost  of  the  litigation,  be- 
cause that  was  only  your  share  of  it?    A.  Evidently,  that  is  right. 

BY  MR.  ROGERS: 

Q.  What  other  company  was  that?    A.  The  Mutual  life. 

BY  MR.  HUGHES: 

Q.  What  was  the  cause  of  the  action  of  the  Wisconsin  De- 
partment? A.  The  Wisconsin  Department  having  examined  the 
Prudential  and  we  having  thrown  open  every  book  and  record 
and  paper  in  our  office  to  them  at  the  conclusion  made  a  demand 
upon  us  for  information  which,  in  my  judgment,  strictly  amounted 
to  an  examination  of  both  the  Fidelity  Trust  Company  and  the 
LTnion  National  Bank.     I  said  to  the  Commissioner,  The  Union 
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jSTational  Bank  was  an  institution  incorporated  under  Federal 
law  subject  to  Federal  supervision,  and  whatever  information 
the  Comptroller  of  the  Currency  chose  to  give  him  as  to  the  con- 
dition of  that  bank,  he  could  so  do,  of  course,  but  that  I  could 
not  and  should  not.  I  said  to  him,  as  to  the  Fidelity  that  it  was 
a  State  institution,  was  not  within  his  jurisdiction,  was  not  sub- 
ject to  his  supervision,  but  that  it  was  subject  to  the  supervision 
of  the  Insurance  Department  of  the  State  of  New  Jersey.  The 
Insurance  Department  of  the  State  of  Xew  Jersey  had  just  then 
completed  an  examination  of  the  Fidelity  and  had  announced  ils 
condition  entirely  satisfactory.  I  declined  to  furnish  to  the  In- 
surance Commissioner  of  Wisconsin  the  information  he  asked  for 
with  reference  to  the  Fidelity,  but  refei-red  him  to  the  Insiirance 
Department  of  the  State  of  Xew  Jersey.  Upon  that,  he  shortly 
thereafter  notified  us  that  he  should  cancel  our  certificate  of  au- 
thority to  do  business  in  that  State,  and  upon  that  notification 
we  made  the  issue  and  went-  before  the  United  States  Circuit 
Court  as  I  have  explained.  The  Court  ruled  in  our  favor,  and 
commanded  him  to  reissue  our  certificate  and  not  to  interfere  with 
our  business. 

Q.  You  have  been  asked  with  regard  to  the  syndicate  participa- 
tions of  your  company  and  its  ofiicers,  and  have  presented  to  the 
Committee  a  statement,  is  that  a  complete  statement?  (Handing 
paper.)     A.  That  is  complete  and  accurate  as  I  believe  and  know. 

MR  HUGHES :    I  will  read  it  in  evidence : 

"  SYNDICATES. 

"  The  company  has  never  been  a  member  of  any  syndicate 
formed  for  the  purchase,  acquisition  or  underwriting  of  bonds, 
stocks  or  other  securities,  nor  has  it  ever  entered  into  any  syndi- 
cate agreement  relating  either  to  the  underwriting,  purchasing  or 
acquisition  of  any  securities,  whatsoever,  nor  has  the  company 
ever  purchased  or  acquired  any  bonds,  stocks  or  other  securities 
from  any  syndicate,  of  which  any  officer  of  the  company  was  a 
member  or  in  which  he  was  in  any  way  interested." 

Q.  Has  the  Prudential  Company  been  interested  in  any  syndi- 
cate where  the  participation  was  taken  by  the  Fidelity  Trust  Com- 
pany? A.  The  Prudential  Company  has  never  been  interested 
in  any  syndicate  whatever  at  any  stage  of  the  existence  of  any 
syndicate. 
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Q.  Whether  the  participation  was  in  the  name  of  any  one  ?  A. 
In  no  respect. 

BY  MR.  COX: 

Q.  Have  any  of  the  officers  of  the  Prudential  been  interested 
in  any  syndicate  undei"writing  matters  ?  A.  Oh,  the  officers  as 
individuals  have,  but  not  in  any  matter  v?ith  which  the  company 
was  connected. 

BY  ME.  HUGHES: 

Q.  I  understand  your  statement  here  to  be  that  in  no  case  where 
any  officer  of  your  company  has  been  interested  in  a  syndicate  has 
the  company  directly  or  indirectly  taken  any  securities  from  thai 
syndicate?     A.  That  is  correct. 

Q.  That  is  a  complete  and  fiiU  statement  ?     A.  That  is  correct. 

Q.  And  there  has  been  no  cover  of  any  such  transaction  by 
the  use  of  the  name  of  any  trast  company  or  individual  ?  A. 
Absolutely  not. 

Q.  iTow,  has  your  company,  that  is,  the  Prudential  Company, 
been  interested  in  any  joint  account  with  any  trust  company, 
broker,  banker  or  other  person  for  the  purchase  or  sale  of  securi- 
ties ?     A.  It  has  not. 

Q.  Has  any  officer  of  your  company  been  interested  in  any 
purchase  or  sale  of  securities  by  your  company  ?    A.  It  has  not. 

Q.  Has  any  officer  of  the  Prudential  Company  ever  received  any 
commission  upon  the  insurance  written  or  any  part  of  it?  A. 
The  general  insurance,  the  insurance  that  comes  into  the  company 
from  the  field,  or  otherwise,  do  you  mean  ? 

Q.  In  any  way,  has  any  officer  of  your  company  had  a  commis- 
sion arrangement?    A.  Xo,  sir. 

Q.  Have  you  ever  received  a  commission  on  any  business  by 
the  Prudential?  A.  JSTo,  sir,  except  I  want  to  explain  this.  About 
1886,  I  think  it  was,  we  establisheil  a  rule  at  the  home  office,  Ave 
established  what  we  called  the  home  office  account,  under  whicli 
any  employee  at  the  home  office,  whether  lie  be  an  officer  or  clerk, 
a  man  or  woman,  any  one  wlio  was  an  employee  in  the  home  office, 
if  he  took  a  policy  on  his  own  life,  should  receive  a  commission 
on  that  policy;  but  that  is  applicable  to  an  entire  c'Tass,  embracing 
everybody  in  the  home  office. 

Q.  Including  the  officers  ?  A.  Including  the  officers  and  em- 
ployees. 
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Q.  How  was  the  rule  promulgated?  A.  I  think  by  an  execu- 
tive order. 

Q.  It  took  formal  shape?     A.  Yes. 

Q.  And  so  I  suppose  all  the  officers  of  the  Prudential  have  re- 
ceived commissions  upon  their  own  insurance?  A.  Under  that 
rule,  and  so  have  clerks. 

Q.  And  all  employees?    A.  Yes,  sir. 

Q.  And  have  these  commissions  been  the  same  as  those  ordi- 
narily paid  to  an  agent  ?    A.  Yes,  sir. 

Q.  Have  they  been  allowed  lq  reduction  of  the  premiums  ?  A.. 
Well,  they  have  been  allowed  when  the  premium  was  paid,  they 
were  paid  as  a  reduction  of  the  premium  at  that  time. 

Q.  And  I  suppose  all  have  availed  themselves  of  the  rule  ?  A 
Yes,  sir,  a  great  many  of  them. 

BY  ME.  COX: 

Q.  Does  that  include  renewal  commissions?  A.  Yes,  sir.  We 
justify  that  on  the  ground  that  that  account  was  not  subject  to 
any  agency  expense  such  as  rent,  unusual  agency  printing  matter 
or  anything  of  that  kind.  It  was  free  from  expense  and  therefore 
we  based  it  on  that  ground. 

BY  ME.  HUGHES: 

Q.  Have  you  any  facilities  for  writing  insiii'ance  that  is  offered 
to  you  directly  by  the  proposed  policyholders?  A.  I  do  not  think 
we  have.  The  volume  of  it,  the  amount  of  it,  would  be  so  in- 
finitesimal that  it  would  be  a  failure  to  attempt  to  do  it,  and  it 
would  not  justify  the  expense  of  maintaining  a  system  for  it. 

Q.  So  if  one  were  to  come  to  yoiir  office  in  N"ewark,  and  offer 
himself  for  insurance,  you  would  turn  him  over  to  an  agent  of  the 
company?  A.  Yes,  sir,  we  would  turn  him  over  to  an  agent  be- 
cause if  we  did  not  we  would  have  to  get  out  sets  of  books  and 
keep  them,  and  go  through  all  the  formalities  that  we  do  for  an 
agent,  and  as  I  say,  the  expense  of  doing  it  would  not  justify  it, 
the  amount  of  business  we  would  get  would  not  justify  the  expense 
of  doing  it. 

Q.  Is  there  any  law  against  rebating  in  New  Jersey?  A.  I 
think  not  at  present.    I  think  there  was  at  one  time. 

Q.  Was  it  repealed  ?    A.  I  think  it  was,  yes,  sir. 

Q.  When  was  it  repealed?  A.  Do  you  remember  when  it  was 
repealed  ? 
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ME.  LINDABUEY:    Tbe  law  is  in  force  yet. 

MR.  HUGHES :  Have  you,  Mr.  Lindabury,  a  copy  of  the  text 
of  the  law  ? 

MR  LINDABIIRY:    I  can  send  it  to  you. 

ME.  HUGHES :  I  would  be  very  glad  to  have  it.  Is  it  similar 
to  the  ISTew  York  Law  ? 

ME.  LINDABUEY :  No,  not  closely  similar,  it  is  on  general 
lines,  but  it  is  not  the  same. 

BY  ME.  WEMPLE : 

Q.  Was  there  any  secrecy  about  that  executive  order  aboiTt  com- 
missions?' A.  No,  not  the  slightest;  everj-  clerk  around  the 
office  knew  it,  and  pains  were  taken  to  have  them  know  it. 

Q.  Do  you  know  of  any  company  that  has  a  similar  order  ?  A. 
No,  I  do  not  know  of  any. 

Q.  Do  you  think  the  public  generally  understood  that  that  was 
issued  ?    A.  No  question  about  it. 

BY  ME.  HUGHES; 

Q.  Of  course,  the  result  was  that  the  officers  and  employees 
of  your  company  got  their  insurance  cheaper  than  other  people  '. 
A.  No  cheaper,  of  course,  than  an  agent. 

Q.  Not  cheaper,  of  course,  than  anybody  who  got  it  as  cheap  ? 
A.  No. 

Q.  But  cheaper  than  the  general  public?  A.  But  the  agent 
who  would  write  an  application  upon  his  own  life  would  recei\'c 
and  would  be  entitled  to  the  commission. 

Q.  That  has  always  been  a  rule  of  your  company  ?    A.  Yes,  sir. 

Q.  Is  that  a  general  rule  among  companies  ?  A.  As  I  am  in- 
formed, I  believe  it  is. 

Q.  What  is  your  rule  in  regard  to  the  answers  that  come  in 
from  advertisements  by  your  company?  A.  We  have  a  depart- 
ment that  looks  after  those  answers.  If  a  person  shows  an  in- 
terest in  the  company  that  department  communicates  with  the 
nearest  agent  or  superintendent,  as  the  case  may  be,  furnishing 
the  name  of  the  party  to  the  agent  or  superintendent,  with  the 
request  that  he  should  visit  that  party,  and  see  if  he  is  an  insur- 
able party,  and  if  so,  try  to  insure  him. 

Q.  There  is  an  additional  question  which  it  is  my  duty  to  ask 
you,  and  that  is  whether  in  any  campaign  in  which  any  officer 
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of  the  company  has  been  interested  directly  or  indirectly,  any  of 
the  company's  money  has  been  expended  in  any  way  to  procure  his 
election  ?    A.  Not  one  cent. 

Q.  Or  to  aid  in  it  ?    A.  Not  one  cent. 

THE  CHAIRMAN:     The  Committee  will  now  talie  a  recess 
until  2 :30  o'clock  sharp  this  aftemoom 


AFTER  RECESS. 

JOHN  E.  DRYDEN  resumed. 

BY  MR.  HUGHES: 

Q.  There  is  something  you  desire  to  add  I  understand  to  what 
was  said  in  regard  to  commissions  upon  insurance'^  A.  Yes,  sir. 
YoTi  wei-e  asking  if  any  of  the  officers  had  ever  i-eceived  commis- 
sions on  business.  I  want  to  explain  that  we  have  a  rule  in  oiu' 
office  that  the  clerks  in  the  em.ploy  of  the  company  at  the  Home 
Office  may  write  applications  and  receive  their  commissions  the 
same  as  agents;  and  some  of  the  junior  officers,  under  the  operation 
of  that  rule,  have  availed  themselves  of  the  opportunity  and  have 
done  it.  No  executive  officer  has  ever  received  any  commission 
whatever  so  far  as  I  know. 

Q.  Are  you  yourself  insured  in  the  Prudential?      A.  Yes,  sir. 

Q.  To  what  amount?  A.  I  am  insured  in  the  Prudential  for 
$15,500. 

Q.  And  that  is  on  the  ordinary  plan?  A.  Yes,  sir.  $500  is  on 
the  industrial  plan. 

Q.  And  what  commissions  do  you  receive  on  that  insurance  or 
have  you  received?  A.  I  receive  it  on  the  industrial  policy  25  per 
cent,  of  the  premium  paid  annually,  that  is  usually  paid  weeklj-, 
the  premium  on  that  kind  of  a  policy;  I  pay  my  premium  annually 
and  receive  25  per  cent,  the  same  as  anyone  else  employed  in  the 
Home  Office.     And  on  the  oi'dinary  plan  I  receive  7  1-2  per  cent. 

Q.  That  is  a  renewal  commission  of  7  1-2  per  cent.?  A.  Yes, 
fir. 

Q.  "What  was  the  initial  commission?  A.  In  one  case  45  per 
cent,  and  in  the  other  case  50  per  cent.,  I  believe. 


Testimony  of  John  F.  Dryden.  3G89 

Q.  And  the  renewal  commission  is  to  continue  how  long?  A.  I 
think  it  is  not  limited;  I  do  not  remember  that  it  is. 

Q.  And  that  is  paid  by  the  company  or  alloAved  in  reduction  oi 
]iremiuras?  A.  Allowed  when  I  pay  my  premiums,  I  get  that  in 
reductior^. 

Q.  Are  yon  insured  in  any  other  insurance  company?  A.  Yes, 
sir. 

Q.  In  what  company?  A.  I  am  insured  in  the  Mutual  Life  and 
in  the  Provident  Life  and  Savings. 

Q.  To  what  amount  ?  A.  In  the  Provident  Life  and  Savings  I 
have  a  policy  of  $10,000  and  in  the  Mutual  Life  $5,000. 

Q.  And  that  is  all?     A.  That  is  all. 

Q.  And  have  you  received  commissions  upon  either  of  tho?r 
policies?  A.  I  have  in  the  case  of  the  Provident  Life  and  Sav- 
ings. 

Q.  To  what  amount?  A.  I  think  it  is  Y  1-2  per  cent — 5  per 
:;ent.,  I  think. 

Q.  What  was  the  initial  commission?  A.  I  do  not  recall  now. 
it  was  the  ordinary  commission. 

Q.  When  \^'as  it  taken  out?  A.  It  was  taken  out,  I  suppose 
twelve  or  fifteen  years  ago. 

Q.  Have  you  received  any  commissions  directly  or  indirectly  on 
the  Mutual  policy?     A.  !!^o,  sir. 

Q.  You  are  not  insured  in  the  Equitable?     A.  IsTo,  sir. 

Q.  Have  you  a  statement  of  the  salaries  paid  to  the  executive 
officers  of  your  company?  A.  I  can  give  you  all  the  chief  officers 
from  haemory. 

Q.  Very  well.  A.  My  salary  is  $65,000  a  year.  The  salary  of 
the  vice-president  is  $60,000  a  year;  of  the  second  vice-president 
and  eeneral  counsel  $40,000  per  year;  of  the  third  vice-president 
$30,000'  per  year;  the  fourth  vice-president  and  comptroller 
$20,000  per  year ;  of  the  counsel  $16,000  per  year.  The  secretary 
is  $10,000 

ME.  WAKD:  $12,000. 

THE  WITNESS :  $12,000. 

Q.  Has  there  been  any  change  in  those  salaries  in  recent  years? 
A.  'No,  sir. 

Q.  For  how  long  has  your  salary  been  $65,000  ?  A.  I  should 
think  seven  or  eight  years.     I  can  tell 
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Q.  What  ^-as  it  previously  ?  A.  Before  that  it  was  $50,000. 
Perhaps  I  had  better  get  the  paper  and  be  accurate. 

(Witness  produces  paper. ) 

Q.  You  have  a  statement  of  the  salai-ies  there?  A.  I  have  a 
statement  of  the  salaries  of  myself  and  the  vice-president,  second 
vice-president  and  third  vice-president.  iN'ot  of  the  other  officers 
here. 

Q.  For  a  period  of  how  long?  A.  From  the  organization  of 
the  company  in  1875  doM-n  to  the  present  time. 

MR.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  675.) 

ME.  HUGHES  :  This  shows  the  following  salaries  paid  to  John 
F.  Dryden. 

1875,  October  13th,  $100  per  month  to  February,  1876. 

1S76  tp  187S,  inclusive,  $1,800. 

1879,  $3,250. 

188(;  to  1884,  $5,000,  which  salary  was  paid  to  Mr.  Dryden  as 
I'l'pjident  beginning  May  25th,  1881.  In  addition  to  the  $5,000 
for  1884  there  was  paid  an  amount  equal  to  2  per  cent,  of  the  cash 
savings  of  1884,  total  payment  not  to  exceed  $10,000. 

Q.  What  was  meant  by  the  cash  savings  ?  A.  Whatever  we  in- 
creased the  cash  assets  of  the  company,  that  is  to  say,  the  amount 
\vit  from  the  receipts  after  the  disbursements  had  been  paid. 

MR.  HUGHES :  1885,  $5,000  and  5  per  cent,  of  the  cash  sav- 
ing, no  limit. 

1886  and  1887,  the  same. 

1888,  $5,000  and  5  per  cent,  of  the  cash  savings  until  Octo- 
bei  8th.     Changed  October  8th  to  flat  salary  of  $20,000. 
1889  and  1890,  $20,000. 
1891  and  1892,  $30,000. 
1893  to  1898,  inclusive,  $50,000. 
1899  to  1905,  inclusive,  $65,000. 

Q.  You  have  never  received  any  portion  of  the  cash  saving  or 
any  other  amounts  in  addition  to  your  salary  than  is  stated  there  ? 
A.  None  whatever. 
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MK.  HUGHES  :  Compensation  to  Leslie  D.  Ward: 

1876,  medical  director,  none. 
18T7  and  1878,  the  same. 
1879,  as  medical  director,  $1,000  per  year. 
1880  to  1883,  inclusive,  $2,000  per  year. 
1884,  as  first  vice-president  and  medical  director,  $4,000. 
1885  to  1887,  inclusive,  $4,00€  and  3  per  cent,  of  the  cash  sav- 
ings in  each  year. 

1888,  $4,000  and  3  per  cent,  of  the  cash  savings,  changed  to  a 
fiat  salary  of  $15,000. 

1889  and  1890,  salary  $15,000. 
1891  and  1892,  salary  $25,000. 
1893  to  1898,  inclusive,  salary  $45,000. 
1899  to  1905,  inclusive,  salary  $60,000. 

EDGAE  B.  WAED. 
1875  to  1879,  inclusive,  attorney,  no  salary. 
1880  to  1884,  inclusive,  coimsel,  $400  a  year. 
April  14th,  1884,  changed  to  $1,500. 
1885  to  1886,  $5,000. 
1887  and  1888,  $6,000. 

1889,  $8,000. 

1890,  $10,000. 

1891  and  1892,  $15,000. 

1893  to  1898,  as  second  vice-president  and  coimsel,  $25,000. 

1899  to  1905,  inclusive,  $40,000. 

MR.  COX:  Mr.  Hughes,  in  the  testimony  before  recess  there 
\vas  a  very  small  item  that  appeared  in  the  statement  of  legal  ex- 
penses as  general  counsel.  I  wondered  at  the  time  just  what  that 
meant.  It  evidently  did  not  include  payments  to  the  general 
counsel  of  the  corporation. 

THE  WITNESS :     Oh,  no. 

Q.  What  was  it  for.  Senator  Dryden?  A.  I  do  not  recall  now 
.what  that  particular  item  was. 

BY  MR  COX: 

Q.  From  year  to  year,  Senator,  appeared  comparatively  small 
items  designated  as  general  counsel.  A.  Meaning  by  that  counsel 
that  we  called  in  from  outside  for  special  advice  upon  various  sub- 
jects, not  the  regular  counsel  of  the  company. 
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ME.  HUGHES:  Forrest  F.  Dryden's  compensation  is  stated 
as  follows: 

1883,  appointed  clerk  at  a  salary  of  $3.00  a  week  February  26th, 
1883,  and  remained  in  office  until  June  13tli,  1885.  Salary  at  the 
lime  of  leaving^  $10  a  week. 

1888.  Appointed  Inspector  October  4th,  1888,  salary  of  $12 
sveekly  increased  January  7th,  1889,  to  $15. 

Acting  Superintendent  at  Elizabeth,  January  28th,  1889 ; 
Superintendent  April  1st,  1889,  $25  weekly,  increased  August 
25th,  1889,  to  $30  a  week.  • 

1889.  Assistant  Secretary,  $1,500. 

1889.     Appointed  Secretary  at  the  same  salary. 

1891  and  1892,  Secretary,  $5,000  a  year, 

1893  to  1898,  inclusive,  $10,000  a  year. 

1899  to  1903,  inclusive,  $20,000  a  year. 

Appointed  thiud  vice-president,  and  in  1904  salary  fixed  at 
$25,000  a  year  and  in  1905  at  $30,000. 

Q.  You  have  referred  to  the  general  counsel  fees  which  appear 
ill  your  statement  of  legal  expenses  to  be  small  amounts  from  time 
to  time,  but  in  1904  amount  to  $28,000.  What  was  that  disburse- 
ment for?  A.  That  was  the  reduction  following  the  Roebottom 
suit  in  the  Prudential-Fidelity  matter. 

Q.  But  this  apparently  was  independent  of  the  fees  in  litiga- 
tion ?  A.  I  will  have  to  look  at  ray  memorandum.  In  1904,  Mr. 
Hughes  ? 

Q.  Yes.  A.  Yes,  sir.  The  general  counsel  fees  were  the  set- 
tlement with  counsel,  most  all  of  it  was  for  counsel  fees  in  connec- 
tion with  that  litigation  Avhich  had  taken  place. 

Q.  Who  was  the  covmsel  to  whom  that  was  paid  ?  A.  Well,  the 
larger  amount  was  paid  to  Mr.  T.  IST.  McCarter,  who  was  then 
Attorney-General  of  the  State,  but  acted  for  us. 

Q.  Under  the  laws  of  the  State  of  New  Jersey  the  Attomey- 
Cieneral  is  able  to  transact  private  business  at  the  saiue  time  he  was 
Attorney-General?    A.  I  assume  that  is  so. 

Q.  And  while  Mr.  McCarter  was  Attorney-General  he  was  act- 
ing for  you  in  this  litigation?    A.  Yes,  sir. 

Q.  That  is  for  the  Prudential  Company.  And  what  amoimt  of 
the  $28,000  was  paid  to  him?  A.  $27,500.  He  had  general 
charge  of  that  whole  subject.  I  had  consulted  him  a  long  time 
before  the  matter  matured  or  come  to  a  head,  and  during  its  prog- 
ress and  during  the  litigation  and  after  the  litigation  in  connection 
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with  proposed  legislation  in  Massacbnsctts  in  particular  and  in  hear 
iugs  before  committees  and  the  commissions,  and  Mr.  McCartei 
was  engaged  for  a  long  time  in  that  service. 

Q.  He  resigned  as  Attorney-General  to  become  president  of 
the  Public  Service  Corporation,  did  lie  not?  A.  'No,  sir;  he  r-- 
signed  as  Attorney-General  to  become  general  counsel  of  the  Fi- 
delity Trust  Company,  and  he  resigned  as  general  counsel  of  the 
Fidelity  Trust  Company  to  take  the  presidency  of  the  Public  Serv- 
ice Corporation. 

Q.  And  who  succeeded  him  as  Attorney-General?  A.  Hi^ 
brother  Kobert  H. 

Q.  Robert  H.  McCarter?    A.  Eobert  H.  McCarter. 

Q.  I  wish  you  would  take  this  list  of  securities  owned  by  the 
Prudential  Insurance  Company  and  read  upon  the  record  those 
items  which  formed  the  underlying  securities  of  the  Public  Ser^'- 
ice,  showing  when  they  were  obtained  and  the  par  and  book  value. 
You  will  simply  extract  from  the  total  of  securities  those  that  are 
connected  with  the  Public  Service  Corporation.  If  you  have  m 
separate  list  it  will  be  a  convenience.  (  Paper  produced.)  If  you 
have  it  in  condensed  form  I  will  put  it  in  in  that  shape,  making 
the  record  complete.  A.  I  have  it  showing  the  amount  purchased 
and  the  rate  of  interest  realized  on  those  securities. 

MR.  HUGHES:     I  offer  it  in  evidence. 

(Paper  marked  Exhibit  676,  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Are  all  the  collateral  loans  which  have  been  made  to  the 
Public  Service  Corporation  included  upon  this  list  of  collateral 
loans,  which  has  been  furnished  the  Committee  by  yovir  com- 
pany?   A.  I  believe  that  is  so. 

MR.  HUGHES:  I  will  have  this  first  marked  for  identifica- 
tion. 

(Paper  marked  Exhibit  No.  677  for  identification.) 

MR.  HUGHES :  I  will  read  the  following  loans  to  the  Pub- 
lic Service  Corporation: 
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I'UBLIC  SERVICE  CORPOEATION  OF  NEW  JEESEY. 

Rate:  4  per  cent.    Terms:  on  demand. 

Date.  Amount  of  loan. 

December  29,  1903 $500,000 

May  19,  1904,  payment  in  full 500,000 

Same  rate.     Same  terms. 

December  29,  1903 500,000 

May  19,  1904,  payment  in  full 500,000 

Same  rate.     Same  terms. 

December  29,  1903 500,000 

May  19,  1904,  payment  in  full 500,000 

Same  rate.     Same  terms. 

December  29,  1903 500,000 

May  19,  1904,  payment  in  full 500,000 

Same  rate.    Terms:  six  months. 

May  24,  1904 500,000 

November  22,  1904,  payment  in  full..  500,000 

Same  rate.     Same  terms. 

May  24,  1904 500,000 

November  22,  1904,  payment  in  full.  .  500,000 

Same  rate.     Same  terms. 

May  24,  1904 500,000 

November  22,  1904,  payment  in  full .  .  500,000 

Same  rate.     Same  terms. 

May  24,  1904 500,000 

November  22,  1904,  Tiayment  in  full .  .  500,000 

Same  rate.     Terms:  on  demand. 

October  31,  1904 1,000,000 

November  25,  1904,  payment  in  full.  .  1,000,000 

Q.  I  notice  in  the  statement  of  collateral  loans,  loans  from 
time  to  time  to  members  of  your  Board  of  Directors.  Were 
those  loans  made  upon  security  containing  an  ample  margin?  A. 
In  every  case. 

Q.  Were  they  loans  for  the  benefit  or  interest  of  anyone  other 
than  the  persons  here  named?    A.  No,  sir. 

Q.  How  are  loans  made  by  your  company;  that  is  to  say,  what 
is  the  machinery  for  their  authorization?  A.  We  have  a  Finance 
Committee  which  meets  every  week  and  goes  over  all  these  names 
or  applications  for  loans,  but  loans  are  not  always  approved  by 
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the  Finance  Committee  in  advance;  they  are  made  by  the  execu- 
tive officers  in  due  course  of  business,  and  reported  to  the  Finance 
Committee. 

Q.  Who  are  the  members  of  the  Finance  Committee  ?  A.  Mr. 
Edgar  B.  Ward,  Mr.  Uzal  H.  McCarter,  Mr.  A.  R.  Kuser  and 
myself,  ex-officio. 

Q.  Have  you  an  Executive  Committee  ?    A.  We  have. 

Q.  Who  are  the  members  of  the  Executive  Committee?  A. 
]\[r.  Jerome  Taylor,  Mr.  Theodore  C.  Blanchard,  Mr.  Edgar  B. 
Ward  and  myself,  ex-officio. 

Q.  Do  the  members  of  your  Board  of  Directors  receive  fees 
for  attending  meetings  ?    A.  Yes,  sir. 

Q.  What  amount?  A.  The  members  of  the  board  receive  for 
attending  board  meetings  tAventy-five  dollars;  for  attending  com- 
mittee meetings,  those  who  are  on  committees  receive  fifteen 
dollars. 

Q.  How  often  are  the  meetings  of  the  board?  A.  Once  a 
month. 

Q.  You  have  special  meetings  frequently  ?  A.  Not  frequently, 
but  if  there  is  any  special  thing  that  requires  it,  we  call  a  special 
meeting. 

Q.  How  many  times  did  you  have  special  meetings  in  1904, 
approximately?  A.  I  cannot  remember  definitely,  but  not  many 
meetings.  Committee  meet  every  week;  the  board  once  a  month 
regularly,  and  occasionally,  if  necessary,  a  special  meeting. 

Q.  Do  the  salaried  officers  of  the  company  receive  fees  for 
attending  meetings  of  committees?    A.  Xothing  whatever. 

Q.  Or  for  attending  meetings  of  the  board  ?  A.  Nothing  what- 
ever. 

Q.  This  sheet,  showing  the  purchases  or  the  securities  owned, 
is  a  complete  list?    A.  I  so  believe  it  to  be. 

MR.  HUGrHES:   I  will  have  it  marked  for  identification. 

(Paper  marked  Exhibit  No.  678  for  identification.) 

MR.  HUGHES:  I  will  read  upon  the  record  so  much  of  this 
as  pertains  to  the  ownership  of  stocks. 

Fidelity  Trust  Company;  date  of  purchase,  January  5,  1900; 
par  value,  $250,000;  price,  $250,000 ;  book  value,  $625,000;  pur- 
chased from  National  City  Bank  of  New  York. 

Same,  purchased  February  28,  1902,  $238,500;  price,  $500; 
book  value,  $1,192,500;  purchased  from  the  Fidelity  Trust  Com- 
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pany.  ISTet  value  of  stock  sold,  $8,500,000.  Par  value,  $42,500. 
Book  value,  leaving  value  of  present  holdings  of  stock  of  Fidel- 
ity Trust  Company,  $480,000  par  value,  $1,775,000  book  value. 

Stock  of  Union  National  Bank,  purchased  June  17,  1902, 
$400,000;  price,  $240;  book  value,  $960,000,  from  the  Fidelity 
Trust  Company,  and  purchased  June  23,  1903,  $50,100j  piice, 
$240 ;  book  value,  $140,240 ;  purchased  from  the  Fidelity  Trust 
Company. 

Making  the  total  stock  of  the  Union  National  Bank  $450,100; 
book  value,   $1,080,240. 

Q.  Were  you  not  in  error  in  putting  the  purchase  of  the  sales 
of  the  Prudential  Insurance  Company  by  the  Fidelity  Trust 
Company  in  1903  ?  Was  it  not  in  1902  ?  A.  During  the  recess 
Mr.  Ward,  of  counsel,  has  corrected  my  memory  on  that  point 
and  he  thinks  it  was  1902,  probably  that  was  so. 

Q.  On  January  1st,  1902,  the  Fidelity  Trust  Company  held 
74.27  shares  of  the  stock  of  the  Prudential  Company  in  trust 
for  another  party  —  that  is  your  understanding,  is  it  not  ?  A. 
Yes. 

Q.  And  between  that  time  and  the  end  of  1902  it  acquired 
20,001  shares?     A.  Yes. 

Q.  The  Fidelity  Trust  Company  now  has  upon  its  books  — 
that  is  the  Fidelity  Trust  Company  now  owns  according  to  your 
books  19,993  shares  of  the  Prudential  stock  —  is  that  correct? 
A.  I  think  so. 

Q.  Eight  shares  were  transferred  from  the  Fidelity  Trust  Com- 
pany December  11,  1902  ?     A.  Yes. 

Q.  That  was  after  the  decision  in  the  injunction  suit  to  which 
you  have  referred?     A.  Yes. 

Q.  Originally  20,001  shares,  just  a  majority,  were  transferred 
to  the  Fidelity  Trust  Company  and  after  the  decision  eight  shares 
were  transferred  out  of  it?     A.  Yes,  sir. 

Q.  I  would  like  you  to  state  from  whom  the  20,000  shares 
were  transferred  and  the  date  ?  A.  They  were  taken  from  P.  C. 
Blanchard,  E.  C.  Blanchard,  J.  F.  Dryden,  Cyntliia  F.  Dryden, 
F.  F.  Dryden,  E.  Kanouse,  Susan  A.  Kenney,  E.  B.  Ward,  J;  E. 
Ward,  L.  B.  Ward,  Minnie  P.  Ward,  W.  H.  McCarter  —  that 
should  be  U.  H.  McCarter  —  this  is  a  misprint  —  U.  H.  Mc- 
Carter, Jerome  Taylor,  Sarah  Johnson,  Emma  P.  Woolsey,  W.  S. 
•Johnson,  Annie  D.  Ward. 
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Q.  Does  the  Fidelity  Trust  Company  hold  in  addition  to  the 
19,993  shares  transferred  to  it  and  held  by  it  in  absolute  owner- 
ship certain  other  slmres  in  tri^t?  A.  I  am  of  the  impression 
that  they  do  not  now.  They  did  for  a  time  but  T  think  the  estate 
has  been  settled,  that  Campbell  estate;  T  am  not  sure,  but  my 
impression  is  the  estate  has  been  settled  and  that  they  do  not 
hold  this  now. 

Q.  When  was  that  trust  matter  terminated?  A.  Well,  I  can- 
not state  definitely. 

Q.  Some  time  ago?  A.  Possibly  a  year  or  so  ago.  I  want  to 
be  understood  as  not  testifying  positively  that  it  has  been,  but 
it  is  my  impression  that  it  has  been. 

Q.  It  has  been  stated  that  the  Fidelity  Trust  Company  owns 
as  trustees  and  votes  shares  amounting  to  538.44  —  I  assume  in 
addition  to  the  19,993  shares  which  it  owns  outright?  A.  T 
think  so. 

Q.  Is  that  true  ?    A.  I  think  so. 

Q.  Is  that  true  at  the  present  time  ?  A.  I  cannot  state  that 
definitely.  I  am  under  the  impression  that  that  trust  has  been 
terminated. 

Q.  That  is  a  matter  to  which  you  alluded  a  moment  ago  ?  A. 
Yes,   sir. 

Q.  And  for  whom  was  that  trust?  A.  Mr.  Charles  T.  Camp- 
lell.     He  has  since  died  and  I  think  the  estate  has  been  settled. 

Q.  Whatever  control  the  Fidelity  Trust  Company  may  have 
is  nov\'  limited  to  the  19,993  shares?    A.  Yes. 

Q.  It  owns  no  shares  and  votes  no  other  shares  directly  or 
indirectly  ?  A.  !N"o ;  and  I  would  like  to  state  in  that  connection, 
Jih.  Hughes,  that  the  persons  to  vote  the  proxy  for  that  stock 
are  appointed  by  the  Board  of  Directors  annually  and  appointed 
only  for  one  year,  and  as  I  have  already  testified,  nearly  two- 
thirds  of  those  Directors  are  not  stockholders  nor  interested  in 
any  way  in  the  Prudential  Insurance  Company. 

Q.  But  I  understood  that  the  stockholders  in  the  Prudential 
Insurance  Company  and  that  company  do  own  a  control  of  the 
Fidelity  Trust  Company?  A.  I  am  not  sure  that  they  do  own 
a  full  control,  but  they  and  close  friends  of  those  who  are  not  in 
the  company  own  a  control. 

Q.  In  addition  to  this  538.44  shares  which  at  one  time  were 
voted  by  the  Fidelity  Trust  Company  as  trustee,  were  there  also 
some  74  shares  and  a  fraction  which  were  held  by  an  officer  of 
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the  Fidelity  as  trustee  —  I  am  referring  to  shares  of  the  Pruden- 
tial ?    A.  I  believe  that  is  so. 

Q.  That  is  still  so  ?  A.  I  don^t  know  that  it  is.  I  am  under 
the  impression  it  is  not,  hut  I  do  not  wish  to  testify  positively 
upon  that  point. 

Q.  Who  was  that?    A.  Jerome  Taylor. 

Q.  Eor  whom  was  the  trust?  A.  I  cannot  remember,  Mr. 
Hughes,  in  whom  the  trust  was. 

Q.  Now  the  Prudential  Insurance  Company,  starting,  or  hav- 
ing in  18YY,  a  surplus  of  $6,115,  at  the  end  of  1904  had  accumu- 
lated a  surplus  of  $13,324,000?  A.  It  is  technically  called  sur- 
plus, that  is  in  accordance  with  the  practice  of  the  insurance 
companies,  placing  that  item  under  that  term. 

Q.  Does  that  include  the  capital  stock?  A.  'So,  sir,  I  think 
the  capital  stock 

Q.  The  capital  stock  is  as  a  liability?  A.  Yes,  that  does  in- 
clude the  capital  stock. 

Q.  That  does  include  the  capital  stock?    A.  Yes,  sir. 

Q.  InTow,  how  much  of  the  business  of  the  Prudential  Insur- 
ance is  participating?  A.  Mr.  Gore,  what  is  it,  about  70  per 
cent.  ? 

MR.  GORE :  About  69  per  cent,  and  on  the  ordinary  about 
78  per  cent. 

THE  WITNESS :  Mr.  Gore  is  the  Actuary  and  I  accept  his 
statement  as  correct. 

Q.  At  the  end  of  1902  it  appears  by  the  Blue  Book  that  the 
surplus  of  the  Prudential  was  $9,521,405.  That  included,  I  as-- 
sunie,  the  $2,000,000  of  capital  stock  and  the  figures  that  you 
have  named  as  the  prices  at  which  shares  were  transferred  in  the 
market  showed  a  value  somewhat  in  excess  of  the  book  value 
of  the  stock?    A.  Yes,  sir. 

Q.  I  suppose  in  anticipation  of  the  continued  success  of  the 
company  ?    A.  I  have  no  doubt. 

Q.  And  the  $600  a  share  was  also  considerably  in  excess  of 
the  book  value  of  the  stock  at  that  time  ?    A.  Yes,  sir. 

Q.  Now  under  the  plan  that  you  had  developed  for  putting  a 
majority  of  tlie  stock  in  the  ownership  of  the  Fidelity  Trust 
Company,  it  would  follow  that  the  owners  of  a  bare  majority 
of  the  stock  of  the  Fidelity  Trust  Company  would  have  con- 
froUed  the  Prudential  ?    A.  Yes. 
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Q.  And  to  put  that  concretely,  the  Fidelity  Trust  Company  at 
that  time  with  its  increased  capital  had  how  many  shares?  A. 
With  its  present  capital  it  has  20,000  shares. 

Q.  Twenty  thousand  shares,  so  tliat  the  holders  of  10,001  shares 
of  the  Fidelity  Trust  Company  stock,  or  one  share  more  than  half 
of  that  stock,  would  have  controlled  the  Prudential  Company? 
A.  Yes,  sir,  and  that  involves  the  whole  purpose  of  the  plan  which 
I  had  worked  out  and  tried  to  have  adopted,  to  hold  and  safe- 
guard that  stock  so  as  to  control  and  presence  the  company  against 
any  possible  accident  or  misfortune  of  its  falling  into  the  control  of 
selfish  persons. 

Q.  I  wanted  to  bring  that  out,  so  if,  for  example,  there  were 
40,000  shares  of  Prudential  stock  it  would  take  20,001  shares  to 
control  that  Company  ?    A.  Yes. 

Q.  IsTow  if  those  20,001  shares  were  owned  by  the  Fidelity 
Trust  Company  and  the  shares  of  the  Fidelity  Trust  Company 
were  20,000  in  number,  it  would  take  only  10,001  shares  of  the 
Fidelity  Trust  Company  to  control  the  Prudential  Company  ?  A. 
Yes,  sir. 

Q.  And  therefore  by  the  placing  of  the  control  of  the  Pm- 
dential  in  the  hands  of  the  Fidelity  you  in  effect  limited  the 
number  who,  through  the  ownership  of  Fidelity  shares,  could 
maintain  a  control  of  the  Prudential,  and  that  was  what  you 
liad  in  mind  in  speaking  of  the  preserving  of  control  ?  A.  Yes, 
sir,  to  collect  and  hold  together  this  stock  so  as  to  protect  the 
company. 

Q.  ]^ow  if  you  had  gone  one  step  further  and  put  the  control 
of  the  shares  of  the  Fidelity  Company  in  the  hands  of  the  X 
Company,  one-half  of  the  shares  of  the  X  Company  or  one  more 
than  one-half  would  have  coutrolled  the  Fidelity  and  in  turn  the 
Pi-udential  ?    A.  Yes,  but  we  did  not  go  that  far. 

Q.  I  know  that,  but  that  could  be  continued  so  we  could  have, 
by  a  succession  of  companies,  on  that  plan,  a  progressive  limita- 
tion of  the  number  necessary  to  control  all  the  companies  in  the 
series  ?  A.  But  I  am  sure  that  question  does  not  interest  me  ex- 
cept as  an  academic  one. 

Q.  Well  in  that  shape  it  is  a  vei-y  interesting  one  ?    A.  Yes. 

Q.  Xow,  to  come  back,  your  company  has  in  a  comparatively 
short  period  of  years  made  out  of  its  profits  over  and  above  all 
that  it  has  distributed  to  its  stockholders  and  its  policyholders 
an  amount  which  at  the  end  of  1904  was  $13,000,000,  and  dur- 
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ing  the  past  ten  years  or  so  I  nnderstand  it  has  been  paying  10 
per  cent,  on  its  capital  ?    A.  Yes,  sir.     Let  me,  are  you  through  ? 

Q.  Certainly,  go  on.  A.  I  want  to  say  a  word  with  respect  to 
that  so-called  surplus.  For  twenty  years  we  have  been  issuing 
participating  policies  in  the  ordinary  branch,  about  twenty  years. 
Since  1897  we  ha.^'e  been  giving  a  participation  to  the  industrial 
policyholders.  The  surplus  of  $11,000,000,  less  the  capital,  is 
not  in  the  strict — is  not  in  that  sense  a  surplus  to  stockholders, 
but  it  is  a  large  part  of  it  a  surplus  to  policyholders.  And  the 
actuary  estimates  that  if  we  continue  to  pay  to  our  industrial 
policyholders  and  our  ordinary  policyholders  the  same  rate  of 
dividends  that  we  have  been  paying  for  the  last  few  years,  90 
per  cent,  of  that  surplus  will  ultimately  be  retvimed  to  the  policy- 
holders. 

Q.  But  at  the  present  rate  of  progress  during  the  same  time 
you  will  accumulate  a  surplus  equal  to  what  you  now  have  and 
leave  you  at  the  end  of  the  period  with  a  greater  amount  as  sur- 
plus? A.  Xaturally  that  will  be  so,  but  we  have  to  consider  the 
business  from  this  standpoint,  that  possibly  some  time  the  com- 
pany will  cease  to  write  new  biTsiness.  Then  what  will  remain 
for  it  will  be  to  close  up  its  old  business,  whic'i  will  occupy  a 
long  period  of  time,  and  at  some  time  in  the  course  of  the  com- 
pany's history  such  a  condition — a  turning  point — will  have  been 
reached  in  its  affairs  when  its  assets  and  surplus  will  begin  to 
decrease,  and  ultimately  will  all  disappear  and  all  be  returned  to 
the  policyholder. 

Q.  To  those  then  existing  ?    A.  Yes,  sir. 

Q.  Kow,  the  theory  you  develop — not  the  theorj',  but  the  fact 
that  you  develop — is  that  in  this  surplus  so  called  are  all  the 
amounts  awaiting  apportionment  to  your  deferred  dividend  policy- 
holders ?  A.  Yes,  sir,  and  dividends  to  the  policyholder  which  we 
declare  from  year  to  year  by  a  resolution  of  the  Board  of  Direct- 
ors. I  wish  in  this  connection  to  call  your  attention,  ]\Ir.  Hughes, 
to  this  important  fact,  that  we  have  upon  our  books  some  millions 
of  policies  on  the  industrial  classes,  the  original  contract  of  which 
never  called  for  one  cent  of  return  in  the  way  of  dividends.  "We 
have  already  paid  out  to  such  policyholders  voluntarily  over  six 
millions  of  dollars,  and  we  expect  in  the  future  to  pay  a  vastly 
greater  sum  than  that,  and  from  year  to  year  we  are  now  doing 
that  by  the  action  of  the  Board  of  Directors. 

Q.  But  your  surpdus  each  year  is  determined  after  all  the  pay- 
ments of  the  year  in  the  Avay  of  dividends  have  l)een  made?  A. 
Yes,  and  it  naturally  increases  as  the  volume  of  business  grows. 
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Q.  Ill  accordance  with  your  success  and  gains  from  the  various 
insurance  sources  as  Avell  as  from  investments  ?    A.  Yes,  sir. 

Q.  But  M'hatever  has  not  been  paid  out,  and  which  will  at  any 
time  be  apportioned  by  way  of  dividends  to  policyholders,  is  a  part 
of  this  amount  called  surplus?     A.  Yes,  sir. 

Q.  And  while  you  ha^-e  not  as  yet  taken  upon  yourself  by  an 
apportionment  a  legal  obligation  to  pay  a  particular  amount  to 
any  one,  you  present  the  facts  that  in  this  so-called  surplus  is  the 
accumulation  out  of  which  the  dividends  to  your  deferred  dividend 
policyholders  particularly  M'ill  be  paid?    A.   Yes,  sir. 

Q.  Do  you  keep  an  accounting  ^vith  each  policyholder  of  the 
amount  to  which  he  will  become  entitled  at  the  end  of  a  deferred 
dividend  period  ?  A.  We  certainly  do  not  with  the  industrial  pol- 
icyholders and  with  the  ordinary  we  do  not. 

Q.  Then  you  do  not  take  upon  yourselves  any  obligations  or 
define  any  amount  which  will  at  any  time  become  payable  until 
the  expiration  of  the  period  set  for  the  deferred  dividends  ?  A. 
'No.  The  dividends  which  are  paid  during  any  term  of  years  are 
voted  by  the  Board  of  Directors  at  the  beginning  of  that  year. 

Q.  But  with  all  that  talcen  into  consideration,  it  is  ajiparent 
from  the  fact  that  you  commenced  with  a  cash  capital  of  $91,000 
and  that  you  have  now  this  amount  of  surj^lus,  that  the  business 
of  tJie  company  has  been  extraordinarily  successful.  A.  We  have 
been  successful,  undoubtedly. 

Q.  And  it  was  in  recognition  of  that  and  of  the  probability  of 
the  continued  success  of  your  company  that  this  amount  of  $600 
a  share  was  fixed  at  the  time  of  the  sale  of  the  Fidelity  ?  A.  Xo 
doubt  of  it. 

Q.  That  success  has  been  largely  due  to  your  industrial  busi- 
ness ?     A.   Yes,  sir,  that  was  our  foundation. 

Q.  When  did  you  begin  to  write  ordinary  policies  ?  A.  T  think 
it  was  in  1886. 

Q.  And  when  was  it  that  your  ordinary  business  reached  any 
considerable  sum?  A.  Well,  I  should  say  that  for  the  first  ten 
years  it  was  quite  limited,  and  from  that  time  it  began  to  grow 
and  increase,  from  that  time  on. 

Q.  It  appears  from  the  blue  book  that  in  1904  your  industrial 
insurance  outstanding  amounted  to  $675, 092, 239.  and  that  your 
ordinary  amounted  to  $380,710,769.  Your  industrial  business  is 
nearly  twice  your  ordinary  business  ?    A.  Yes,  sir. 
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Q.  Now,  your  rates  for  your  industrial  policies  are  aboiit  twice 
the  amount  of  your  ordinary  rates,  are  they  not  ?  A.  ISTot  twice. 
We  find  that  the  mortality  among  the  industrial  classes  is  nearly 
one  hundred  per  cent,  greater  than  among  the  selected  risks  in  the 
ordinary  classes.  I  think,  to  be  accurate,  it  is  about  93  or  94  per 
cent,  higher,  but  our  rates  to  the  industrial  policyholders  are  only 
about  60  per  cent,  greater. 

Q.  Would  that  rate  of  60  per  cent,  higher  obtain  generally 
through  the  various  classes  of  industrial  insurance  ?  A.  I  should 
think  so. 

Q.  iN'ow,  I  call  your  attention  to  a  book  which  has  been  sent 
me  by  your  company,  which  I  understand  to  be  your  manual  in 
the  ordinary  department.  Is  that  right?  A.  Yes,  sir,  agents' 
manual. 

MR  HUGHES :    I  will  have  that  marked  for  identification. 

(Book  marked  Exhibit  679  for  identification.) 

Q.  It  bears  the  imprint  of  1900.  Does  it  contain  the  rates 
that  are  now  in  existence  ?     A.  I  believe  that  is  so,  sir. 

MR.  GORE:    1900? 

MR  HUGHES :    Yes. 

ilR.  GOEE :    No,  our  rates  were  changed  in  1901, 

MR.  HUGHES :    This  was  sent  to  us. 

MR  GORE :    Here  is  one. 

(Handing  book.) 

THE  WITNESS:   The  other  book  is  a  later  edition. 

Q.  The  book  now  shown  you  is  the  present  book?  A.  Yes. 
sir.     That  issued  for  January,  1906. 

MR.  HUGHES :   I  will  have  that  marked  for  identification. 

(Book  marked  Exhibit  680  for  identification.) 

Q.  And  this  that  I  now  show  you  is  your  table  of  rates  for  in- 
(h I strial  policies  now  in  force?     A.  Yes. 

MR  HUGHES :    I  will  have  that  marked  for  identification. 

(Card  marked  Exhibit  681  for  identification.) 
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Q.  Now,  if  yoiT  refer  to  the  Industrial  Life  Insurance  Table 
of  rates  at  age  of  forty,  to  obtain  five  hundred  dollars  of  insurance 
there  must  be  paid  how  miich  ?     A.  Fifty  cents  a  week. 

Q.  Or  twenty-six  dollars  a  year?     A.  Yes,  sir. 

Q.  !N"ow,  if  you  will  take  your  ordinary  rates  for  whole  lifo 
instirance  for  one  thousand  dollars,  or  twice  the  amount  which 
is  mentioned,  the  premium  for  a  participating  whole  life  policy 
at  age  forty  would  be  how  much?    A.  $32.68. 

Q.  So  the  one  who  insures  in  your  company  on  the  industrial 
side,  paying  fifty  cents  a  week  or  twenty-six  dollars  a  year,  gets 
five  hundred  dollars  insurance  and  the  one  who  insures  in  the 
ordinary  department  and  pays  $32.G8  a  year  gets  one  thousand 
dollars  of  insurance  ?     A.  Yes,  sir. 

Q.  And  that  would  be  a  fair  illustration  of  the  difierence  be- 
tween costs  ?     A.  I  think  so. 

Q.  Both  policies  participating  in  whatever  accumulation  may 
apply  to  either?  A.  Yes,  sir.  Of  course,  there  is  a  very  suffi- 
cient reason  for  that. 

Q.  You  might  state  that  now,  if  jon  desire  to.  A.  In  the  case 
of  the  ordinary  policy,  there  is  in  the  first  place  a  careful  selection 
of  the  risk.  We  have  a  most  thorough  medical  examination  by 
at  least  one  doctor,  and  if  the  amount  is  large  enough,  by  twn 
doctors.  Then  the  premiums  are  paid  not  less  frequently  than 
once  a  quarter,  the  premiums  are  usually  paid  by  that  class  of 
]ieople  who  insure  under  that  foi-m  of  policy  by  check  sent  to  tlio 
agent,  or  sent  to  the  company,  and  the  cost  of  making  those 
collections  is,  of  course,  inconsiderable.  In  the  case  of  the  in- 
dustrial policy,  we  send  an  agent  at  least  fifty-two  times  a  year 
to  a  man's  house  or  shop,  to  collect  his  premium.  Frequently 
the  agent,  on  account  of  not  finding  the  party  at  home,  or  in 
his  shop,  will  have  to  go  two  or  three  times  in  a  week  to  get  that 
premium.  That  makes  it  expensive.  Then  the  machinery  for 
taking  care  of  that  business  at  the  home  office  is  very  elaborate, 
and  somewhat  complicated,  and  necessarily  must  be  so,  because 
we  require  a  report  from  each  agent  among  all  the  thousands  of 
agents  in  the  employ  of  the  company,  scattered  all  over  the  coun- 
Irv-  We  require  a  report  from  each  agent,  upon  his  biisiness 
every  week;  and  if  there  is  a  failure  to  make  a  report  for  a  single 
week  by  a  single  one  of  these  thousands  of  agents,  our  machinery 
is  put  into  operation  to  ascertain  the  reason  why  we  have  not 
received  that  report.     In  the  field  we  maintain  an  organization 
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which  is  not  dissimilar  to  that  of  a  military  organization  in  its 
efficiency  for  work. 

Q.  And  also  in  its  discipline?    A.  Yes,  sir,  necessarily  it  must 
be  so  in  its  discipline.    In  dealing  with  millions  of  people  we  must 
see  that  they  are  fairly  treated,  and  not  neglected  or  abused;  and 
therefore  we  have  to  maintain  a  rigid  discipline.     Our  superin- 
tendent, who  is  over  a  number  of  assistant  superintendents,  and 
they,  each  one  of  them,  over  a  certain  number  of  agents,  is  charged 
with  the  responsibility  of  seeing  that  policyholders  in  his  district 
are  fairly  and  honestly  dealt  with^  that  they  are  punctually  looked 
after  as  to  paying  their  premiums,  because  if  they  get  in  arrears 
it  becomes  very  difficult  for  them  to  catch  up.    He,  in  turn,  holds 
the  assistant  siiperintendent  under  him  to  a  rigid  accountability 
for  their  agents;  and  the  assistant  superintendent  has  upon  him 
the  responsibility  placed  of  seeing  that  the  people   are  looked 
after,  and  the  assistant  superintendent,  in  order  to  assure  himself 
that  there  has  been  no  neglect  and  no  abuse,  and  no  misrepresenta- 
tion on  the  part  of  the  agent,  has,  as  a  part  of  his  duty,  to  visit 
these  houses  from  time  to  time,  to  see  the  people  who  pay  their 
premiums,  and  compare  the  premium  receipt  book  with  the  agent's 
collecting  book  to  sec  that  they  tally,  and  to  find  that  the  whole 
business  is  kept  up  and  honorably  and  honestly  conducted.    ISTow, 
that  costs  money. 

^N'ow,  in  addition  to  that,  it  is  a  fact  Mr.  Hughes,  it  is  not  a 
theory,  but  it  is  a  fact,  which  a  vast  amount  of  experience  has 
demonstrated  beyond  all  question,  that  the  mortality  among  that 
class  of  people  is  higher.  Unfortunately  they  are  not  as  well  clad, 
nor  as  well  fed,  nor  can  they  surround  themselves  with  the  com- 
forts and  the  necessities  of  life,  that  people  in  better  circumstances 
can.  That  increases  the  mortality,  and  in  a  business  of  this  kind 
it  all  has  to  be  taken  into  consideration. 

Q.  The  result  is  that  your  premiums  are  in  the  ratio  of  fifty  to 
32.68,  comparing  the  industrial  with  the  ordinary  departments, 
because  of  the  high  rate  of  mortality,  and  because  of  the  great 
expense  incident  to  the  business^    jV.  Yes,  sir. 

Q.  What  method  of  seLection  have  you  in  taking  your  risks  in 
the  industrial  department  ?  A.  We  have  for  some  of  the  policies, 
we  have  an  examination  by  the  doctor,  to  whom  we  pay  a  fee  of 
fifty  cents.  Then  we  have,  in  addition  to  that,  a  system  of  in- 
spection on  the  smaller  policies,  for  which  we  pay  twenty-five 
cents. 
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Q.  "What  is  done  under  that  system  of  inspection  ?  A.  The  in- 
spector is  reqitired  to  visit  the  home  where  the  people  live  to  see 
the  surroundings,  to  see  the  person  whose  life  is  to  he  insured, 
to  ask  certain  questions,  and  in  a  general  way  to  satisfy  himself 
that  for  the  purposes  of  an  industrial  company  it  is  a  proper  risk. 
Jfow,  upon  that  question  of  medical  examination,  the  great  Pru- 
dential of  London,  which  is  the  great  leader  of  us  all,  in  that 
branch  of  business,  has  gone  into  it  with  extreme  care  and  after 
great  experience  and  an  exhaustive  analysis,  they  came  to  the 
conclusion  some  years  ago  that  it  was  better  not  to  attempt  to 
examine  all  the  risks,  but  that  they  could  better  afford  to  deal  with 
the  people  in  a  more  liberal  way  than  by  paying  out  so  much 
money,  as  they  would  be  required  to  do  by  medical  examination,  if 
they  were  required  to  examine  everybody.  "We  do  not  examine 
everybody,  except  in  some  States,  where  we  are  required  by  law 
to  do  that. 

Q.  Where  is  that?  A.  I  think  Massachusetts  is  one,  if  I  am 
not  mistaken. 

Q.  May  I  inteiTupt  you  to  ask  what  is  tlie  rate  of  moi'tality 
shown  in  M'assachusetts  as  compai-ed  with  your  industrial  busi- 
ness? A. -The  rate  of  mortality  on  Massachusetts  in  our  own 
company  ? 

Q.  Yes,  where  you  have^ 

THE  WITNESS:  Have  you  any  figures? 

ME.  FISKE:  It  is  higher. 

ME.  GOEE:  Higher. 

THE  WITNESS:  Higher,  yes,  sir. 

Q.  Is  that  because  the  drK-lors  are  more  inefficient  in  Massa- 
chusetts?    A.  No,  .eir,  I  think  not. 

ME.  EISKE:  On  account  of  the  climate  and  the  nationality 
and  work. 

THE  WITNESS:  The  cotton  mills— 

ME.  HUGHES:  And  the  examination? 

ME.  FISKE:  No,  it  is  the  climate  and  nationality  and  the  clas? 
of  work.  They  are  factory  operatives,  French  and  Irish,  and  Wvc 
in  a  very  trying  climate. 


8706  Legislative  Insurance  Investigation. 

ME.  HtJGHES:  So  it  miglit  be  a  good  deal  worse  if  they  were 
Bot  examined? 

MK.  FISKE:  UnquestionaUy. 

Q.  Proceed,  Senator  Dryden.  I  inteiTupted  you.  A.  Perhaps 
I  had  said  about  all  I  needed  to  say. 

Q.  What  proportion  of  your  business  is  inspected  in  this  general 
way  by  a  visual  examination  ?  A.  Do  you  know  what  proportion 
of  our  business  is  inspected? 

ME.  GOEE:  More  than  half  of  it. 

THE  WITNESS:  By  the  medical  inspectors  or  inspectors  and 
others 

ME.  GOEE:  By  medical  inspectors. 

THE  'WITNESS:  By  medical  inspection,  meaning  the  doctors, 
and  medical  inspectors,  more  than  half  of  it  is  inspected. 

Q.  You  mean  by  that  inspected,  as  contrasted  with  a  medical 
examination?  A.  I  include  in  that  the  medical, examinations  and 
the  inspections  on  the  industrial  business,  more  than  half  of  it. 

Q.  Whaht  proportion  of  the  industrial  business  involves  an  in- 
spection as  contrasted  with  a  medical  examination?  A.  Do  you 
know  that,  Mr.  Gore? 

ME.  GOEE:  Well,  everything  below  $250  in  amount,  and  that 
would  be — 

ME.  HUGHES:  About  what  volume  of  your  outstanding 
insurance  has  been  taken  on  that  basis? 

ME.  GOEE:  Perhaps  60  per  cent. 

ME.  HUGHES:  Of  the  industrial  insurance? 

ME.  GOEE:  I  should  think  so. 

ME.  HUGHES:  We  may  also  assume  that  60  per  cent,  of 
your  industrial  insurance  is  represented  by  policies  calling  for 
not  more  than  $250. 

]\1E.  GOEE:  That  is  an  estimate,  but  it  is  not  far  wrong  one 
way  or  the  other. 

Q.  Who  makes  these  twenfy-five  cent  inspections,  regular  phy- 
sicians in  actual  practice  or  those  who  are  retained  exclusively  fci 


Testimony  of  John  F.  Dryden.  3707 

your  work?  A.  No,  sir,  I  think  they  are  usually  young  doctors 
in  general  practice,  young  doctors. 

Q.  And  your  examination  is  paid  for  at  the  rate  of  fifty 
cents?     A.  Yes. 

Q.  And  what  do  you  pay  in  ilassachusetts  for  a  medical  exami- 
nation?    A.  I  think  the  rate  is  the  same. 

Q.  Fifty  cents?  A.  Excepting  in  Massachusetts  we  are 
required  to  have  everybody  examined. 

Q.  There  you  have  100  per  cent,  of  your  industrial  risks  medi- 
cally examined,  while  here  you  have  40  per  cent.,  approximate]}', 
medically  examined,  and  the  price  for  the  examination,  if  there  is 
one,  is  the  same  in  both  places?     A.  Yes,  sir. 

Q.  Notwithstanding  the  high  premiums  on  the  industrial 
department,  based  upon  the  high  rate  of  expected  mortality,  it 
Avould  appear  from  your  gain  and  loss  exhibit  of  last  year  that 
your  percentage  of  actual  to  expected  mortality  was  114.99  per 
cent.?     A.  Yes,  sir. 

Q.  So  that  your  actual  mortality  is  largely  in  advance  of  what 
you  base  your  premiums  upon?  A.  Yes,  our  premiums  are  based 
upon  the  regular  table,  the  American  Experience  4^  per  cent. 

ME.  GORE:  That  ia  the  legal  requirement,  but  we  base  them 
upon  our  own  experience. 

THE  WITNESS:  But  the  table  shows  we  base  them  on  the 
American  4:i  per  cent. 

Q.  I  understand  you  base  your  premiums  on  the  indusfrial 
business  on  the  high  rate  of  mortality,  so  I  presume  you  base  your 
premiums  in  that  department  upon  your  own  experience  ? 

ME.  FISKE:  That  department  requires  us  to  compare  it  with 
the  standard  table. 


ME.  HUGHES:  So  this  gain  and  loss  exhibit  does  not  sho 


w 


the  actual  to  the  expected  mortality  as  the  latter  is  regulated  in 
your  premium  rate  sheet? 

MR.  FISKE:  No,  that  is  right. 

Q.  What  is  the  result  actually  of  the  business  of  your  company? 
I  mean  in  its  industrial  department,  how  does  your  actual  mor- 
tality in  the  industrial  department  compare  with  the  expected 
mortality  indicated  by  your  premium  rate  in  that  department? 
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im.  GOEE:  It  is  lower. 

MR.  HUGHES:  You  have  a  saving? 

MR.   GOEE:  Yes. 

MR.  HUGHES :  Can  you  tell  me  what  the  ratio  was  last  year  of 
the  actual  to  the  expected  mortality  in  the  industrial  department? 

MR.  GORE:   We  cannot  tell  that  exactly,  Mr.  Hughes. 

MR.  HUGHES:    Can  you  approximate  it? 

ilR.  GORE:  The  table  that  we  work  on  was  built  some  ten  or 
twelve  years  ago.  That  is,  what  we  call  our  Prudential  Experience 
or  Mortality  Table  was  built  ten  or  twelve  years  ago. 

MR.  HUGHES :  But  you  made  up  this  table  of  rates  this  year. 
When  you  made  that  up  you  must  have  had  some  idea  of  how 
your  mortality  compared  with  your  anticipated  mortality. 

MR.  GORE :  Those  industrial  rates  have  not  been  changed  for 
a  number  of  years. 

MR.  HUGHES :  Then  the  rates  I  referred  to  a  moment  ago  by 
error  were  in  the  ordinary  department,  but  you  have  not  had  any 
change  in  the  industrial  for  a  number  of  years? 

^rR.  GORE:   No. 

MR.  HUGHES:    What  is  your  actual  experience? 

MR.  GORE:   Possibly  about  90  per  cent. 

Q.  When  I  spoke  to  you  a  few  minutes  ago  about  the  com- 
parison of  rates  between  your  industrial  and  your  ordinary  depart- 
ment I  showed  you  a  statement  of  participating  rates.  Now  you 
liave  a  non-participating  rate?     A.  Yes,  sir. 

Q.  I  understand  a  large  part  of  your  industrial  business  is  in 
fact  participating?     A.    Yes. 

Q.  We  shall  come  a  little  later  to  the  extent  to  which  the  policy- 
holders on  the  industrial  side  benefit  by  that  participation,  but 
just  now  I  would  like  to  have  you  state  on  the  record  what  the 
non-participating  rate  of  a  whole  life  policy  of  one  thousand  dol- 
lars is  at  age  40  in  your  ordinary  department?  A.  Non-partici- 
pating rates  for  one  thousand  dollars  for  a  whole  life  policy  is  at 
age  40  $27.03. 
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Q.  And  the  rates  for  $500  on  the  industrial  side  with  such  par- 
ticipation as  it  may  receive  is  $26.    A.  Yes,  sir. 

Q.  So  that  the  non-participating  rate  on  tlie  ordinary  side  is  but 
a  little  more  than  one-half  of  the  reg'ular  industrial  rate  at  the 
same  age? 

MR.  GOEE:   Which  is  participating? 

ilE.  HUGHES:  Which  is  participating  to  the  extent  which 
will  be  developed  in  a  few  minutes.     A.  Yes. 

Q.  Now,  I  have  asked  you  to  state  to  the  Committee  the  extent 
to  which  your  business  persists  or  your  ratio  of  lapses,  and  I  have 
received  here  a  table  of  lapses  which  we  may  assume  to  be  cor- 
rect?    A.  Yes. 

ME.  HUGHES:.  I  offer  it  in  evidence. 

(Paper  marked  Exhibit  682.) 

ME.  HUGHES:   I  will  read  it  upon  the  record. 

Q.  Before  we  leave  that  table,  Senator,  I  would  like  to  have 
you  look  at  the  rate  of  lapse  in  the  industrial  department,  under 
the  head  of  the  year  1900.  I  imderstand  from  that  table  that 
of  the  issue  of  policies  in  the  Industrial  Department  made  in  the 
calendar  year  1900,  there  lapsed  in  the  year  1900,  37.51?  A. 
Yes,  sir. 

Q.  And  in  the  next  year,  that  is,  the  second  calendar  year,  or 
in  1901,  22.87?     A.  Yes,  sir. 

Q.  In  the  third  calendar  year,  that  is  in  1902,  5.71;  in  the 
fourth  year,  that  is  in  1903,  3.39,  and  in  the  fifth  year,  that  is 
in  1904,  2.61?     A.    Yes. 

THE  CHAIEMAN:  For  the  five  years  that  is  seventy  per  cent. 

Q.  So  that  of  the  industrial  business  written  in  the  year  1900, 
about  seventy-two  per  cent,  had  lapsed  at  the  end  of  five  calendar 
years,  lapsed  in  the  five  calendar  years,  1900  to  1904,  inclusive? 
A.  It  would  appear  so,  and  yet  this  explanation  should  be  made, 
that  many  of  those  policyholders  come  in  and  go  out,  a  man  will 
take  a  policy  in  January,  perhaps  he  has  paid  three  or  four  months 
and  lapsed  for  one  reason  or  another,  and  perhaps  the  next 
month  he  is  persuaded  by  the  agent  to  renew  his  insurance,  llfow, 
he  pays  that  premium,  although  that  has  been  treated  as  a  lapse, 
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and  when  he  comes  in  again  it  is  a  revival,  treated  as  new  in- 
surance. 

Q.  If  he  lapses  again?  A.  If  he  lapses  again  and  the  same 
policy  may  lapse  and  be  revived  half  a  dozen  times  during  the 
year,  so  that  apparent  lapse  is  not  the  real  lapse. 

Q.  But  taking  the  apparent  lapse  in  the  absence  of  figures 
showing  the  real  lapse,  we  have  lapsed  in  tAvo  years,  that  is,  of  the 
business  of  1900,  in  the  Industrial  Department,  there  was  lapsed 
before  the  end  of,  or  by  the  end  of  1901,  something  over  sixty 
per  cent.?     A.  Yes,  sir. 

Q.  And  in  three  years  about  sixty-six  per  cent.?  A.  Between 
sixty-five  and  sixty-six  per  cent. 

Q.  Now,  the  figures  given  on  the  Ordinary  Department  side 
show  that  of  the  business  written  in  the  year  1900,  there  lapsed 
in  that  year  9.48  per  cent.,  and  in  the  next  calendar  year,  that 
is  1901,  27.46  per  cent.  ?     A.  Yes,  sir. 

Q.  And  in  the  next  calendar  year,  1902,  7.55  per  cent.  ?  A. 
Yes,  sir. 

Q.  In  the  next  calendar  year,  1903,  3.76  per  cent.?  A.  Yes, 
sir. 

Q.  And  in  the  next  calendar  year,  1904,  2.55  per  cent.?  A. 
Yes,  sir. 

Q.  About  fifty-one  per  cent,  in  the  five  years  ?  A.  I  have  not 
added  it  up;  I  have  no  doubt  that  is  correct. 

MR.  HUGHES:  Noav,  with  that  understanding  of  that  table, 
I  will  complete  the  reading  of  the  Exhibit: 

Q.  JISTow,  have  you  a  statement  which  will  show  what  yon 
referred  to  a  moment  ago  as  the  actual  lapsed  rate  as  compared 
with  this  apparent  lapsed  rate?  A.  No,  sir,  I  don't  think  it 
would  be  practicable. 

THE  CHAIEMAN:  That  lapsed  rate  included  deaths? 

JME.  HUGrHES:  Which  were  stated  to  be  about  one  per  cent, 
of  the  number. 

THE  WITNESS :  If  I  understood  the  point  of  your  inquiry  it 
was  wJiether  we  can  furnish  you  with  the  information  as  to  the 
actual  lapsed  rates,  taking  into  consideration  those  insured  who 
come  in  and  go  out. 

Q.  The  ins  and  outs?  A.  Yes,  sir;  we  have  no  such  informa- 
tion as  that.    I  would  say  that  we  can  trace  the  individual  policy 
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tlirougli  its  whole  course,  but  we  have  nothirg  to  show  aggre- 
gate facts. 

MR.  GORE:  We  are  now  reviving  fuUv  16  per  cent,  of  all  poli- 
cies that  have  lapsed,  and  would  be  subject  to  revival.  Of  course 
some  that  go  off  our  books — deaths,  I  do  not  include  those — of 
all  those  that  lapsed  we  are  now  reviving  about  ten  per  cent, 
this  year. 

Q.  That  is  a  statement  which  we  can  accept  that  the  revivals 
amount  to  about  16  per  cent,  of  the  lapses?  A.  Yes,  sir,  that 
would  tlirow  light  upon  that  question. 

Q.  So  that  if  we  reduce  the  number  of  lapses  by  15  per  cent. 
we  wovild  have  a  very  close  approximation  to  the  actual  lapses  ? 
A.  That  is  true. 

BY  ME.  COX: 

Q.  What  advantages  do  the  policy  holders  get  out  of  a  revival 
of  these  contracts? 

ME.  HUGHES:  We  are  coming  to  that;  will  you  hold  that 
for  a  moment? 

ME.  EISKE:  I  claim  that  they  come  back  Avithout  revival, 
and  that  they  come  in  and  out  all  the  time.  We  know  that  they 
do.     They  take  in  new  policies,  the  same  man. 

THE  WITNESS:     Of  course,  yes. 

ME.  EISKE:  That  is  not  a  lapse  at  all.  These  revivals  are 
strict  revivals. 

THE  WITNESS:  I  was  speaking  only  of  the  actual  policies 
issued.  This  matter  which  Mr.  Fiske  brings  up  is  another  phase 
of  it,  which  is  correct,  that  a  man  may  lapse  a  policy  this  year, 
and  next  year  take  a  new  policy  entirely,  and  the  same  party, 
the  same  life,  is  insured  again. 

MR.  EISKE:     Two  in  the  same  year ? 

ME.  HUGHES :  That  is  done  in  ordinary  insurance.  We  all 
discontinue  policies,  and  take  new  policies. 

THE  WITNESS:     Unfortunately. 

^ 

Q.  And  we  let  some  lapse  and  we  take  others?     A.  Yes. 

Q,  And  it  depends  a  great  deal  on  the  ingenuity  and  persist- 
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dice  of  the  agent  we  happen  to  meet ;  so  that  we  are  entirely  in 
the  realm  of  conjecture  with  regard  to  that,  but  if  you  take  the 
business  issued  of  the  two  classes,  and  compare  with  the  buRi- 
ness  issued  the  amount  of  lapses  as  determined  by  you.r  book, 
you  have  a  reasonably  fair  criterion  of  persistence  of  the  particu- 
lar kind  of  business;  that  is  what  we  want  to  get  at. 

THE  CHAIEMAIST:  Was  the  16  per  cent,  the  actunry  spokd 
of  actual  revivals,  with  payment  of  the  arrears  ? 

MK.  FISKE:     That  is  it. 

ME.  GORE:     Those  are  actual  revivals,  those  policies. 

THE  CHAIKM A]^ :     Accompanied  by  payment  of  arrears  ? 

ME.  GOEE:     Yes. 

ME.  HUGHES :  I  am  about  to  add  the  statement  which  ap- 
pears on  a  page  succeeding  the  one  I  have  read,  which  I  will  offer 
in  evidence. 

(Statement  marked  Exhibit  683.) 

THE  WITNESS :  This  is  a  statement  which  shows  how  the 
persistency  in  insurance,  and  the  percentage  of  revivals  is  increas- 
ing from  year  to  year.  For  instance,  in  1895  the  per  cent,  of 
revivals  of  policies  lapsed  was  only  5.21  per  cent.,  while  for  the 
year  1904  the  percentage  of  revivals  was  16.03  per  cent.,  showing 
that  there  had  been  an  increase  in  the  percentage  of  revivals  of 
lapsed  policies  of  more  than  300  per  cent. 

ME.  HUGHES :  The  table  I  will  put  in  in  a  moment.  We 
had  just  introduced  as  Exhibit  683  an  addition  to  what  your  com- 
pany had  stated  regarding  its  lapses,  which  should  be  read  in  con- 
necti(>n  with  that,  as  follows : 

ME.  HUGHES :  In  this  statement  that  has  just  been  read. 
Exhibit  683,  with  reference  to  revivals,  do  you  refer  to  calendar 
years  or  policy  years? 

ME.  GOEE:  Those  are  policy  years. 

ME.  HUGHES:  The  conclusion,  then,  that  I  would  draw  is 
as  follows :  That  taking  your  record  of  90,000  and  following  them 
for  one  year,  you  would  find,  including  deaths,  which  amount  to 
less  than  1  per  cent,  of  the  number  issued,  a  total  lapse  in  the  policy 
year  of  51.3  per  cent.,  and  that  of  the  revivals  in  1904  it  is  foimd 
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that  about  5  per  cent,  of  the  lapsed  policies  revived  were  those  that 
had  been  in  force  for  less  than  one  year  ? 

MR  GOEE :  Yes. 

MR.  HUGHES :  Now,  Senator,  I  will  offer  in  evidence  this 
table  yon  gave  of  the  ratio  of  policies  revived  to  policies  lapsed. 

Paper  marked  Exhibit  684  and  read  in  evidence  by  Mr.  Hughes. 

Q.  ITow,  Senator,  suppose  an  industrial  policy  lapses  in  the 
first  policy  year,  does  the  insured  become  entitled  to  receive  any- 
thing?    A.  No. 

Q.  He  does  not?     A.  No. 

Q.  Suppose  a  lapse  in  the  second  policy  year,  does  he  become 
entitled  to  anything?     A.  He  does  not. 

Q.  In  the  third  policy  year  ?  A.  He  becomes  entitled  to  a  paid- 
up  policy. 

Q.  For  lapses  in  the  third  year  ?     A.  After  three  years. 

Q.  So  that  if  there  is  a  lapse  within  three  years  from  the  date  of 
issuance  of  the  policy  the  insured  gets  nothing.     A.  No. 

Q.  So  that  unless  the  policyholder  takes  out — revives  his  policy, 
if  he  lapses  within  three  years  he  gets  nothing  at  all  for  the 
moneys  he  has  paid  in  ?  A.  Except  that  he  has  been  protected  by 
insurance  in  the  meantime. 

Q.  Undoubtedly,  but  we  are  now  taking  a  case,  or  consider- 
ing the  fact  that  there  is  a  continuous  stream  of  the  insured,  and 
that  without  picking  them  out  individually  you  find  that  a  certain 
percentage  of  them  will  not  persist?     A.  Yes. 

Q.  For  more  than  three  years.  In  fact  it  would  appear  from 
this  that  51  per  cent,  will  drop  out  in  one  year.  A.  And  that  is 
an  enormous  loss  to  the  company. 

Q.  Undoubtedly ;  we  will  come  to  that  in  a  moment.  And  it  is 
pretty  certain  that  over  70  per  cent,  will  drop  out  within  three 
years?     A.  Probably. 

Q.  So  that  in  the  nm  of  your  industrial  business  there  are  on 
the  average  about  70  per  cent,  of  those  who  take  insurance  who 
drop  out  and  get  nothing?     A.  Except  the  protection. 

Q.  Except  the  protection  which  they  have  during  the  mean- 
time, which  taking  those  on  the  average  means  to  those  who  drop 
out,  no  return?     A.  Yes. 

THE  CHAIEMAN:    Is  that  70  per  cent,  for  three  years  or 
72  per  cent,  for  five  years? 
117 
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THE  WITJSTESS:   What  is  that  percentage  for  two  years,  Mr. 

Gore? 

ME.  GOEE :   Sixty-six  per  cent. 

ME.  HUGHES:  That  is  justified  because  the  72  per  cent,  you 
are  thinking  of  was  for  five  years,  but  from  the  fact  that  there  was 
72  per  cent,  for  calendar  years,  and  52  per  cent,  in  the  first  policy 
year  on  the  table,  with  regard  to  two  policy  years,  I  inferred  that  it 
was  probable  that  for  three  policy  years  there  would  likely  be  a 
lapse  of  about  70  per  cent. 

THE  CHAIEMAIN :  Is  that  the  fact?  That  is  a  very  im- 
portant fact  and  he  ought  to  be  able  to  give  us  some  light  on  it. 

ME.  HUGHES:  Let  us  see  if  that  is  proper,  Senator  Dryden. 
There  is  72  per  cent.,  according  to  your  table  in  the  Industrial 
Department,  that  lapses  in  five  calendar  yeare,  but  according  to 
your  generalization,  based  on  ninety  thousand  policies,  there  is 
61  per  cent,  that  lapses  in  one  policy  year,  and  about  60  per  cent, 
in  three  calendar  years.  Now,  if  we  took  three  policy  years, 
what  in  your  judgment  would  it  amount  to?  It  would  be  some- 
thing more  than  66  per  cent.?     A.  Undoubtedly. 

Q.  Would  be  in  the  neighborhood  of  70  per  cent.?  A.  Un- 
doubtedly. 

ME.  GOEE:   Aborft  67|  per  cent.,  somewhere  around  there. 

Q.  Now,  let  us  take  the  policies  that  lapsed  after  three  years. 
Wliat  does  the  policyholder  get,  assuming  that  he  does  not  revive — 
that  is,  what  does  he  get  in  the  way  of  paid-up  insurance  or  cash 
surrender  value?  A.  After  three  years  he  gets  a  paid-up  policy. 
If  you  look  at  the  space  marked  B  you  will  see  a  table  of  surrender 
values  and  paid-up  policies,  which  the  company  gives  under  it? 
contract — ^the  paper  marked  B. 

Q.  ITiat  is  the  table  of  surrender  values  and  paid-up  policies 
taken  at  age  twenty-one  at  issue  at  the  end  of  various  years?  A. 
Yes. 

I     ME.  HUGHES:    I  will  mark  that  for  identification.      That  is 
not  a  complete  table,  but  that  is  what  the  Committee -called  for 
/with  reference  to  page  21? 

;       THE  WITNESS:  Yes. 

(Paper  marked  Exhibit  No.  685  for  identification.) 
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Q.  Now,  is  ttis  policy  that  I  show  you  one  of  your  regular 
forms  of  industrial  policies  containing  upon  the  second  page 
the  table  of  privileges  showing  the  paid-up  insurance  and  the 
cash  values  whicli  you  allow  ?    A.  Yes,  sir. 

MR.  HUGHES:   I  mil  offer  that  in  evidence. 

(Policy  marked  Exhibit  No.  685.) 

Q.  Now,  these  benefits  stated  on  the  second  page  of  this  pol- 
icy, that  is  the  additional  benefit  after  five  years,  the  cash  divi- 
dends after  fifteen  years,  the  cash  surrender  values  after  twenty 
years,  and  the  paid-up  policy  after  three  years  are  your  regular 
privileges  ?     A.  Yes,  sir. 

Q.  This  is  a  complete  statement  of  that?  A.  Yes,  sir.  That 
is  a  contract  we  make  with  our  policyholders. 

Q.  Before  reading  this  it  may  be  well  to  bring  out  the  fact 
that  you  do  not  have  a  great -variety  of  industrial  policies,  do 
you?  A.  No,  sir.  We  have  the  regular  industrial  and  the  in- 
termediate industrial  and  the  child's  endowment,  pure  endow- 
ment ;  we  have,  though,  stopped  issuing  child's  endowment. 

Q.  You  don't  have  the  increasing  endowment  plan  that  the 
Metropolitan  has?     A.  No. 

Q.  Your  industrial  policies  are  whole  life  policies  in  the  main  ? 
A.  Yes,  sir. 

Q.  These — that  is,  benefit  payable  only  at  death  ?  A.  Yes, 
sir. 

MR  HUGHES:  Now,  we  have  Exhibit  686,  which  provides 
for  the  insurance  of  the  life  of  the  person  designated  as  the  in- 
sured and  an  agreement  to  pay  the  stipulated  benefit  as  shown 
by  the  schedules,  subject  to  the  privileges,  conditions  and  pro- 
visions contained  on  the  second  and  third  pages.  Then  follows 
a  schedule  shovdng  a  table  of  benefits  if  the  insured  is  less  than 
ten  years  of  age  next  birthday  for  a  weekly  premium  of  five 
cents. 

Q.  In  other  forms  of  policies  you  have  a  table  for  benefits 
corresponding  to  the  age  at  which  the  insurance  is  written,  and 
the  premiums  paid  ?     A.  Yes,  sir,  we  have. 

Q.  Now,  taking  the  privileges  there,  drawing  your  attention 
first  to  the  provision  after  three  years,  in  case  of  lapse,  after 
three 'years  the  insured  is  entitled  to  a  paid-up  policy.?     A.  Yes. 

Q.  The  provision  is  that  if  this  policy  shall  become  forfeited 
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for  the  non-payment  of  any  premium  after  having  been  in  force 
for  three  full  years  and  the  insured  shall  be  over  thirteen  years 
of  age  at  date  of  such  forfeiture  the  company  will  grant  a  non- 
participating  paid-up  life  policy  in  accordance  with  Chapter  356 
of  the  Laws  of  1895  of  the  State  of  New  Jersey.  ISTow,  suppos- 
ing one  had  been  insured  at  an  age  under  ten,  and  three  years 
had  elapsed.  Would  there  be  any  right  to  get  a  paid-up  policy  'i 
A.  l^ot,  I  believe,  unless  the  insured  is  thirteen  years. 

Q.  Ton  do  not  give  any  paid-up  policies  in  case  of  lapse  under 
thirteen  years  of  age  ?     A.  No,  sir,  we  do  not. 

Q.  "!")o  you  give  one  in  ease  of  a  lapse  under  thirteen  years  of 
age,  when  the  insured  arrives  at  the  age  of  thirteen?  A.  Yes, 
fir,  we  do. 

Q.  You  do  in  that  case,  but  he  do6'3  not  become  entitled  to 
it  until  he  becomes  thirteen,  and  the  reason  for  that  is  that  tliero 
are  no  reserves  ?    A.  Yes,  sir. 

Q.  Until  they  are  thirteen  years  of  age  ?    A.  Yes,  sir. 

Q.  And  the  New  Jersey  law,  it  is  stated,  provides  for  a  paid- 
up  policy  in  case  of  lapse  when  the  insured  is  at  least  fifteen 
years  old  ?    A.  Yes,  sir. 

Q.  Your  point  is  that  you  give  a  little  more  than  the  law  re- 
quires?   A.  Yes,  sir. 

Q.  By  giving  a  policy  when  the  insured  is  thirteen  years  old  ? 
A.  Yes. 

Q.  The  next  question  is,  what  is  the  amount  of  that  policy, 
suppose  the  insured  pays  ten  cents  a  week  ?  A.  It  is  an  amount 
of  paid-up  policy  which  may  be  bought  by  two-thirds  of  the  re- 
serve.   Am  I  right  about  that,  Mr.  Gore  ? 

ME.  GOEE :  Two-thirds  reserve  American,  four  and  a  half 
table. 

Q.  Take  the  case  of  a  person  who  is  insured  at  twenty-one 
years  of  age  on  the  industrial  plan,  and  pays  ten  cents  a  week 
for  three  yeajs,  or  $15.50  in  all  in  the  three  years,  and  then  lapses, 
for  what  amount  will  he  receive  a  paid-up  policy  ?  A.  I  have  not 
the  table  here.  Won't  that  instruction  book  to  agents  show  that, 
Mr.  Gore? 

Q.  You  now  show  me  a  sheet  showing  your  paid-up  values 
per  one  hundred  dollars,  whole  life  industrial?    A.  Yes. 

MK.  HUGHES  :    Which  I  will  mark  for  identification. 

(Sheet  marked  Exhibit  687  for  identification.) 
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Q.  This  says  paid-up  values  per  one  hundred  dollars  —  what 
does  one  hundred  dollars  mean? 

ME.  GOEE:    Of  insurance. 

MR.  HUGHES:    One  hundred  dollars  of  insurance? 

THE  WITNESS:    Of  insurance,  yes. 

Q.  If  one  were  twenty-one  years  of  age,  and  paying  ten  cents 
a  week,  he  would  have  over  $168  of  insurance?     A.  Yes. 

Q.  To  take  a  round  figure,  let  us  take  one  at  forty,  who  pays 
fifty  cents  a  week,  or  twenty-six  dollars,  in  a  year,  and  has  five 
hundred  dollars  in  insurance.  Assume  that  he  pays  that  twenty- 
six  dollars  for  three  years,  pays  a  total  of  seventy-eight  dollars 
and  then  lapses,  what  will  he  get  a  paid-up  policy  for  ?  A.  What 
does  that  table  say? 

ME.  GOEE:    Eorty  dollars,  I  think;  eight  dollars  a  hundred. 

THE  WITNESS:  He  gets  eight  dollars  a  hundred,  forty  dol- 
lars of  the  five  hundred  dollar  policy. 

Q.  He  will  get  at  the  rate  of  eight  dollars  a  hundred,  or  forty 
dollars  ?    A.  Yes. 

Q.  And  that  paid-up  insurance  will  be  paid  at  death  ?    A.  Yes. 

Q.  Now,  if  this  man  at  age  forty  had  paid  ten  cents  a  week, 
he  would  have  had  an  insurance  of  a  hundred  dollars  and  at  the 
end  of  three  years  on  lapsing  he  would  have  been  entitled  to  a 
paid-up  policy  for  eight  dollars  ?    A.  Yes,  sir. 

Q.  What  are  the  provisions  of  Chapter  356  of  the  Laws  of  1895 
of  the  State  of  New  Jersey  referred  to  here  ?    A.  Paid-up  policy. 

Q.  Yes?  A.  It  provides  that  we  must  give  either  a  paid-up 
policy  or  a  term  policy,  at  the  option  of  the  insured,  for  an 
amount  which  two-thirds  of  the  reserve  will  purchase  at  his  then 


Q.  Now,  we  find  that  after  five  years  the  policy  provides  for 
what  is  called  an  additional  benefit?    A.  Yes. 

Q.  That  if  the  insured  should  die  after  five  years  from  the  date 
hereof  the  company  will  pay,  in  addition  to  the  benefit  herein 
provided,  an  amount  to  be  determined  from  the  tables  of  addi- 
tional benefits  issued  by  the  company  from  the  year  in  which 
death  occurs.  Have  you  the  table  of  additional  benefit  issued 
last  year?    A.  The  actuary,  I  think,  has. 
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ME.  HUGHES:   I  will  mark  this  for  identification. 

(Paper  marked  Exhibit  688  for  identification.) 

ME.  HUGHES:  This  is  headed  additional  benefits  and  cash 
dividends  on  regular  industrial  policies  payable  during  1905,  and 
in  that  statement  appears  the  following:  "  Continuation  of  vol- 
untary concessions  first  made  in  1897,  and  continued  each'  year 
since  then. 

The  Prudential  Insurance  Company  announces  to  its  old  pol- 
icyholders that  the  voluntary  dividend  concession  first  made  in 
1897  on  its  regular  industrial  policies  will  be  continued  through 
policy  or  a  term  policy,  at  the  option  of  the  insured,  for  and 
in  the  year  1905.  The  concession:  Additional  benefits  will  be 
paid  on  all  regular  industrial  policies  which  have  been  five  or 
more  years  in  force,  and  will  become  claims  by  death  during 
1905.  The  amounts  of  such  additional  benefits  may  be  found 
from  the  table  on  page  two  of  this  circular.  Now,  on  pnge  two 
of  the  circular  appears  the  following: 

"  If  a  person  insured  under  a  regular  industrial  policy  in  one 
of  the  years  given  below  dies  during  1905  the  company  will  pay 
not  only  the  amount  of  the  policy,  but  also  the  following  addi- 
tional benefits :  For  each  one  hundred  dollars  of  the  sum  in- 
sured by  the  policy  in  the  case  of  an'  infantile  policy  (issued  at 
age  under  ten)  the  additional  benefit  will  be  paid  on  the  amount 
of  policy  at  the  age  of  death." 

Then  follows  a  table.  To  find  the  amount  payable  on  policy 
in  case  of  death  in  1905  of  the  person  insured,  multiply  the 
amount  insured  in  policy  by  100  plus  the  additional  benefit  oppo- 
site the  year  in  which  policy  was  issued,  as  above,  and  divide 
the  result  by  100.  Example :  To  find  amount  payable  on  policy 
of  $144  issued  in  1894  which  has  been  in  force  for  eleven  full 
years,  multiply  144  by  103  and  point  off  two  places  to  the  left, 
and  the  result  is  $148.22,  and  this  amount  will  be  paid  by  the 
company  in  case  of  the  death  of  the  insured. 

That  means.  Senator,  that  if  that  person  who  was  insured  in 
1894  for  $144  dies  in  1905  his  beneficiary  will  receive  $4.22  more 
than  the  face  of  the  policy  ?    A.  Yes,  sir. 

Q.  That  is  the  additional  benefit  ?    A.  That  is  it. 

Q.  After  eleven  years  of  payment  at  that  rate  and  for  $144 
the  insured  would  have  paid  about  how  much  for  insurance? 
A.  Take  the  age,  Mr.  Gore,  and  look  at  the  table  —  Mr.  Hughes 
has  the  table  of  rates  here. 
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Q.  I  find  in  that  table  of  rates  that  the  insurance  table  is  $144 
at  age  twenty-seven  on  a  payment  of  ten  cents  a  week,  so  the 
payment  of  ten  cents  a  week,  $5.20  a  year  for  eleven  years,  would 
then  give  the  insured  $148.22  ?    A.  Yes. 

Q.  ISTow,  going  a  step  further,  we  find  that  after  fifteen  years 
certain  cash  dividends  are  allowed  by  the  policy,  as  follows :  At 
the  end  of  fifteen  years  from  the  date  hereof,  and  at  the  end  of 
each  fifth  year  thereof  this  policy  will  be  credited  with  a  dividend 
from  the  surplus  apportioned  by  the  company  to  policies  of  the 
same  class,  payable  in  cash  to  the  insured,  unless  payment  shall 
be  made  as  provided  in  Article  2  under  the  head  "  Provisions 
Below."     Row,  have  you  a  statement  of  the  dividends  paid  in 

1904,  what  amounts  are  apportioned  to  industrial  policies? 

THE  WITNESS:   Have  you  got  that  statement,  Mr.  Gore? 

Q.  I  am  referred  to  the  same  circular,  Exhibit  688  for  identifi- 
cation, on  the  third  page,  for  the  cash  dividends  for  the  year 

1905.  These  are  cash  dividends  as  distinguished  from  cash  sur- 
render values;  this  page,  under  the  head  of  cash  dividends  for 
the  year  1905,  contains  a  table,  appended  to  which  is  the  follow- 
ing :  "  To  find  cash  dividends  on  a  ten-cent  policy,  multiply  the 
above  amount  by  2,  by  3  for  fifteen-cent  policy,  and  so  on.  For 
example,  on  a  policy  issued  in  1890,  at  age  thirty,  premium  ten 
cents,  the  company  will  pay  in  1905,  after  the  policy  has  reached 
its  fifteenth  anniversary,  a  cash  dividend  of  $6.60."  Can  you  tell 
me  approximately  what  proportion  of  your  industrial  policies 
reached  the  fifteenth  anniversary  ? 

MR.  GORE :   Somewhere  around  eighteen  per  cent. 

THE  WITNESS :   Eighteen  per  cent. 

MR.  GORE:  Between  sixteen  and  a  half  and  eighteen  per 
cent. 

Q.  Between  sixteen  and  a  half  and  eighteen  per  cent,  reached 
the  fifteenth  anniversary  and  became  entitled  to  be  credited  with 
dividends.  Does  this  statement  which  is  handed  me  of  dividends 
purport  to  set  forth  the  dividends  under  this  provision  allowed 
on  industrial  policies  ?     A.  The  first  column. 

Q.  That  does  not  include  any  other  amount,  but  simply  the 
cash  dividends  allowed  on  industrial  policies  under  the  privilege 
in  the  clause,  "After  fifteen  years  cash  dividends  "  ? 
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ME.  GOEE:    "No,  it  includes  also  additional  benefits. 

ME.  HUGHES:  I  thought  so.  How  are  we  to  segregate 
them  to  see  what  is  paid  actually  or  credited  in  the  way  of  cash 
dividends  on  policies  that  reach  their  fifteenth  anniversary  ?  Have 
we  any  statement  of  that  ?    Can  you  give  that  ?    A.  I  can  get  it. 

Q.  E'ow,  this  provision  for  cash  dividends,  provides  that  at  the 
end  of  fifteen  years  from  the  date  of  the  policy,  and  at  the  end  of 
each  fifth  year  thereafter,  dividends  will  be  apportioned?  A. 
Yes,  sir. 

Q.  The  amounts  which  you  have  furnished  in  the  statement 
shown  me  gives  the  aggregate  dividends  allowed  on  industrial 
policies  in  1904,  which  include  the  additional  benefits  after  five 
years,  the  cash  dividends  after  fifteen  years,  and  also  the  cash 
dividends  on  policies  that  had  reached  their  twentieth  and  twenty- 
fifth  and  thirtieth  anniversaries,  does  it  not  ?  A.  Yes,  sir,  every 
five  years  after  fifteen  years. 

ME.  HUGHES :     I  will  read  that  upon  the  record. 

DIVIDENDS,  INDUSTEIAL. 

1900 $433,790 

1901 446,966 

1902 494,755 

1903 569,566 

1904 650,494 

1905  (estimated) 750,000 

Q.  Now,  I  should  like  to  have  those  totals  divided. 

ME.  GOEE:     I  will  get  those. 

ME.  HUGHES :  So  we  can  see  how  much  of  these  payments 
stand  for  the  five-year  benefits,  and  how  much  for  cash  dividends 
and  will  also  indicate  what  amount  of  policies  persist  for  fifteen 
years,  twenty  years,  twenty-five  years,  and  so  on. 

THE  WITNESS :  The  actuary  will  prepare  that  for  you,  Mr. 
H'ughes. 

ME.  GOEE :    I  can  give  that  to  you  now.     (Producing  paper.) 

Q.  I  am  furnished  by  the  actuary  of  your  company  with  a 
statement  of  lapses  which  shows  what  issues  of  industrial  policies 
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were  in  force  on  September  30,  1905.    That  is  the  percentage  of 
the  issue  of  prior  years  then  in  force,  as  follows: 

32.22  per  cent,  of  the  issue  of  1900  in  force  September  30, 
1905. 

18.92  per  cent,  of  the  issue  of  1895  in  force  at  the  same  date. 

13.05  per  cent,  of  the  issue  of  1890  in  force  at  the  same  date. 

19.66  per  cent,  of  the  issue  of  1885  in  force  at  the  same  date. 

6.01  per  cent,  of  the  issue  of  1880  in  force  at  the  same  date. 

THE  CHAIEMAJST:  That  does  not  justify  the  actuary's  fig- 
ures that  sixteen  and  one-half  to  eighteen  per  cent,  persist  for 
fifteen  years,  because  there  it  is  only  thirteen  per  cent. 

Q.  The  Chairman  suggests  that  that  table  does  not  justify  your 
suggestion  that  sixteen  and  one-half  to  eighteen  per  cent,  persisted 
for  fifteen  years,  as  it  would  appear  that  only  13.05  per  cent. 
insured  in  1890  were  in  force  in  1905. 

MR.  Q-ORE:  The  year  1890  was  a  very  peculiar  year  in  that 
respect.  Tou  will  notice  the  year  1885  still  has  19.66  per  cent, 
still  ill  force.     The  average  would  be  fully  what  I  have  stated, 

ME.  HIJGHES:  I  think  for  the  purposes  of  the  record  it 
might  be  well  if  the  actuary  were  sworn  so  he  could  interpolate 
his  answers  as  part  of  his  evidence. 

THE  CHAIRMAN:    Yes,  I  think  so. 

JOHN  K.  GrORE  was  then  duly  sworn,  testified  as  follows: 

BY  MR.  HUGHES: 

Q.  In  your  judgment,  Mr.  Gore,  sixteen  and  a  half  to  eighteen 
per  cent,  of  the  policies  issued  on  the  industrial  plan  would  be 
in  force  approximately  at  the  end  of  fifteen  years?    A.  Yes. 

Q.  And  the  table  which  you  have  just  furnished  me,  and  which 
I  have  read  upon  the  record,  showing  the  percentages  of  the  issue 
of  1880,  1885,  1890,  1895  and  1900,  inclusive,  was  made  up  by 
you  from  the  data  on  the  company's  record?    A.  Yes. 

Q.  And  is  believed  by  you  to  be  correct?    A.  It  is. 

Q.  Have  you,  Mr.  Gore,  any  policies  in  force  that  were  written 
in  1875  or  18Y6,  I  believe  your  company  was  organized? 

MR.  BRYDEN:     Practically  1876,  we  did  not  commence  t(^ 
issue  policies  until  1876. 
A.  Policies  in  force? 
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Q.  Yes.    A.  "We  have  some. 

Q.  What  percentage?    A.  Probably  about  six. 

Q.  It  is  six  on  1880.    A.  They  would  be  very  close  together. 

JOHN  F.  DEYDEIST  resumed:  .    ,  ^.-.- 

BY  MR  HUGHES: 

Q.  Now,  in  addition  to  these  additional  benefits  and  cash  divi- 
dends, which  are  totalized  in  the  statement  which  has  been  put 
upon  the  record,  your  industrial  policy  also  provides  for  a  cash 
surrender  value  ?    A.  Yes. 

Q.  But  no  cash  surrender  value  is  given  until  after  twenty 
years?    A.  That  is  correct. 

Q.  All  the  other  benefits  are  in  the  nature  of  reversionary  addi- 
tions?   A.  Yes,  sir. 

Q.  The  table  of  cash  surrender  values,  as  stated  in  the  policy 
itself,  and  as  I  understand  it,  the  cash  surrender  values  available 
at  the  end  of  twenty  years,  or  of  any  fifth  year  thereafter,  if  the 
policy  is  continued  in  force?    A.  That  is  correct. 

Q.  Now,  take  for  example  a  policy  issued  at  age  two,  and  con- 
tinued for  twenty  years,  then  there  would  be  on  the  surrender  of 
the  policy  and  release  of  your  company,  how  much  paid  in  cash? 
A.  Seventeen  dollars. 

Q.  That  is  on  the  basis  of  what  payment?  A.  I  do  not  know 
that  I  understand. 

Q.  That  is  in  case  the  insured  has  paid  how  much  a  week? 
A.  That  is  in  case  of  a  weekly  payment  of  ten  cents. 

Q.  And  if  the  weekly  premium  is  five  cents?  A.  It  would  be 
one-half  of  that  amount. 

Q.  It  would  be  one-half?     A.  Yes. 

Q.  Suppose  he  is  insured  at  the  age  of  twenty-one,  and  pays 
ten  cents  a  week  for  twenty  years,  what  will  be  the  cash  surrender 
value  of  the  policy  at  that  time?    A.  Thirty-three  dollars. 

Q.  And  if  he  is  insured  at  age  forty  and  carries  the  policy  pay- 
ing ten  cents  a  week  until  he  is  sixty  T^iat  will  be  the  cash  sur- 
render value?     A.  Thirty-eight  dollars. 

Q.  Now,  take  the  age  two,  and  assume  the  policy  at  ten  cents 
a  week  to  have  been  carried  for  twenty-five  years,  what  will  be 
the  cash  surrender  value  ?    A.  Twenty-six  dollars. 

Q.  The  assumption  on  the  policy  issued  at  age  twenty-one  ?  A. 
Forty-five  dollars. 

Q.  And  the  policy  issued  at  age  forty  ?    A.  Forty-nine  dollars. 


Testimony  of  John  F.  Dryden.  3723 

Q.  Whj  is  it  on  receiving  the  same  amounts  of  money  from 
the  insured  you  have  the  variant  surrender  values  ?  A.  Because 
of  the  greater  risk  in  carrying  the  insurance  upon  these  lives. 

ME.  GOEE :    They  are  the  full  term  reserve. 

THE  WITNESS :  Yes,  that  is  the  explanation,  the  full  term 
reserve.  The  reserve  is  greater,  therefore  the  cash  surrender  value 
is  greater. 

Q.  If  a  policy  is  issud  at  age  sixty,  and  ten  cents  a  v^eek  is 
paid,  the  anaount  at  the  end  of  twenty  years  is  how  much?  A. 
Twenty-seven  dollars. 

Q.  And  that  is  less  than  the  amount  of  a  policy  issued  at  age 
twenty-one?    A.  Yes,  sir. 

Q.  How  do  you  account  for  that  ? 

MR.  GOEE :    The  amount  of  the  policy  is  a  great  deal  less. 

A.  The  man  at  age  sixty  would  get  less  insurance. 

Q.  For  the  same  payment  ?    A.  For  the  same  payment. 

Q.  So  that  the  maximum  surrender  value  corresponds  to  the 
maximum  insurance  and  the  maximum  reserve  for  the  same  pay- 
ment?   A.  Yes. 

Q.  In  other  words,  you  have  a  fixed  payment  of  so  much  a  week 
and  the  amount  of  insurance  a  man  gets  depends  upon  his  age 
and  expectation  of  life?    A.  Yes. 

Q.  And  the  amount  of  the  cash  surrender  value  varies  accord- 
ingly?   A.  Yes,  sir. 

Q.  ISTow,  those  are  all  the  benefits  which  are  receivable  exclusive 
of  the  death  benefit  under  your  industrial  policy  ?    A.  Yes,  sir. 

Q.  What  amount  did  you  pay  out  in  your  industrial  department 
for  cash  surrender  values  in  1904?  A.  Have  you  got  that  table 
right  there,  Mr.  Gore  ? 

ME.  GOEE:  We  have  not  any  table  of  our  cash  surrender 
values  in  the  industrial  department. 

THE  OHAIEMAIST :  When  you  finish  this  topic  we  will  take 
our  usual  adjournment. 

ME.  GOEE :    We  can  furnish  that. 

THE  WITNESS :  The  actuary  will  furnish  you  that  informa- 
tion. 
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ME.  HUGHES :  Permit  me  a  question  or  two  tefore  we  ad- 
journ. 

Q.  You  have  stated  here  the  gross  amount  of  your  premiums 
received.  Have  you  a  statement  showing  the  amounts  of  pre- 
miums you  get  from  your  industrial  business  ?  A.  Have  we  got 
that  statement  here,  Mr.  Gore  ? 

ME.  GOEE :    No,  we  have  not  those  separated. 

ME.  HUGHES :    You  can  easily  make  the  separation. 

ME.  GOEE :  It  is  about  twenty-six  and  a  half  million  dollars, 
but  we  can  find  that  for  you. 

Q.  About  twenty-six  and  a  half  million  dollars  received  in 
premiums  on  the  industrial  business  last  year.  If  you  could  give 
me  the  data  for  the  Industrial  Department  separated,  showing 
the  premiums  received  and  the  death  claims  paid,  an.d  the  matured 
endowments,  if  any,  the  surrender  values  paid  and  the  dividends 
credited,  and  the  totals  to  policyholders  in  that  department  for  a 
period,  say,  five  years,  that  would  be  a  very  useful  table,  indeed, 
to  have. 

THE  WITNESS:  Can  you  have  that  to-morrow  morning, 
Mr.  Gore  ? 

ME.  GOEE :    Some  time  during  the  day. 

Q.  I  want  to  ask  you  before  we  leave  this  subject  to-night, 
what  is  done  in  case  a  man  lapses,  to  revive  him  ?  Do  you  have 
a  medical  examination  ?    A.  No,  not  within  the  first  year  of  lapse. 

Q.  After  the  first  year  of  lapse,  do  you  have  a  medical  examina- 
tion?   A.  Yes,  sir. 

Q.  Does  he  have  to  pay  all  the  arrears  ?    A.  Yes,  sir. 

Q.  Why  would  it  not  be  better  for  him  to  take  out  a  new  policy  ? 
A.  Because  the  policy  is  not  at  first  in  benefit,  in  full  benefit;  if  he 
has  maintained  a  policy  for  one  year  it  becomes  in  full  benefit. 
Now,  if  he  lapses  that  and  takes  a  new  policy  he  has  got  to  go 
through  that  probationary  period  and  be  for  a  considerable  portion 
of  the  year  uninsured  or  insured  for  a  less  amouut. 

Q.  When  you  speak  of  full  benefit,  you  mean  that  the  policy 
provides  that  if  the  insured  shall  die  within  six  calendar  months 
from  its  date  the  company  will  pay  only  one-quarter  of  the  sum  ? 
A.  Yea. 
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Q.  And  if  tlie  insured  shall  die  after  six  months  and  within 
one  year  the  company  will  only  pay  one-half  of  the  sum?     A. 

Yes. 

Q.  An(7  after  one  year  it  will  pay  the  full  amount  ?    A.  Yes. 
^  Q.  Then  that  also  means  that  having  a  longer  period  of  insur- 
ance to  aid  him  in  complying  with  the  conditions  upon  which  he 

becomes  entitled  to  these  privileges A.  Yes,  sir;  and  also  that 

he  will  be  one  year  older  than  he  was  when  he  first  insured,  and 
consequently  the  sum  of  his  insurance  would  be  a  little  less. 

Q.  But  when  he  is  revived  and  pays  up  the  arrears  and  is  re- 
insured you  treat  that  as  new  business  on  your  books  ?  •  A.  Yes, 
sir ;  that  is,  it  appears  to  be  a  new  policy. 

Q.  Do  you  give  your  agents  commission  on  it  ?  A.  The  agent's 
commission  is  based  upon  tTvo  features;  first  upon  a  percentage 
upon  the  amount  erf  money  that  he  collects,  which  is  called  the 
ordinary  salary,  and  second,  an  amount  based  upon  the  net  in- 
crease in  its  collectible  debit.  ISTow,  if  he  reinstates  an  old  policy, 
the  effect  upon  him  is  just  the  same  as  though  he  had  written  a 
new  policy,  so  far  as  that  amount  is  concerned. 

JMR.  GORE :  Senator,  we  do  issue  policies,  you  know,  with  a 
policy  lien,  where  they  do  not  have  to  pay  up  the  arrears  of  pre- 
miums.    We  revive  those. 

THE  WITNESS :  Yes.  I  want,  if  you  please,  to  add  to  my 
statement,  that  we  do  revive  old  policies  and  take  a  lien  upon  the 
policy  vdthout  any  cash  payment  by  the  policyholder.  The  policy- 
holders sometimes  are  unable  to  pay  the  arrears,  but  want  to  con- 
tinue the  insurance,  and  we  take  a  lien  vnthout  requiring  any  cash 
payment. 

Q.  It  is  called  to  my  attention  that  not  only  are  your  rates  in  the 
Industrial  Department  higher  than  in  the  Ordinary  Department, 
but  in  our  comparison  we  took  the  total  amount  of  the  benefit  on 
the  industrial  policy  at  the  end  of  the  year,  but  as  a  matter  of  fact 
through  the  first  year  the  policy  is  only  good  for  a  quarter  of  that 
amount  during  the  last  six  months.     A.  Yes. 

Q.  So,  that  really  for  the  first  year's  insurance,  comparing  the 
industrial  policy  with  a  non-participating  ordinary  policy,  the  in- 
sured is  paying  during  the  first  six  months  eight  times  as  much  as 
he  would  be  paying  on  the  non-participating  policy,  and  during 
the  last  six  months  four  times  as  much.    A.  I  want  to  efxplain  to 
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you  about  that  partial  benefit  during  the  first  year.  I  have  already 
explained  'to  you  the  nature  of  our  medical  examinations,  that  the 
business  is  such,  and  the  initial  payments  are  such,  that  the  com- 
pany cannot  afford  to  have  a  thorough  medical  examination  as  we 
do  in  the  case  of  the  ordinary  life  insurance.  Now,  it  would  be 
in  the  first  place  too  much  of  a  risk  for  the  company  to  talce  during 
the  early  months,  to  pay  these  policies  in  full  immediate  benefit, 
and  besides  it  would  cost  so  much  to  pay  for  the  medical  examina- 
tions, which  would  justify  the  company  in  taking  that  risk  so  early 
in  the  life  of  the  policy,  that  it  would  make  it  prohibitory.  There- 
fore, instead  of  adopting  the  bourse  that  some  lodges  or  mutual 
benefit  societies  have  adopted,  of  charging  an  initiation  fee,  we  get 
the  equivalent  by  obligating  ourselves  for  a  less  amount  of  risk 
during  the  early  months  of  the  policyholder. 

THE  CHAIRMAISr:  The  Committee  tomorrow  will  probably 
meet  in  the  Aldermanic  Chamber  at  the  other  end  of  the  building 
as  usual.  An  adjournment  will  now  be  taken  until  10.30  o'clock 
tomorrow  morning  sharp. 

MR.  HtJGrHES:  Mr.  Chairman,  Mr.  Lindabury  desires  me  to 
have  corrected  an  answer  in  Senator  Dryden's  testimony.. 

THE  CHAIRMAN:  Very  well. 

BY  MR.  HUGHES: 

Q.  I  asked  you.  Senator,  what  the  agreement  was  that  you  en- 
tered into  with  the  Massachusetts  Department,  and  you  answered: 

"  That  agreement  was  that  the  company  would  not  have  at  risk 
in  any  one  trust  company  or  bank,  either  by  the  ownership  of  the 
capital  stock,  or  deposited,  or  both,  more  than  fifty  per  cent,  of 
its  surplus.     Is  that  right,  Mr.  Ward?     Yes." 

"Will  you  state  whether  that  answer  was  correct,  and  if  not  give 
me  a  correct  answer  to  the  question,  what  the  agreement  was  with 
the  Massachusetts  Department. 

MR.  LIISTDABURY:  That  is  correct,  copied  from  your  min- 
utes. 

(Handing  paper  to  witness.) 

THE  WITNESS:  I  wish  to  amend  my  answer  by  saying  that 
we  also  included  any  amount  that  mi^t  be  loaned  upon  collateral 
securities. 
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MK.  LINDAEUEY:  Upon  the  collateral  of  those  stocks. 

THE  WITNESS:  Precisely,  upon  the  collateral  of  those  par- 
ticular stocks.  In  other  words,  that  we  should  not  have  more  than 
one-half  of  our  surplus  at  risk  at  any  one  time,  in  any  one  bank  or 
trust  company. 

ME.  "WAKD:  This  is  taken  from  the  agreement.  That  agree- 
ment was  that  the  company  would  not  have  at  risk  in  any  one 
trust  company,  hank  or  other  financial  institution,  either  by  the 
ownership  of  the  capital  stock,  or  deposited  by  loan  upon  the  stock 
of  such  trust  company,  bank  or  other  financial  institution,  or  all 
three,  or  more  than  fifty  per  cent,  of  the  net  surplus  as  determined 
by  the  said  Insurance  Commissioner. 

BY  ME.  HtTGHES: 

Q.  Has  that  contract  as  stated  in  your  amended  answer  been 
complied  with?    A.  Completely. 

(Adjourned  to  Wednesday,  December  13th,  1905,  10.30  A.  M.) 


COUNCIL  CHAMBER. 

City  Hall,  I^Tew  Yoek  City. 

December  IStli,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

JOHN  K.  GOEE  resumed. 

BY  MR.  HUGHES: 

Q.  Mr.  Gore,  have  you  a  statement  showing  the  benefits  and 
dividends  credited  to  policyholders  in  the  Industrial  Department? 
A.  (Producing  paper.)     Those  two. 

Q.  The  paper  you  offer  me  is  the  amount  of  additional  benefits, 
which,  after  five  years,  are  credited  to  the  policyholders  in  the  In- 
dustrial Department.  This  additional  benefit  is  the  amount  added 
to  the  insurance  in  case  of  death  after  five  years,  the  first  privilege 
mentioned  in  the  policy?     A.  It  is. 

ME.  HUGHES:  I  offer  the  table  in  evidence. 

(Paper  marked  Exhibit  689.) 

Q.  Have  you  a  statement  of  the  amount  of  death  claims  paid  on 
industrial  policies  at  hand?  A.  I  will  have  a  better  one  in  a  few 
minutes.  This  is  the  first  draft,  but  it  is  all  right  (handing 
paper). 

Q.  The  statement  you  now  hand  me  is  limited  to  industrial 
policies?     A.  Yes. 

Q.  It  would  appear  that  in  1904  the  total  amount  paid  upon 
death  claims  was  $8,637,287.  Now  of  that  $8,637,287,  $93,760.34 
consisted  of  the  additional  benefits  payable  under  the  first  privi- 
lege?    A.  That  is  right. 

Q.  You  have  also  produced  a  statement  of  the  cash  dividends 
credited  to  the  policies  in  the  Industrial  Department?     A.  I  have. 

Q.  What  is  meant  by  the  column  headed  fifteen-year  dividend 
in  this  statement?  A.  The  policy  provides  for  a  cash  dividend 
after  fifteen  years  and  a  cash  dividend  at  the  end  of  each  fifth  year 
thereafter.    The  first  column  represents  the  fifteen-year  dividend. 
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Q.  The  second  column  headed  fiye-year  dividend  represents 
what?  A.  Dividends  paid  at  the  end  of  five-year  periods  there- 
after. 

Q.  The  total  amount  of  such  five-year  dividends?     A.  Yes. 

Q.  Paid  in  the  year  opposite  which  the  amount  appears?  A. 
Yes. 

ME.  HUGHES:  I  offer  that  table  in  evidence. 

(Paper  marked  Exhibit  No.  690,  and  read  by  Mr.  Hughes.) 

Q.  Now  this  statement  that  you  have  just  handed  me  shows  the 
premiums  received  on  industrial  policies  in  the  years  1900  to  1904, 
inclusive,  the  death  claims  paid,  the  surrender  values  paid,  the 
dividends  paid  or  credited?     A.  Paid. 

Q.  Paid,  with  the  policies?  A.  Those  include  the  additional 
benefits  as  well  as  the  cash  dividends;  the  cash  dividends  are  paid 
on  the  policies  still  in  existence. 

Q.  Well,  they  are  credited,  are  they  not?  A.  Yes,  credited  to 
the  policies  each  year  as  paid  out  during  the  year.  Those  are 
paid  in  cash. 

Q.  Those  dividends  that  you  refer  to  after  fifteen  years  and 
at  each  period  of  five  years  thereafter  are  payable  in  cash  if  the 
policyholder  desires  to  take  them?    A.  Yes,  they  are  paid  in  cash. 

Q.  And  the  amounts  of  such  payments  are  included  in  the  total 
dividends  here  stated?     A.  Yes. 

Q.  And  then  in  the  final  column  you  have  the  total  payment  to 
policyholders?     A.  Yes. 

MR  HUGHES :  I  offer  the  table  in  evidence. 

(Paper  marked  Exhibit  691.) 

ME,  HUGHES :  From  this  table  it  appears  that  in  the  year 
1900  the  amount  received  in  premiums  on  industrial  policies  was 
$17,507,655.55;  and  in  that  year  there  was  paid  in  all  to  policy- 
holders $6,313,344.71;  that  amount  being  distributed  as  follows: 
Death  claims,  $5,559,105.43;  surrender  values,  $320,449.65;  in 
dividends,  $433,789.64. 

In  the  last  year  on  the  statement,  1904,  it  appears  that  the 
premiums  received  on  industrial  policies  amounted  to  $26,943,- 
891.14,  and  that  the  total  paid  to  policyholders  was  $9,884,461.09, 
consisting  of  death  claims,  $8,637,287.00;  surrender  values, 
$596,680.00;  dividends  to  policyholders,  $650,493.00. 
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In  the  five  years,  1900  to  1904  inclusive,  tlie  total  amount  of 
premiums  received  is  ^110,449,373.12;  the  total  amount  paid  to 
policyholders  is  $39,240,948.52,  of  which  $34,598,637.97  was 
paid  upon  death  claims,  $2,046,739.01  for  surrender  values,  and 
$2,595,571.54  for  dividends  to  policyholders. 

Q.  There  is  also  a  statement  of  the  amount  included  in  sur- 
render values,  for  cash  surrender  value;  what  is  meant  by  that? 
A.  The  total  item,  surrender  values,  includes  the  values  of  paid- 
up  policies  as  well  as  surrender  values  paid  in  cash. 

Q.  Well,  do  you  mean  that  you  include  in  the  total  payments 
to  policyholders  the  amount  of  the  value  of  paid-up  insurance 
upon  which  no  moneys  have  been  paid?  A.  Yes,  that  goes  right 
into  our  reserve. 

Q.  Yes,  but  you  have  got  a  great  deal  that  goes  into  your 
reserve  which  you  do  not  schedule  as  paid  to  policyholders.  A. 
Well,  that  is  the  requirement  of  all  the  State  Departments. 

Q.  Do  you  include  in  your  statement  of  outstanding  insurance 
your  paid-up  policies?     A.  Yes. 

Q.  And  you  have  your  reserve  against  those  as  you  do  against 
your  other  policies  ?     A.  Yes. 

Q.  But  when  you  are  making  up  a  statement  of  the  payments 
you  have  made  to  policyholders  you  do  not  include  insurance 
policies  upon  which  in  fact  you  have  made  no  payment,  do  you? 
A.  We  follow  the  requirement  of  the  State  Departments  and  the , 
amount  of  money  we  transfer  from  our  reserve  as  single  pre- 
miums for  insurance  goes  under  the  head  of  payments  to  policy- 
holders.    We  have  no  control  over  that  item. 

Q.  Then  of  the  $2,046,739.01  which  is  stated  here  as  surren- 
der values  and  included  in  the  total  payments  to  policyholders, 
how  much  was  actually  paid  in  cash  during  the  years  1900  to 
1904  inclusive?     A.  A  little  more  than  $125,000 

Q.  Give  me  the  exact  amount  if  you  can  add  it  rapidly?  A. 
$145,947.74. 

Q.  And  the  residue  of  about  $1,900,000  included  under  the 
head  of  surrender  value  is  simply  in  the  shape  of  paid-up  insur- 
ance?    A.  Yes. 

Q.  What  amount  of  the  $2,595,571.54,  the  total  of  dividends 
lo  policyholders  and  included  in  the  total  payments  to  policy- 
iiolders  consists  of  reversionary  additions  to  policies  and  not 
paid  in  cash?     A.  That  is  all  cash.        _    ^ 
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Q.  Included  in  death  claims  paid  you  apparently  liave  certain 
annuities  ?    A.  Yes, 

Q.  What  are  those  annuities?  A.  They  are  in  the  form  of 
sick  benefits;  the  company  for  one  or  two  years  of  its  existence 
at  the  outset  issued  a  few  sick  benefit  policies  upon  which  it  is 
still  paying  annuities. 

Q.  Well,  those  are  actual  cash  payments?  A.  Those  are  actual 
cash  payments. 

Q.  Included  in  the  claim  ?     A.  Yes. 

Q.  I  should  like  to  have  you  take  the  Blue  Book  and  tell  me 
with  approximate  accuracy  what  is  the  total  amount  that  has  been 
paid  to  your  company  in  premiums  by  policyholders  since  its  or- 
ganization— I  figure  it  about  two  hundred  and  eighty-seven  mil- 
lions roughly.     A.  If  I  come  as  near  as  that 

Q.  Oh,  yes,  if  you  get  within  a  million  dollars  of  it  it  will  be 
satisfactory.     A.  What  is  it  you  make  it? 

Q.  I  figure  it  very  roughly  at  about  two  hundred  and  eighty- 
seven  million  dollars.  A.  About  two  hundred  and  eighty-seven 
million  dollars. 

Q.  Now  during  the  period  that  your  company  has  been  in  busi- 
ness, what  amount  is  the  aggregate  of  its  payments  to  policyhold- 
ers, including  death  claims,  endowments,  surrender  values  and 
dividends — all  payments?     A.  About  ninety-two  million  dollars. 

Q.  Ifow,  dtiring  the  same  period,  what  has  the  company  re- 
ceived, approximately,  in  its  earnings  or  interest  upon  investments 
or  income  apart  from  the  premiums  paid  by  policyholders  ?  A. 
About  nineteen  and  a  half  million  dollars. 

Q.  And  what  has  been  the  total  of  its  expenses,  that  is,  its  dis- 
bursements exclusive  of  the  amount  paid  to  policyholders  during 
its  history  ?    A.  About  one  hundred  and  thirty  million  dollars. 

Q.  And  what  were  the  assets  of  the  company  at  the  end  of 
]904?    A.  $80,511,9.55. 

Q.  And  against  those  assets  what  amount  represented  its  lia- 
bilities at  that  time,  including  its  reserve  to  meet  policies  in  force  ? 
A.  $75,187,108. 

Q.  These  approximate  amounts  you  have  given  to  show  the  in- 
come payments  by  the  company  here  from  the  period  of  the  •com- 
pany's organization  to  the  end  of  1904  ?    A.  Yes. 

Q.  What  amount  of  the  present  surplus  of  $13,324,847  do  you 
calculate  is  held  to  meet  dividends  upon  policies  in  force?  A. 
Well,  something  over  90  per  cent. 


3732  Legislative  Insurance  Investigation. 

Q.  Something  over  90  per  cent.  ?  A.  Yes — that  is,  T  should 
say  eleven  million;  two  millions  oi  that  was  capital  stock. 

Q.  Is  that  thirteen  million  dollars  the  entire  amount  of  your 
surplus?    A.  Including  the  capital  stock,  yes. 

Q.  What  is  meant  by  the  item  in  your  report  to  the  ISTew  York 
Insurance  Department  under  date  of  December  31,  1904,  among 
your  liabilities,  "Special  reserve,  $3,711,122?"  A.  That  is 
divided  in  our  accounts  into  two  parts.  One  part  is  made  up  of 
$1,000,000  and  the  other  part  of  $2,711,122.  (The  '$1,000,000 
was  set  aside  at  different  periods  to  provide  for  what  seemed  to  lis 
a  fund — to  provide  a  fund  for  what  seemed  to  us  should  be  the 
difference  perhaps  between  the  reserve  we  actually  hold  accord- 
ing to  the  requirements  of  the  State  Department,  and  especially 
of  our  own  State,  New  Jersey,  and  the  reserve  that  might  bo 
necessary  if  we  were  compelled  to  value  upon  our  own  experience 
basis.  At  that  time  it  was  thought  sufficient  to  cover  all  tJie  dif- 
ference. The  other  item  of  $2,711,122  represents  really  the  dif- 
ference between  our  liability  in  the  State  of  Massachusetts  and 
our  reserve  liability  in  the  State  of  New  Jersey  or  of  New  York. 

Q.  What  is  the  occasion  for  that  difference?  A.  The  method 
of  valuing  industrial  policies  is  different  in  Massachusetts  from 
the  method  in  the  State  of  New  York  or  in  New  Jersey. 

Q.  AVhat  is  the  differeuce  between  the  two  methods  of  valua- 
tion of  industrial  policies  ?  A.  Well,  it  amounts  in  effect  to  our 
having  to  hold  a  reserve  on  our  industrial  policies  in  Massa- 
chusetts as  if  they  were  a  half  year  older  than  in  New  Jersey  or 
New  York. 

Q.  In  other  words,  you  take  the  age  as  of  the  time- A,  In 

Massachusetts  we  take  the  age  at  issue. 

Q.  In  New  York?  A.  In  New  York  we  take  the  age  next 
birthday,  which  is  a  half  age  older. 

Q.  And  that  makes  the  valuation  in  Massachusetts  $2,700,000 
in  excess  of  the  valuation  in  New  York  and  New  Jersey  ?  A. 
No,  that  item  would  really  favor  Massachusetts  a  little  bit  because 
they  allow  us  to  take  a  half  age  yoimger,  but  they  assume  at  the 
end  of  the  first  year  the  policy  is  a  half  a  year  old,  and  in  the  State 
of  New  York  we  start  at  the  end  of  a  half  year  to  value  our 
policies. 

Q.  And  the  net  result  ?  A.  The  net  result  is  the  main  item  of 
difference. 
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Q.  Does  that  account  for  the  whole  of  the  $2,700,000?  A. 
Yes,  because  through  the  history  of  these  policies  the  Massachu- 
setta  policies  are  assumed  to  have  been  half  a  year  longer  in  force. 

Q.  And  the  other  million  dollars  included  in  the  special  re- 
serve is  established  by  your  company  because  of  the  higher  rate 
of  mortality,  according  to  your  experience  of  that,  upon  which 
you  have  calculated  in  establishing  legal  reserve?     A.  Yes. 

Q.  Now,  the  fact  is  that  you  collect  enough  from  your  policy- 
holders to  pay  out  for  what  dividends  may  be  required  and  to 
meet  all  claims  and  increase  your  surplus  ?     A.  Yes. 

Q.  So  that  while  you  theoretically  say  that  90  per  cent,  of  the 
surplus  on  hand  awaits  apportionment  in  dividends,  as  matter  of 
fact  you  are  constantly  collecting  enough  to  take  care  of  all  your 
apportionment  of  dividends  and  of  all  you  claims  and  leave  you 
at  the  end  of  each  year  with  a  larger  surplus  than  you  had  the 
year  before?  A.  As  the  business  grows  that  is  necessary.  If 
we  should  sfop  doing  business  you  understand,  of  course,  this  fund 
would  gradually  grow  again.    We  must  be  ready  for  it. 

Q.  Take,  for  example,  your  situation  in  the  year — at  the  end 
of  the  year  1897  you  had  then  a  surplus  of  $5,240,119.  Between 
that  time  and  the  present  you  have  made  total  payments  to  policy- 
holders of  about  sixty  million  dollars — ^between  1897  and  1905  ? 
A.  Yes. 

Q.  And  yet  at  the  end  of  1904  you  have  thirteen  million  sur- 
plus ;  so  that  during  this  period  while  you  have  been  paying  such 
large  amounts  to  your  policyholders  on  claims  and  in  dividends 
you  have  more  than  doubled  your  surplus  after  deducting  the 
special  reserve  ?     A.  Yes. 

Q.  The  result  is  that  you  are  receiving  in  dividends  amounts 
largely  in  excess  of  the- immediate  necessities  of  your  company, 
taking  into  consideration  the  annual  requirements  for  claims  and 
apportionment  of  dividends,  and  that  excess  is  represented  by 
your  growing  surplus?  A.  Yes,  but,  Mr.  Hughes,  may  I  make 
a  little  statement  here? 

Q.  Yes.  A.  Industrial  insurance  in  this  company  is  yet  less 
— is  no  more  than  thirty  years  old,  and  it  has  not  had,  of  course, 
the  vast  experience  of  what  is  called  ordinary  insurance.  It  is 
still  to  a  certain  extent  somewhat  of  an  experiment.  We  have 
years  of  issue  on  which  the  company  to-day  is  paying  in  death 
3laims  as  much  as  it  is  receiving  in  premiums.  That,  of  course, 
is  to  be  expected,  but  is  provided  for  in  the  reserve;  but  it  was 
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freely  predicted  when  industrial  insurance  was  started  that  it 
never  could  carry  itself.  It  is  yet  somewhat  of  an  experiment, 
and  the  Prudential  up  to  this  time  has  felt  that  it  is  feeling  its 
way  yet.  It  has  not  even  rounded  out  a  generation;  and  it  waa 
felt  necessary  to  accumulate  this  fund  which  we  are  preparing 
to  give  out,  so  that,  as  I  have  said  already,  to  the  policyholders 
actually  on  our  books  to-day  we  expect  to  give  out  almost  all 
of  this  surplus. 

Q.  Well,  the  policyholders  on  your  books  last  year  will  fare 
proportionately  as  well  as  the  policyholders  on  your  books  this 
year?    A.  Yes. 

Q.  And  you  paid  out  last  year  in  dividends  $650,493?  A. 
Industrial  dividends. 

Q.  On  industrial  dividends.  That  represented  the  entire 
amount  that  your  industrial  policyholders  were,  according  to 
your  methods,  entitled  to  share  in  the  surplus?    A.  Yes. 

Q.  For  that  year?    A.  Yes. 

Q.  ITow,  if  you  -will  take  the  entire  amount  of  your  business, 
that  is  the  ordinary  department  and  the  intermediate  depart- 
ment, as  well  as  the  industrial  department,  the  entire  amount 
paid  in  dividends  last  year  was  about  $885,000?    A.  Yes. 

Q.  But  you  took  in  in  that  gross  amount  of  your  premiums 
some  forty-one  millions  of  dollars?     A.  Yes. 

Q.  And  your  total  disbursements  to  policyholders  were  some 
thirteen  million  dollars;  so  that  you  took  in  more  than  enough 
to  allow  for  what  would  be  distributable  according  to  your 
method,  and  enable  you  to  increase  your  surplus  over  three 
millions  of  dollars  in  one  year?  A,  Yes.  Mr.  Hughes,  may  I 
add  a  note  here? 

Q.  Certainly.  A.  In  reading  sometime  ago  onto  the  record 
of  premiums  and  expenses  and  claims  and  so  on,  it  seems  to  me 
there  should  be  read  into  the  record  at  the  same  time  the  fact 
that  during  five  years,  that  was  the  period  you  first  included, 
the  company  has  added,  I  think,  more  than  forty-one  millions 
to  its  liabilities  in  the  form  of  policy  reserves,  that  is  put  to 
the  credit  of  policyholders.  I  think  that  should  go  in  where  you 
are  speaking  about  payments  to  policyholders. 

Q.  I,  in  effect,  stated  that  because  I  stated  the  total  amount 
of  your  assets,  and  the  total  amount  of  your  surplus;  the  rest 
will  be  the  difference,  but  I  will  put  it  in  in  that  form;  I  will 
Btate  that  now  that  at  the  end  of  1904  the  assets  of  your  com- 
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pany  amounted  to  $88,511,950,  your  liabilities,  including  the 
reserve  against  your  outstanding  insurance,  amounted  to 
$75,187,108,  and  the  surplus,  $13,324,847.  A.  You  have  read 
that  before,  but  in  connection  with  the  five-year  payment  you  did 
not  mention  the  fact  that  we  had  added  about  forty-one  million 
dollars  to  our  reserve. 

Q.  During  the  five  years?  A.  Yes.  That  was  not  read  in  at 
that  point. 

Q.  Now,  in  this  you  have  called  attention  to  the  last  five  years. 
I  wish  you  would  tell  me  what  amount  of  industrial  business, 
industrial  insurance  has  been  written  as  new  insurance  in  the 
years  1900  to  1904,  inclusive,  approximately?  A.  Industrial 
insurance? 

Q.  Yes.  A.  The  total  amount  issued  in  the  five  years  1900  to 
1904  inclusive,  was  $864,944,290. 

Q.  jSTow,  during  that  period  the  net  amount  of  your  outstand- 
ing insurance,  comparing  the  amount  outstanding  on  December 
31,  1899,  with  that  outstanding  on  December  31,  1904,  in  the 
Industrial  Department,  was  how  much?  A.  You  want  the 
increase  ? 

Q.  Increase?    A.  $286,952,982. 

Q.  In  other  words,  during  the  last  five  years  you  have  put  on 
your  books  $864,000,000  of  industrial  insurance,  but  your  net 
income  has  been  only  $286,000,000?    A.  Yes. 

Q.  In  your  Ordinary  Department,  however,  you  have  during 
the  same  period  put  on  your  books  how  much?  A.  The  total 
amount  issued  by  the  Ordinary  Department  in  the  same  five 
years  was  $426,485,286. 

Q.  And  the  net  increase  of  insurance  comparing  December 
31,  1899,  with  December  31,  1904,  is  how  much?  A.  $267,578,- 
540. 

Q.  So  you  wrote  nearly  twice  as  much  industrial  business  as 
ordinary  business  in  that  period.  Your  net  increase  in  the  in- 
dustrial business  was  only  a  trifle  more  than  your  net  increase  in 
your  ordinary  business?     A.  Yes,  sir. 

Q.  Which  would  indicate  that  the  industrial  business  was  only 
about  half  as  persistent  as  your  ordinary  business?  A.  Yes,  on 
the  total. 

Q.  Now,  taking  your  company  as  a  going  concern,  and  drawing 
an  inference  from  its  experience  from  1876  to  1904  inclusive,  it 
would  appear  that  the  policyholders  have  received  up  to  date,  that 
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is  up  to  December  31st,  a  little  less  than  one-tMrd  tlie  amount 
they  have  paid  in?     A.  I  cannot  say  exactly  as  to  that. 

Q.  Well,  you  said  they  paid  in  in  all  about  $287,000,000  and 
there  had  been  paid  out  in  all  about  $92,000,000?  A.  Yes,  and 
they  have  to  their  credit  $75,000,000. 

Q.  We  are  looking  at  it  as  a  going  concern  because  if  you  take 
any  particular  period  of  this  28  years  and  take  the  receipts  and 
disbursements,  to  policyholders  we  will  find  about  the  same  ratio, 
Avill  we  not?  A.  Not  if  it  is  worked  out  to  the  end,  I  should 
think  not. 

Q.  Well,  if  there  is  an  end;  but  you  take  the  man  who  is  com- 
ing into  your  company  now — what  he  will  put  in — I  do  not  mean 
a  single  man,  the  men — the  total  of  your  present  policyholders 
£ijid  the  amount  which  they  will  contribute  and  the  amount  which 
will  ultimately  be  paid  to  them  at  one  time,  treated  as  a  class,  will 
be  in  the  neighborhood  of  about  one-third?  A.  No,  I  should 
think  it  would  be  much  more  than  one-third. 

Q.  You  do  not  think  then  that  it  is  fair  to  take  the  entire  amount 
that  has  been  received  by  your  company  during  the  period  of 
twenty-eight  years,  and  the  entire  amount  that  has  been  paid  to 
policyholders  during  that  same  period  of  twenty  years  in  order  to 
draw  an  inference  as  to  what  proportion  of  the  premium  receipts 
has  ultimately  returned  to  policyholders?  A.  Why,  no,  I  cer- 
tainly do  not. 

Q.  Will  you  explain  why  not?  A.  If  you  could  imagine  a  com- 
pany, we  will  say  a  hundred  years  old,  which  had  completed  a 
great  many  thousands — millions  we  will  say — of  policies,  com- 
pleted the  entire  record,  and  assumed  that  the  company  had  stopped 
increasing,  as  all  companies  must  some  time,  if  you  could  follow 
that  during  an  even  period  or  of  a  certain  time,  you  can  see-^we 
can  all  see  that  it  could  not  be  in  this  ratio,  because  the  older 
policies  in  their  due  proportion  of  the  total  and  they  would  be 
receiving  more  in  claims  than  they  were  paid  in  premiums. 

Q.  You  mean  those  that  existed  at  that  particular  time?  A. 
Yes. 

Q.  But  if  you  take  a  period  of  years  during  which  we  have  a 
number  of  policyholders  paying  money  to  the  company  and  try 
to  ascertain  how  much  of  that  money  comes  back  to  this  number 
of  policyholders  upon  an  average,  do  you  think  it  will  show  while 
the  company  is  a  growing  concern  more  than  one-third?  A.  It  de- 
pends on  how  rapidly  the  company  grows.      Of  course  it  would 
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depend  upon  wliat  percentage  of  the  total  policyholders  on  the 
company's  hooks  were  old  policyholders,  and  what  percentage  were 
new.  Of  course,  the  Prudential,  as  you  know,  has  grown  very 
rapidly. 

Q.  What  effect  would  that  rapid  growth  have?  A.  It  would 
tend  to  have  upon  the  company's  hooks  a  great  many  policy- 
holders who  had  not  reached  a  high  death  rate  yet,  and  who  were 
paying  in  naturally  as  policyholders  due  at  the  outset  of  their 
.contract  much  more  than  comes  hack  to  them. 

Q.  And  to  the  extent  that  the  business  of  a  certain  class  goes 
off  the  hooks  at  an  early  period,  the  policyholders  of  that  class  get 
a  less  return?     A.  Yes,  necessarily. 

Q.  And  as  in  the  industrial  business,  a  very  large  percentage 
of  the  business  is  non-persisting.  The  industrial  policyholders- 
get  a  smaller  return  on  the  average  than  the  holders  of  ordinary 
policies  who  persist  longer?    A.  Yes,  they  do. 

Q.  A  very  much  smaller  return,  do  they  not  ?     A.  Yes. 

Q.  If  you  were  to  take  any  of  the  large  companies  doing  an 
ordinary  insurance  business  arid  were  to  take  a  period  of  years 
and  compare  the  amounts  paid  in  by  policyholders  in  premiums 
and  the  amount  during  the  same  period  received  by  the  policy- 
holders or  their  beneficiaries  in  the  payment  of  death  claims  and 
dividends,  you  would  find  that  the  policyholders  had  received  a 
very  much  larger  percentage  of  the  premium  income  than  in  the 
case  of  the  Prudential,  would  you  not?  A.  You  refer  to  ordi- 
nary? 

Q.  Yes,  ordirtary  policyholders?     A.  Yes. 

Q.  Well,  why  is  that  so?  A.  You  have  named  one  reason,  it 
is  the  fact  that  our  industrial  policyholders  do  not  persist  and  they 
pay  a  short  time  before  the  death  rate  increases  and  before  they 
reach  surrender  value.  Another  reason  is,  which  I  think  has  been 
explained,  the  expense  rate  is  necessarily  higher  for  an  industrial 
company  depending  upon  the  very  nature  of  the  business. 

Q.  ISTow,  you  take  for  example  your  neighbor,  the  Mutual  Bene- 
fit of  ISTew  jersey,  and  you  take  a  period  of  some  thirty  years,  say 
from  1875  to  the  end  of  1904,  and  the  total  amount  of  premium 
income  during  that  period  appears  to  be  approximately  h*5^^ 
much?    A.  You  said  thirty  years? 

Q.  Yes.     A.  I  make  it  about  $196,000,000. 

Q.  One  hundred  and  ninety-six  millions.  And  during  that  time 
thiiy  had  paid  to  their  policyholders  in  claims  and  dividends  and 
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other  ways  a  total  of  about  how  much  ?     A.  I  should  think  some- 
where around  one  hundred  and  five  or  a  hundred  and  six. 

Q.  One  hundred  and  five  or  one  hundred  and  six  millions.  It 
is  suggested  to  me  that  that  is  the  case  of  a  very  old  company ; 
but  what  would  you  say  was  the  reason  for  the  fact  that  during 
thirty  years  they  get  in  one  hundred  and  ninety  millions  dollars 
and  pay  their  policyholders  one  hundred  and  five  million  or  one 
hundred  and  six  million  and  the  Prudential  in  the  same  period 
gets  in  two  hundred  and  eighty-seven  millions  and  pays  its  policy- 
holders ninety-two  millions?  A.  Well,  two  very  important  rea- 
sons would  be  these.  First,  the  company  has  grown,  as  compared 
with  the  Prudential,  very  much  less ;  for  example,  its  total  premium 
income  in  1904  was  considerably  less  than  three  times  its  total 
premium  income  at  the  l^.ginning  erf  that  period,  1875 ;  whereas  the 
Prudential's  has  gone  up,  you  might  say,  an  infinite  number  of 
times. 

Q.  Then  rapid  growth  does  not  benefit  the  policyholders  ?  A. 
Not  temporarily.  If  you  analyze  any  one  policy  account  you 
would  find  it  would  come  out  all  right. 

Q.  If  he  lives  long  enough  ?  A.  Yes.  You  must  see  that  point, 
Mr.  Hughes,  that  a  rapidly  growing  company  has  this  great  mass  of 
new  business  on  its  books. 

Q.  And  the  new  business  pays  more  proportionately?  A.  To 
the  company. 

Q.  To  the  company  ?     A.  Yes. 

Q.  Hence  the  more  new  business  there  is  on  the  books  the 
greater  proportion  of  policyholders  who  are  paying  more  than  the 
average  cost,  we  might  say  ?  A,  Yes,  but  that  does  not  affect  the 
fact  that  they  are  just  as  likely  to  come  out  better  than  that  would 
indicate,  if  you  allow  them  to  go  over  their  proper  period  of  time. 

Q.  Unless  we  take  a  sufiiciently  long  period?     A.  Yes. 

Q.  Twenty-five  or  thirty  years,  which  will  enable  us  to  find  out 
how  the  thing  will  work  out  on  the  average  ?     A.  Yes. 

Q.  And  that  was  my  intention.  Now,  lest  it  may  be  said 
to  suggest  an  unfair  inference,  by  taking  an  old  company,  and 
a  long  established  company,  let  us  take  the  Mutual  Company  of 
New  York;  let  us  take  the  period  of  the  last  thirty  years?  A. 
About  eight  hundred  and  sixty  million  dollars. 

Q.  That  is  the  total  premium  income  for  what  period  ?  A.  For 
thirty  years. 

Q.  Thirty  years  last  past  ?    A.  Yea. 
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Q.  Kow  if  you  will  take  the  total  paid  the  policyholders,  paid 
by  the  ]\Iutual  in  that  time,  including  claims  and  dividends  ?  A. 
Somewhere  around  five  hundred  and  sixty  millions. 

Q.  $560,000,000.  So  the  ratio  in  your  company  is  as  92  to 
287,  and  in  the  case  of  the  Mutual  Benefit  is  as  105  to  190  and  in 
the  case  of  the  Mutual  as  56  is  to  86.  A.  Now,  Mr.  Hughes,  the 
ilutual  Life  received  in  1904  less  than  four  times  the  premiums  it 
received  in  1875.     It  seems  to  me 

Q.  It  has  not  groAvn  fast  enough  ?  A.  That  has  not  grown  as 
fast  as  the  Prudential. 

Q.  Take  the  Xew  York  Life  and  see  whether  that  has  grown 
— or  has  any  company  gTown  as  fast  as  yours  ?  A.  Well,  there 
is  no  company  that  started  just  at  the  same  time.  It  does  not 
seem  to  me  any  comparison,  if  you  are  going  to  bring  those  figures 
one  against  the  other,  is  fair. 

Q.  It  is  incomparable  ?    A.  Yes. 

Q.  Well  there  is  enough  elicited  to  make  the  point  I  have  in 
mind,  and  it  is  this.  You  have  grown  so  rapidly  that  there  is  a 
gTeat  amount  of  new  business  on  your  books  ?    A.  Yes. 

Q.  jSTow  that  rapid  growth  is  largely  in  your  industrial  depart- 
ment ?     A.  Both  departments. 

Q.  Well,  it  is  more  conspicuous  in  the  industrial  department, 
is  it  not  ?  .  A.  The  industrial  department  is  ten  years  older,  and 
the  ordinary  department  is  about  ten  years  old.  Of  course  it  has 
grown  very  rapidly  too,  both  departments  have. 

Q.  You  have  in  the  last  five  years  put  something  like  $864,- 
000,000  of  new  biTsiness  on  your  industrial  department  books  ? 
A.  Yes. 

Q.  And  that  would  seem  to  be  a  growth  rapid  enough  to  suit 
anyone ;  and  putting  that  amount  of  new  business  on  your  indus- 
trial books  you  have  had  during  that  period  a  great  army  of  policy- 
holders who  were  paying  at  rates,  compared  with  the  amount  of 
insurance  benefits,  that  were  heavier  than  those  that  would  be  paid 
by  older  policyholders  ?     A.  Yes. 

Q.  And  that  business  has  not  persisted,  it  has  gone  off  the 
books  very  rapidly  ?    A.  Yes,  sir. 

Q.  So  that  you  have  been  consequently  in  receipt  of  a  much 
larger  amount  from  your  policyholders  proportionately  by  reason 
of  your  industrial  business  than  an  old  line  company  in  the  ordi- 
nary business  would  receive  from  its  policyholders  ?    A.  Yes. 

Q.  And  you  have  received  proportionately  from  your  industrial 
policyholders  a  larger  amount  than  an  old  line  company  in  its 
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ordinary  business  would  receive  as  compared  with  the  amount  dis- 
tributed annually  to  policyholders?    A.  Yes. 

Q.  So  that  we  have,  as  I  understand  you,  two  explanations; 
first,  the  rapidity  of  the  growth  and  the  great  amount  of  new  busi- 
ness on  your  books;  and  secondly,  the  fact  that  so  much  of  it 
lapses?    A.  Yes. 

Q.  That  is  the  policyholders  do  not  stay  in  long  enough  to  get 
the  advantage  of  continued  connection  with  the  company  and  of 
the  enlarged  benefit  ?    A.  Yes,  that  is  one  factor. 

Q.  Kow,  something  was  said  yesterday  by  Senator  Dryden  as 
to  the  great  loss  to  the  company  that  accrued  through  the  lapsing 
of  policies.  Of  course,  it  would  be  a  great  deal  better  for  your 
company  if  these  policyholders  would  continue  to  make  their  pay- 
ments would  it  not  ?     A.  Yes. 

Q.  If  they  did  continue  to  make  their  payments  you  would  re- 
duce their  premiums  ?    A.  Yes. 

Q.  If  they  did  continue  to  make  the  payments  at  the  present 
scale  of  charge  and  they  persisted,  you  would  have  more  money 
than  you  could  possibly  handle?  A.  We  would  have  much 
heavier  assets. 

Q.  So  that  it  is  obviously  a  loss  to  the  company  when  men  do 
not  continue  to  pay  premiums  which  have  been  based  upon  an 
expectation  which  is  not  substantially  exceeded  by  the  company? 
A.  Yes. 

Q.  It  gets  less  money?     A.  Yes. 

Q.  But  looking  at  the  position  now  of  the  policyholder  who 
lapses,  he,  of  course,  is  in  a  position  where  he  has  lost  all  that 
he  has  put  in,  is  he  not,  if  he  lapses  during  the  first  three  years 
in  the  industrial  line?     A.  Well,  he  has  had  protection. 

Q.  Yes,  he  has  had  protection;  but  of  course,  each  individual 
can  say  I  pay  so  much  to  be  protected  for  three  years,  as  I  will 
pay  so  much  to  have  my  house  insured  for  a  certain  time,  and 
if  his  house  does  not  bum  down  he  has  had  the  protection  and  to 
a  certain  extent  the  equivalent  of  his  money;  but  when  you  look 
at  the  matter  as  a  going  thing  with  a  certain  maintained  average 
of  people  who  go  in  expecting  to  receive  benefits,  or  to  c_pntinue 
so  they  will  ultimately  get  benefits,  and  that  a  certain  number  do 
not  persist,  you  come  to  the  conclusion  that  there  is  a  very  large 
waste  from  the  policyholders'  standpoint,  do  you  not?     A.  Yes. 

Q.  And  that  is  illustrated  by  the  fact,  as  I  understood  the  testi- 
mony yesterday,  about  two-thirds  of  your  industrial  policyholders 
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in  fact  get  no  money  back  because  they  lapse  before  tbey  are  en- 
titled to  anything?     A.  Two-thirvi'»  of  those  who  enter? 

Q.  Yes.     A.  Yes. 

Q.  !Now,  what  is  the  number  of  your  industrial  policyholders? 
A.  Our  total  number  of  industrial  policyholders  at  the  end  of  1904 
was  5,642,335. 

Q.  That  is  the  number  of  outstanding  policies  in  the  Indus- 
trial Department?     A.  Yes. 

Q.  And  would  it  be  fair  to  assume  that  it  is  one  policy,  one 
person?     A.  No,  about  thirteen  policies  to  ten  persons. 

Q.  Thirteen  to  ten;  so  you  make  the  total  persons  carrying  in- 
dustrial insurance  in  your  company  about  how  much?  A.  Nearly 
eighty  per  cent,  of  that  number,  somewhere  around  4,500,000. 

ME.  COX:    5,100,000. 

Q.  Mr.  Cox  says  5,100,000.  Do  you  want  to  figure  it  up? 
A.  Well,  it  does  not  make  any  difference  to  me,  I  estimated  that 
number. 

Q.  Between  four  and  one-half  and  five  millions  of  individual 
industrial  policyholders?     A.  Yes. 

Q.  And  it  is  pretty  certain  from  the  law  of  averages,  that  two- 
thirds  or  something  over  three  millions  of  those  people  will  never 
get  any  money  from  the  Prudential?  A.  Oh,  no;  those  are  pol- 
icies in  force.     It  is  two-thirds  of  the  issue. 

Q.  Yes,  but  those  policies  in  force  include  how  many  that  were 
issued  in  1904?  You  are  quite  right  in  that,  because  you  have 
taken  out  those  that  have  lapsed  the  first  year  of  issue?     A.  Yes. 

Q.  And  of  those  in  force  there  will  be  a  much  larger  percentage 
which  will  persist,  tho?e  that  are  in  force  at  the  end  of  the  year. 
That  is  quite  evident.     A.  Yes. 

Q.  Taking  those  that  were  added  during  the  year  1904,  you 
have  a  number  of  policies  issued  in  that  year  of  about  1,547,000? 
A.  Industrial? 

Q.  Yes.     A.  Yes. 

Q.  Something  like  1,300,000  of  persons  insured  in  the  indus- 
trial line  in  that  year.  And  of  course,  to  get  the  number  of 
persons  as  to  whom  we  could  take  the  proportion  of  two-thirds, 
we  would  have  to  Include  all  those  -who  took  policies  in  the  Indus- 
tiial  Department  in  1904?     A.  Yes. 

Q.  Can  you  tell  me  what  proportion  of  the  twenty-six  millio'n 
and   upward  of  premiums  paid  in  1904,  was  paid  in  by  policy- 
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holders  in  the  Industrial  Department  who  had  received  insurance 
in  that  year?     A.  In  that  calendar  year? 

Q.  Yes.  A.  I  have  not  that  item  here.  I  have  not  that  item 
with  me,  Mr.  Hughes. 

SEISTATOK  DRYDEIST:  Mr.  Johnson  says  they  are  about 
1,2.50,000. 

THE  WITNESS :  I  think  he  misunderstood  the  question. 

SENATOR  DEYDEN:  Will  you  repeat  the  question,  Mr. 
iTughes? 

Q.  (Read  by  Stenographer.) 

MR.  FISKE:  Do  you  mean  who  took  out  the  policies  that 
year? 

MR.  HUGHES:  Yes. 

Q.  In  other  words  I  would  like  to  know  what  amount  of  money 
was  paid  in  on  industrial  insurance  written  in  1904,  first,  Avith 
the  object,  of  course,  of  ascertaining  later  what  amount  of 
morey  was  paid  in  by  those  who  did  not  carry  their  insurance, 
and  whose  policies  lapsed  in  the  same  year  in  which  it  was  taken. 
A.  Well,  it  was  probably — I  cannot — it  is  only  a  guess;  I  have 
not  the  figures — I  should  think  somewhere  about  four  million 
dollars. 

Q.  That  would  be  the  amount  that  you  think  could  fairly  be 
said  to  have  b^en  paid  in  on  the  new  insurance  written  in  the 
Inuustrial  Department,  written  in  1904?  A.  Paid  in  during  that 
year. 

Q.  And  about  on  the  calendar  year  basis,  about  thirty-seven  per 
cent,  of  the  policies  issued  in  that  year  would  lapse  before  the  end 
of  the  year? 

MR.  LINDABURY:  Mr.  Johnson  says  that  cannot  possibly 
be  right. 

THE  WITNESS:  I  can  get  that  figure  for  you  perhaps  later 
in  the  day,  but  I  have  not  it  with  me. 

Q.  What  is  the  average  amount  paid  by  the  industrial  policy- 
holHer,  what  do  they  average?  A.  The  average  premium  per 
week? 

Q.  Yes.     A.  About  ten  cents. 
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Q.  AlDOut  ten  cents  is  tlie  average?     A.  Yes,  sir. 

Q.  If  you  take  the  amount  of  policies  issued  in  1904  and  have 
the  average  premium  paid,  multiply  the  one  by  the  other,  would 
you  not  get  practically  an  average  of  the  amount  paid  on  the  new 
business  in  that  year?  A.  No.  Those  who  come  in  and  go  out 
pay  about  six  weeks'  premium.  Those  who  come  in  and  stay  until 
the  end  of  the  year  pa^;  about  twenty-three  .weeks  of  premium. 

MR.  LINDABUEY:  The  assistant  actuary  says  it  is  about 
$2,300,000. 

Q.  $2,300,000?     A.  Well,  he  is  familiar  with  those  figures. 

Q.  Well,  put  that  down.  $2,300,000,  that  is  the  amount  esti- 
mated to  have  been  received  in  1904  on  industrial  policies  issued 
in  that  year?     A.  Yes. 

Q.  And  about  twenty-seven  per  cent,  of  those  policies  lapsed 
in  1904.     A.  Yes. 

Q.  Will  you  tell  me  what  amount  is  received  within  three 
policy  years  from  the  policyholders  in  the  industrial  department 
whose  policies  lapse  during  that  period  ?  A.  I  have  not  those 
figures. 

Q.  Those  can  be  stated,  I  suppose?  A.  Yes,  we  could  get 
that  quite  closely. 

Q.  Senator  Dryden  remarked  yesterday  in  connection  with 
the  plan  for  transferring  the  control  of  the  Prudential  that  the 
question  of  further  stock  dividends  might  be  raised.  Is  it  the 
fact  that  the  profits  of  your  company  were  so  great  that  the  mat- 
ter of  additional  dividends  was  imminent.  A.  I  knew  nothing 
about  that.     You  Icaow  the 

Q.  But  knowing  the  amount  of  money  received  by  your  com- 
pany, were  you  aware  that  it  was  possible  for  the  company  to  in- 
crease the  benefits  to  the  policyholders?  A.  It  might  be  possi- 
ble to  increase  them.  I  doubt  whether  I  would  say  it  would  be 
safe  to  increase  them. 

Q.  And  why  would  you  doubt  the  wisdom  of  such  a  step  ?  A. 
As  I  said  berfore,  the  business  is  really  young  yet,  and  up  to  the 
present  time  we  have  not  felt  we  could  increase  our  benefits  to 
and  higher  point  than  they  are  at  the  present  time. 

Q.  Take,  for  example,  the  John  Hancock,  is  that  an  older 
company  than  yours  ?     A.'  Yes. 

Q.  How  much  older  ?     A.  I  do  not  know  exactly. 

ME.  LliNDABIJEY:     It  is  not  in  the  industrial  department? 
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THE  WITNESS :  It  is  not  in  the  industrial  business,  but  it  is 
an  older  company,  however. 

Q.  It  was  incorporated  in  1862,  it  appears,  and  it  took  up  the 
industrial  business  at  about  the  same  time A.  1879, 1  think. 

Q.  Or  a  little  later  than  the  Prudential.  It  appears  from  the 
Blue  Book  that  your  company  in  surrender  and  lapsed  values 
allowed  in  1904  33.64  of  the  reserves  and  dividends  released  to 
surrender  and  lapse,  while  the  John  Hancock  allowed  a  percent- 
age of  83.83  per  cent.  What  explanation  will  you  make  of  that? 
A.  Mr.  Hughes,  I  cannot  make  any  positive  explanation.  I  have 
an  opinion  about  it. 

Q.  Well,  state  that?  A.  In  my  opinion  it  is  blameable  en- 
tirely on  the  gain  and  loss  exhibit. 

Q.  In  what  respect  does  the  gain  and  loss  exhibit  make  an  in- 
accurate showing?  A.  The  gain  and  loss  exhibit  includes  cer- 
tain items  that  are  positive  and  known.  All  of  those  items  could 
be  found,  I  think,  from  a  company's  annual  statement,  most  of 
them.  It  also  includes  a  number  of  items  that  necessarily  must 
be  estimated.     One  of  the  items  represents  gain  in  mortality 

Q.  We  are  talking  entirely  about  this  matter  of  reserves  and 
surrenders?  A.  It  seems  to  me  that  this  item  must  have  been 
forced  on  the  John  Hancock  statement,  because  every  company 
has  to  force  at  least  one  of  its  items  in  order  to  make  that  gain 
and  loss  exhibit  come  out  right. 

Q.  What  item  do  you  force?    A.  We  force  our  loading. 

Q.  Why  do  you  have  to  force  an  item  to  make  it  come  out 
right?  A.  Well,  we  know  of  no  possible  way  to  calculate  the 
loading  on  a  premium  actually  received  by  our  company.  When 
you  think  that  we  have  over  six  millions  of  policies  in  force,  com- 
ing into  the  company  at  all  times  of  the  year,  and  going  out  at  all 
times  of  the  year,  and  in  the  industrial  the  amounts  are  made 
to  the  even  dollar,  so  that  the  loading  very  slightly — ■ — 

Q.  You  were  interrupted.  Go  on.  A.  From  that  fact,  that 
we  have  so  many  millions  of  policies  with  the  loadings  varying 
on  each  amount,  and  especially  on  the  industrial  at  each  age, 
because  we  give  amounts  for  even  dollars — it  is  evident  that  with- 
out increasing  our  office  force  two  or  three  hundred  fold  we  can- 
not do  anything  more  than  to  approximate  the  loading  each  year 
on  our  policies. 

Q.  Do  you  know  your  gain  on  mortality?  A.  Wo  know  it 
probably  within  a  fraction  of  a  per  cent.;  we  know  that  quite 
closely. 
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Q.  Do  yoli  know  your  gain  in  surrender  and  lapse  values?  A. 
We  know  the  gain  that  is  required  according  to  that  gain  and 
loss  exhibit.    We  do  not  feel  that  we  gain  that  much  money. 

Q.  Do  you  know  actually  the  gain  that  is  required  to  be  stated 
by  a  comparison  of  released  reserves  with  amounts  paid  ?  A.  AVe 
worked  that  out  quite  closely. 

Q.  You  get  that  quite  closely?    A.  Yes. 

Q.  Do  you  know  your  investment  gains?    A.  Quite  closely. 

Q.  And  you  know  the  total  amount  of  your  gain  at  the  end 
of  the  year  according  to  the  balance  sheet  ?    A.  Yes. 

Q,  And  if  there  is  only  one  item  missing,  and  that  is  the  load- 
ing, a  deduction  of  the  total  of  the  other  items  from  the  total  of 
your  gain  must  give  that  with  absolute  precision  ?  A.  Well,  may 
I  speak  a  little  further  on  that  point? 

Q.  Certainly.  A.  One\of  the  questions  to  which  wi  were  asked 
to  give  an  answer  was  the  amount  of  forefeited  reserves  in  1004' 
within  the  first  three  years  of  insurance.  Tn  the  Prudential  that 
amount  was  $2,000,000— $2,011,684.  Of  that  amount  $641,523 
was  in  the  iiidustrial  department,  and  $1,370,161  in  the  ordinary. 
In  the  ordinary,  of  that  $1,370,000  about  $1,060,000  came  from 
policies  in  their  second  calendar  year  of  insurance.  Of  those 
policies  60  per  cent.,  a  little  more  than  6C  j)er  cent.,  lapsed  during 
the  first  three  months,  January,  February  and  March  of  the  cal- 
endar years.  iN^ow,  those  policyholders  had  paid,  the  great  ma- 
jority of  them  had  paid  but  one  quarterly  premium,  and  yet  the 
company  must  put  up  the  full  mean  reserve  for  the  year,  l^ow, 
the  gain  and  loss  exhibit,  as~AV«  interpret  it,  requires  us  to  put 
down  the  amount  of  reserve  released,  and  so  that  is  accurate,  we 
have  that  reserve  put  up.  Of  course,  in  our  statement  we  have  a 
credit  for  the  first  premiums,  which  would  account  for  part  of 
that,  but  there  is  no  such  arrangement  in  the  gain  and  loss  ex- 
hibit; it  is  the  amount  of  reserves  released,  and  according  to  our 
idea  we  estimate  about  half  of  that  amount  is  fictitious. 

Q.  Do  you  keep  in  your  own  records,  or  do  you  make  up  for 
your  own  purposes  a  gain  and  loss  exhibit  which  does  show  how 
you  are  coming  out  annually.    A.  We  analyze  our  business. 

Q.  You  analyze  your  business  ?    A.  Yes. 

Q.  Now,  what  different  items  do  you  take  in  making  up  an  ac- 
curate gain  and  loss  exhibit  for  analysis  of  your  company's  trans- 
actions for  a  year  ?  A.  Well,  our  ordinary  method  is  to  place  on 
one  side  our  premiuuis  received,  which  we  divide  according  to  our 
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estimates  and  calculations  into  years  of  issue;  also  tli5  interest  on 
the  reserve  is  in  the  credit.  In  the  other  column  we  have  our 
claims  surrender  values,  dividends  to  policyholders,  increase  of  re- 
serve and  expenses  as  our  charges.  Those  are  divided  into  the 
years  of  issue,  as  our  figures  show.  Some  of  those  are  partly  esti- 
mated, but  after  years  of  long  practice  we  feel  we  get  them  very 
closely. 

Q.  As  I  understand  you,  this  statement  Aows  the  results  of 
policies  of  each  year  of  issue?  A.  Yes,  we  try  to  work  out  the 
separate  years.  Of  course,  it  is  not  absolutely  accurate,  but  it 
is  very  close. 

Q.  Does  any  department  require  that  information  of  you? 
A.  No. 

Q.  That  is  the  information  you  need  to  know  where  you  stand  ? 
A.  Yes. 

Q.  As  a  matter  of  fact,  does  not  the  John  Hancock  pay  larger 
surrender  values  than  the  Prudential?  A.  I  am  not  aware  of 
the  fact  that  it  pays  larger.  It  may  pay  slightly  larger,  not 
enough  larger  to  make  that  tremendous  difference,  I  will  say 
that. 

Q.  Is  it  not  under  the  law  of  Massachusetts  compelled  to  give 
larger  surrender  values  on  industrial  policies  than  you  give  ?  A. 
It  gives  larger  surrender  values  under  that  law,  as  I  remember 
it,  on  endowment,  but  I  did  not  know  that  they  were  considerably 
larger  on  the  others.     I  cannot  tell  you,  that  absolutely. 

Q.  What  is  the  average  benefit  of  an  industrial  insurance 
policyholder  in  your  company,  that  is,  what  is  the  average  amount 
of  insurance  per  policy?     A.  About  $120. 

Q.  What  proportion  of  your  industrial  business  is  on  the  adult 
table  ?     A.  About  two-thirds  of  our  policies. 

Q.  And  is  about  one-third  of  your  policies  on  the  infantile 
table?     A.  Yes. 

Q.  Under  the  infantile  table  of  rates  the  premium  is  limited 
to  ten  cents  ?     A.  Yes. 

Q.  What  is  the  rate  of  lapse  in  child  insurance  as  compared 
with  the  adult  table  ?     A-  There  is  very  little  difference. 

Q.  The  adult  table  begins  with  age  ten  ?     A.  Yes. 

Q.  Taking  adult  ages,  whether  the  insurance  is  on  the  adult 
table  or  the  infantile  table,  how  does  the  fate  of  lapse  compare 
with  those  for  minors  ?     A.  Why,  it  is  about  the  same. 
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Q.  There  is  not  any  striking  difference  then  in  the  amouat  of 
lapse  in  the  case  of  insurance  on  those  under  twenty-one.  A. 
No. 

Q.  Have  you  recently  increased  the  amount  payahle  by  your 
company  in  surrender  values  ?     A.  Somewhat 

Q.  Could  you  not  properly  pay  to  policy  holders  who  lapse 
within — or  say  after — five  years,  some  surrender  value  in  cash  ? 
A.  It  would  not  seem  to  us  that  it  would  be  properly  paid,  Mr. 
Hughes. 

Q.  Why  not?  A.  Because  we  believe  that  to  work  out  the 
object  of  insurance  .business  we  should  give  paid-up  insurance, 
because  there  are  temporary  reasons  which  arise  which  would 
often  make  the  industrial  policyholder  surrender  for  a  very 
small  amount  of  cash — even  if  it  would  be  a  very  large  percent- 
age of  their  reserve  it  is  a  small  amount  of  cash.  The  whole 
insurance — it  has  always  seemed  to  be  better  for  the  welfare 
of  the  policyholders  that  we  should  not  give  surrender  values 
until  they  had  the  need  for  insurance  which  had  perhaps  passed 
away. 

Q.  But  that  amount  of  insurance  which  persists  for  five  years 
is  fairly  persistent  after  that  time.  Would  not  the  motive  to 
surrender  for  surrender  value  be  lost  practically  after  the  policy 
had  lasted  for  five  years  ?  A.  It  does  not  seem  to  us  that  it  would 
if  it  was  an  actual  cash  value.     That  is  a  matter  of  judgment. 

Q.  Giving  a  cash  surrender  value  after  a  policy  has  been  in 
force  for  twenty  years  means  a  very  small  amount,  considering 
the  amount  of  your  insurance?     A.  Yes. 

Q.  Last  year,  for  example,  $75,000,  the  entire  amount  paid  in 
cash  surrender  values.  A.  Of  course  we  have  very  few  policies 
on  our  books  that  were  twenty  years  or  more  old.  We  issued 
twenty  years  ago  very  few  policies  as  compared  with  now. 

Q.  You  think  they  will  increase  as  you  go  on  ?  A.  Well,  you 
can  see  how  it  has  increased  the  last  year. 

Q.  What  have  you  done  in  the  Prudential  within  the  last  five 
years,  during  which  time  your  surplus — ^well,  we  will  say  in  the 
last  four  years — during  which  time  your  surplus  has  practically 
doubled,  to  liberalize  rates  lo  industrial  policyholders  or  the 
benefits  received,  rather,  for  in  that  case  your  rates  are  fixed  so 
much  a  week ;  but  what  have  you  done  to  increase  the  benefits  to 
policyholders  since  the  beginning  of  1901  ?  A.  We  have  not 
made  any  change  in  our  industrial  policies  in  that  time  except, 
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perhaps,  in  the  way  of  surrender  values.  We  have  made  a  prac- 
tice of  giving  higher  surrender  values  in  the  form  of  paid-up  in- 
surance than  "we  did  before  that  time. 

Q.  Have  you  made  any  enlargement  of  benefits  in  the  ordinary 
department  ?     A.  Within  the  last  four  years  ? 

Q.  Yes.  A.  No,  I  think  not.  Mr.  Hughes,  may  I  add  to  my 
last  answer? 

Q.  Yes.  A.  I  refer  now  to  the  industrial.  We  have  made  one 
change  in  our  paid-up  policies  during  the  last  four  years.  Any 
policyholder  who  has  been  -^iih.  us  ten  years  or  more  and  reaches 
age  80,  by  an  annual  vote  of  the  Board  of  Directors  receives  a 
paid-up  policy.  Of  course  the  policy  was  a  whole  life  policy,  but 
that  is  one  addition  I  wish  to  add  there,  that  we  now  make  them 
paid-up  policies  at  age  80. 

Q.  How  long  has  that  been  in  operation?  A^  I  think  two  or 
three  years. 

Q.  The  point  is  that  your  paid-up  policy  in  the  industrial  in- 
surance is  now  in  effect  a  term  policy  ?  A.  No,  it  is  a  whole  Kfe 
policy. 

Q.  What  happens  if  he  reaches  age  80  ?  A.  At  the  present  time 
his  premium  stops,  although  the  contract  would  call  for  premiums 
until  death. 

Q.  I  am  talking  of  the  paid-up  policy.  There  are  no  premiums 
on  the  paid-up  policy  ?  A.  We  give  the  insured  a  paid-up  policy 
at  age  80. 

Q.  Then  any  policyholder  who  for  ten  years  has  been  paying 
premiums  and  who  arrives  at  age  80  can  have  a  paid-up  policy? 
A.  For  the  whole  face  amount  of  his  policy. 

Q.  For  the  face  amount  of  his  policy  ?     A.  Yes. 

Q.  Now  just  translate  that  into  figures.  Suppose  a  person  ia 
insured  at  age  70 ;  he  pays  ten  cents  a  week  ?     A.  Yes. 

Q.  Or  $5.20  a  year?     A.  Yes. 

Q.  And  he  keeps  that  insurance  for  ten  yearsi    A.  Yea. 

Q.  Thus  paying  $52.00?    A.  Yes. 

Q.  Then  you  will  give  him  a  paid-up  policy  for  how  much  ?  A. 
$26. 

Q.  Well,  suppose  he  insured  at  a^e  60,  at  ten  cents  a  week ;  he 
has  got  to  carry  that  for  twenty  years  before  he  gets  that  paid-up 
policy?     A.  Yes. 

Q.  And  carrying  it  for  twenty  years  and  paying  $104  in  the 
twenty  years,  he  will  then  have  a  paid-up  policy  of  how  much  ? 
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A.  $44.  But  of  course,  you  understand,  Mr.  Hughes,  that  in  both 
those  cases  the  great  majority  would  have  died  and  would  have  re- 
ceived the  face  of  the  policy  before  that  time. 

Q.  Yes,  but  we  are  talking  about  the  additional  benfefit  or  change. 
A.  Yes.  Formerly  it  was  a  whole  life  polic; ,  and  now  it  becomes 
a  paid-up  policy. 

Q.  Formerly  he  would  have  a  whole  life  policy  and  would  not 
get  any  paid-up  policy  unless  he  lapsed,  and  then  for  a  certain 
proportion?    A.  Yes. 

Q.  Now  the  distinction  is  that  when  he  gets  to  age  80  he  can 
get  a  paid-up  policy  for  the  face  of  his  policy  ?     A.  Yes. 

MR  LINDABIUEY:  If  he  lives  to  85.  Formerly  he  had  to 
pay  five  years  more  than  he  does  now,  if  he  lives  to  85. 

Q.  As  I  understand  it,  under  the  form  of  policy,  if  it  is  lapsed 
after  three  years  there  will  be  a  paid-up  policy  given  upon  the 
basis  to  which  testimony  was  given  yesterday.     A.  Yes. 

Q.  Now,  has  that  been  changed  in  any  way,  that  is,  your  present 
scheme?'   A.  Yes. 

Q.  What  is  it  precisely  that  has  been  changed  in  the  last  few 
years  with  regard  to  paid-up  policies  ?  You  give  a  policy  at  age 
80  to  a  man  who  has  been  ten  years  a  policyholder  which  pre- 
viously you  did  not  give  ?  A.  Yes,  we  give  a  paid-up  policy  for 
the  face  amount  of  his  insurance. 

Q.  Well,  what  did  you  give  before?  A.  Something  less  than 
that. 

Q.  Something  less  than  the  face  amount  of  the  insurance  ?  A. 
Yes. 

MR  HUGHES:  That  is  the  point,  is  it  not?  I  do  not  under- 
stand that  he  has  in  either  case  to  pay  until  he  is  85  unless  he 
wants  to,  although  he  could  only  get  a  paid-up  policy  before. 

MR.  LINDABURY:  At  80  years  he  is  entitled  to  a  paid-u]) 
policy  for  the  full  amount,  and  saves  the  payments  for  the  rest 
of  his  life,  whatever  they  may  be.  If  he  lives  to  be  100  he  saves 
twenty  annual  premiums. 

MR.  HUGHES:  In  other  words,  if  he  quits  at  80  he  gets  a 
paid-up  policy  for  the  face  of  his  policy? 

MR.  LINDABURY:  Yes. 
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Q.  I  started  a  moment  ago  to  ask  you  about  sub-standard 
risks.  In  what  department  are  they?  A.  In  the  ordinary  de- 
partment. 

Q.  Just  state  briefly  what  olasses  you  do  not  take  in  your  in- 
dustrial department.  It  is  there,  is  it  not  (handing  book)  ?  A, 
This  is  the  ordinary. 

Q.  Can  you  tell  me,  without  going  into -too  many  details,  what 
classes  you  do  not  insure  in  your  industrial  department  ?  A.  We 
practically  insure  all  classes  in  the  industrial  department.  I 
believe  saloonkeepers  are  rated  up  to  a  higher  age,  but  we  prac- 
tically insure  all  classes  in  that  department,  providing  they  pass 
the  medical  examination  or  inspection. 

Q.  So  that  with  the  exception  of  saloonkeepers  the  Industrial 
Department  is  open  to. all?  Does  that  include  glassblowers,  and 
people  in  hazardous  business?    A.  Yes,  I  think  so. 

Q.  Is  it  a  fact  that  the  rate  is  so  high  in  the  Industrial  Depart- 
ment that  it  is  not  at  all  necessary  for  you  to  discriminate  as  to 
classes  ?  A.  We  try  to  include  —  our  rates  are  supposed  to  be 
high  enough  for  the  industrial  classes  generally^ 

Q.  Generally  without  discrimination;  gasmakers  and  stokers 
—  are  they  allowed  to  come  in  ?    A.  Tes. 

Q.  Without  an  increase  —  that  is,  without  putting  them  at  a 
higher  age  ?    A.  Yes,  I  believe  so. 

Q.  Annealers,  iron  and  steelworkers  ?    A.  Yes. 

Q.  But  in  the  Ordinary  Department  you  make  a  distinction, 
do  you  not?    A.  Yes. 

Q.  Now,  what  classes  are  not  allowed  to  be  insured  in  the 
Ordinary  Department  on  ordinary  terms?  A.  That  would  re- 
quire a  list  

Q.  Eead  those  that  you  absolutely  decline,  the  class  that  you 
absolutely' decline  in  ordinary  insurance?  A.  These  are  arranged 
alphabetically;  actresses,  aeronauts,  asbestos  makers,  blasters, 
bleachery  workers,  circus  employees,  colormakers  and  mixers,  dry 
process.  Flint  mill  workers  under  the  head  of  the  glass  industry, 
handlers  of  materials,  mixers.  Under  the  head  of  hatmaking  in- 
dustry, fur  cutters,  makers  and  sizers,  hide-salters;  horse-trainers 
— horse-trainers  a  separate  heading,  jockeys,  leadworkers,  liquor 
nlerchants  and  their  employees,  including  saloons,  distilleries,  brew- 
eries, bottling  works,  match  factory  employees  and  in  the  pottery 
industry,  dippers,  flint  mill  workers,  ground  layers,,  mixfrs, 
scourers  and  sweepers;  raftsmen.  Under  the  head  of  railroad 
employees,  ashpitmen,  tin-dippers  and  finishers,  trench  and  well- 
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diggers  and  excavators,  constniotion  workers,  Turkish  bath  em- 
ployees, white  lead  makers,  ^inc  and  lead  workers. 

Q.  All  these  can  be  ^insured  in  the  Industrial  classes  without 
extra  charge  ?    A.  I  think  so. 

Q.  Now,  what  class  of  people  do  you  put  in  an  intermediate 
department  ?  Those  that  you  have  just  mentioned,  I  understand, 
you  do  not  insure  at  all  in  the  Ordinary  Department  ?    A.  No. 

Q.  You  won't  take  them  on-  any  terms?    A.  No. 

Q.  Do  you  put  them  in  in  the  Intermediate  Department?  A. 
No. 

Q.  You  do  not  take  them  at  all  except  as  industrials?    A.  No. 

Q.  And  than  what  you  do  for  other  classes  that  are  extra  hazard- 
ous or  sub-standard,  you  take  in  an  Intermediate  Department? 
A.  Yes. 

Q.  With  special  rates?    A.  Special  rates. 

Q.  Now,  what  are  those,  please?  A.  Well,  as  a  general  rule, 
our  Intermediate  policyholders  are  all  those  who  wish  a  five-hun- 
dred-dollar policy.  We  found  that  the  expense  of  handling  a 
five-hundred-dollar  policy  is  as  great  as  that  of  handling  a  ten- 
thousand-dollar  policy  in  all  the  office  requirements,  and  to  get  it 
out;  we  found  we  were  losing  money  on  our  five-hundred-dollar 
policies  at  the  old  rate;  so  we  issued  an  intermediate  policy;  and 
we  do  take  in  the  first  place  all  those,  and  issue  a  five-hundred 
dollar  policy  on  each  class  as  an  average. 

Our  experience  shows  a  somewhat  higher  death  rate  than  on 
our  ordinary  regular  policy.  We  also  take  certain  industries,  like 
members  of  the  pottery  industry,  and  glass  industry,  and  hatting 
industry — I  could  not  name  just  the  details;  that  is  the  general 
classification. 

Q.  Do  you  take  sub-standard  risks  that  are  sub-standard  not 
with  reference  to  occupation  but  to  physical  conditions,  or  his- 
tories? A.  No,  I  think  not.  Physical  history — I  beg  pardon,  Mr. 
Hughes,  we  do  in  certain  cases,  where  there  is  a  family  his- 
tory of  certain  diseases  we  add  a  lien  to  the  policy. 

Q.  How  do  you  determine  that  lien?     A.  We  have  set  rul«s 

for  it. 

Q.  Can  you  state  them  briefly?  A.  Well,  as  a  rule,  the  lien  is 
for  three  hundred  dollars  per  one  thousand  dollars,  passing  off 
either  in  ten  years  or  fifteen  years,  according  to  the  nature  of  the 
case.  If  it  passes  off  in.  ten  years  it  goes  off  at  the  rate  of  thirty 
dollars  a  year;  if  in  fifteen  years,  at  the  rate  of  twenty  dollars  a 
year. 
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Q.  Who  determines  the  amount  of  the  lien  and  when  it  shall 
pass  off?  A.  We  hav6  rules  according  to  certain  cases  of  familjr 
history,  I  could  not  state  those  now. 

Q.  This  is  not  based  upon  the  medical  examination  of  the  in- 
dividual?   A.  Not  at  all. 

Q.  Not  at  all  on  that?  A.  The  individual  must  pass  a  first- 
class  medical  examination. 

Q.  So  that  it  is  not  an  effort  upon  the  part  of  the  physician  and 
the  actuary  to  gauge  the  individual  chances  with  reference  to  his 
own  condition?  A.  Not  at  all;  in  the  sense  of  the  word,  as  it  is 
commonly  used  to-day,  the  Prudential  does  not  issue  policies  on 
sub-standard  lives,  that  is,  lives  in  themselves  that  would  not  pass 
the  doctor. 

Q.  Suppose  you  had  a  man  whose  great  uncle  had  died  of  con- 
sumption, how  would  you  determine  the  amount  of  the  lien  to  put 
on  his  policy,  assuming  him  to  be  physically  sound?  A.  In  that 
particular  case,  if  he  passed  the  examination,  there  would  be  no 
lien,  but  if  you  bring  this  further  down 

Q.  Yes,  instead  of  grand  uncle,  he  has  an  uncle?  A.  I  was 
going  down — if  you  bring  this  further  down  I  cannot  tell  you  all 
the  details  of  that. 

Q.  It  would  make  a  difference  if  he  had  an  uncle  who  died  of 
consumption,  or  two  grandaunts?  A.  That  probably  would  make 
no  difference.  If  a  man's  mother,  we  will  say — ^I  simply  give  this 
as  one  illustration — if  the  applicant's  mother  or  father  had  died 
of  consumption,  at  some  early  age,  say  twenty-five,  and  the  ap- 
plicant had  lived  beyond  that  age,  I  think  there  might  be  a  lien 
there. 

Q.  How  would  you  determine  the  Hen?  A.  The  amount  of  it 
would  be  $300. 

Q.  Suppose  an  applicant  had  lived  one  year  beyond  the  age, 
would  the  lien  be  greater  than  if  he  had  lived  five  years  ?  A.  No ; 
the  doctors  would  probably  use  their  own  judgment  somewhat. 

Q.  As  a  matter  of  fact,  there  is  not  any  way  to  determine  just 
what  lien  there  should  be?  A.  No,  there  is  no  absolute  way  of 
determining  the  lien  any  more  than  we  can  determine  the  expec- 
tation— ^the  expected  life  of  any  one  applicant  that  comes  to  us. 
They  use  their  judgment. 

Q.  In  this  case  you  have  not  any  of  the  details  to  guard  you  ? 
A.  We  have  a  great  mass  of  data  which  we  have  arranged  and 
studied  and  tabulated.    We  have  a  special  statistical  department 
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which  furnished  that  completely  all  over  the  world.  We  have  the 
experience  of  other  companies,  notably  one  or  two  English  com- 
panies, and  our  decisions  are  based  upon  those. 

Q.  You  have  data,  of  course,  which  will  show  to  a  practical 
certainty  how  many  men  out  of  a  hundred  thousand  will  live  fifty 
years,  at  the  end  of  fifty  years  ?    A.  Yes. 

Q.  Have  you  any  data  which  will  enable  you  to  say  how  long  a 
man  will  live  who  is  age  25,  whose  mother  died  of  consumption  at 
age  20,  as  compared  with  the  man  age  30  whose  mother  died  of 
consumption  at  age  23  ?  A.  Not  absolutely,  but  we  do  have  data 
somewhat  like  that.  There  is  one  company  in  England  that  has 
t-aken  cases  of  the  history  of  consumption  in  the  family  at  various 
ages  of  entry,  and  they  have  found  in  those  cases  the  expectation 
of  life  we  will  say  is  less  by  six  years  than  in  tho  normal  case  in 
their  experience. 

Q.  You  do  the  best  you  can?  A.  We  do  the  best  we  can  to 
treat  each  one  fairly  there. 

Q.  Do  you  have  a  uniform  lien  of  $300?  A.  I  am  not  sure; 
there  are  two-hundred-dollar  liens. 

Q.  There  are  $200  and  $300  liens— are  those  all  ?  A.  Those 
are  all. 

Q.  Well,  then,  there  is  a  practical  uniformity  in  the  lien  ? 
A.  Yes. 

Q.  !N"ot  in  the  physical  history  ?  A.  E"o.  Mr.  Hughes,  may  I 
add  just  one  statement  ? 

Q.  Yes,  certainly.  A.  I  have  this  note.  The  increase  in  the 
Prudential  surplus  has  been  at  a  little  more  rapid  rate  the  last  two 
or  three  years,  perhaps  four,  than  we  can  expect  in  one  way.  The 
mortality  rate  seems  to  vary  over  periods  of  years,  and  we  have 
had  a  more  favorable  mortality  rate  than  we  really  expect,  we 
will  say  for  the  next  four  years.  However,  that  does  not  affect 
it  very  much,  but  it  is  a  fact  we  have  noticed  this  slight  improve- 
ment, which  in  our  experience  perhaps  will  not  be  maintained  at 
this  low  rate. 

Q.  Isn't  there  a  pretty  steady  improvement  in  the  mortality  rate 
of  the  industrial  classes  in  this  country  ?  A,  ISTot  quite  as  rapid. 
We  expected  it  to  be  somewhat  higher. 

JOHN  F.  DKYDEN,  resumed: 

BYMK.  HTTGHES: 

Q.  Senator,  I  desire  to  have  you  explain  a  little  more  fully 
than  you  did  yesterday  your  agency  system  ?    A.  Yes,  sir. 
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Before  you  pass  to  that  will  you  allow  me  'to  make  two  minor 
corrections  in  my  testimony  of  yesterday.  In  stating  the  mem- 
bers of  the  Final. .  j  and  Executire  Committees  I  omitted  from 
the  Finance  Committee  the  name  of  Edward  Kanouse,  who  is  a 
member  of  that  committee,  and  from  the  Executive  Committee  the 
name  of  Forrest  F.  Dryden,  who  is  a  member  of  that  committee. 
The  other  correction,  I  think,  possibly  grew  out  of  a  misunder- 
standing of  your  question  as  to  my  having  studied  the  system  of 
industrial  insurance  from  a  foreign  standpoint  My  understand- 
ing yesterday  was  that  your  question  related  to  my  having  studied 
it  in  this  country  from  the  experience  of  foreign  country  com- 
panies here.  The  fact  is  that  I  went  to  Europe,  to  England,  in 
1876  at  the  instance  of  the.  Board  of  Directors  of  the  Prudential 
Insurance  Company,  and  studied  the  system  there  and  obtained  a 
va?t  amount  of  data  and  very  important  blank  forms,  and  knowl- 
edge as  to  the  system  of  accounts  and  conducting  the  business  and 
so  forth.      To  that  extent  I  studied  it  from  a  foreign  standpoint. 

Q.  Have  you  kept  up  your  interest  in  foreign  industrial  meth- 
ods?    A.  In  a  general  way. 

Q.  Has  your  attention  been  directed  to  the  industrial  experience 
or  operations  of  the  Australian  Provident  Life  Insurance  Com- 
pany? A.  Not  totally.  I  have  from  time  to  time  learned  some- 
thing about  it.     I  think  they  have  sent  us  their  literature. 

Q.  Are  you  able  to  state  whether  their  benefits  are  larger  than 
yours?  A.  I  am  not,  but  Mr.  Hoffman — can  you  state  that,  Mr. 
Hoffman?     Mr.  Hoffman  is  the  statistician  of  the  company. 

-     MK.  HOFFMAN:   They  have  just  started  about  a  year  ago. 

BY  MK.  HUGHES: 

Q.  I  was  informed  after  a  very  careful  study  of  industrial  mat- 
ters they  had  decided  to  give  and  were  giving  larger  benefits  than 
your  company.  I  wanted  to  know  whether  you  had  any  informa- 
tion upon  that?  A.  That  has  been  tried  in  this  country,  Mr. 
Plughes,  by  companies  which  have  not  been  fortunate  in  their 
experience. 

Q.  Can  you  give  us  some  illustrations  of  those?  A.  Well,  I 
think  most  of  the  companies  are  out  of  existence  that  have  at- 
tempted that  —  some  smaller  companies  —  I  think  no  important 
companies. 

Q.  As  we  have  started  on  this  line.  Senator,  you  might  explain 
at  this  point  whether  you  do  not  think  that  the  growth  of  your 
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surplus  would  indicate  tliat  you  could  justly  increase  tlie  benefits 
to  tlie  insured  in  your  Industrial  Department?  A.  I  should  not 
like  to  do  that  at  the  present  time.  I  want  to  say  this,  however, 
that  we  are  giving  this  business  at  our  office  the  closest  possible 
study  that  can  be  devoted  to  any  business  whatever.  Every  week 
there  are  meetings  of  the  heads  of  departments  and  of  divisions  in 
the  office  of  the  Third  Vice-President,  at  which  often  some  higher 
officer  is  present,  to  consider  and  examine  with  the  greatest  minute- 
ness every  detail  of  the  business  relating  to  the  expenses  of  it, 
relating  to  the  lapsed  rate,  relating  to  the  cost  of  getting  the  busi- 
ness; in  fact,  every  feature  of  the  business  is  gone  into  and  reports 
are  made  by  these  young  gentlemen  at  those  meetings,  covering 
these  matters.  Now,  there  is  not  a  single  phase  of  this  business 
that  escapes  our  investigation  and  our  careful  consideration,  and 
it  will  be  the  policy  of  the  company  so  long  as  my  voice  prevails 
there  to  continue  investigations  of  that  kind  and  to  liberalize  oiir 
dealings  with  our  policyholders  from  time  to  time  as  fast  and  as  far 
as  is  in  our  judgment  safe  for  us  to  do;  but,  above  all,  we  must 
keep  this  in  mind,  that  the  one  great  essential  is  security. 

Q.  And  that  has  been  in  your  mind  during  the  entire  period? 
A.  Yes. 

Q.  l^ow,  one  matter  which  has  elicited  our  attention  here,  upon 
which  we  should  be  very  glad  to  know  your  views,  is  the  apparent 
wastefulness  of  industrial  insurance  judged  from  the  standpoint 
of  the  policyholder,  in  view  of  the  large  percentage  of  those  who 
do  not  continue  their  policies.  I  understand  perfecttly  the  loss 
to  your  company  through  lapses,  but  what  is  -^'our  judgment  with 
regard  to  the  piTblic  policy  of  a  system  of  insurance  which  takes 
from  the  very  poor  such  large  amounts  of  money  for  which  they 
have  no  return?  I  understand  now  your  question  is  directed  to 
the  economic  feature  from  a  public  standpoint? 

Q.  Yes.  A.  T  am  very  glad  to  speak  on  that,  Mr.  Hughes. 
This  system  of  industrial  insurance  is  in  my  mind  the  greatest 
educator  of  thrift  that  has  ever  been  introduced  to  the  American 
public,  and  is  continually  operating  in  the  direction  of  uplifting 
the  laboring  and  working,  industrial  people  as  we  call  them,  and 
inculcating  in  them  a  higher  degree  of  self-respect.  We  insure 
a  child  to-day  who  is  one  year  of  age.  From  its  cradle,  there- 
fore, that  child  is  taught  as  soon  as  he  can  comprehend  any- 
thing to  think  of  the  value  of  insurance;  he  is  taught  to  value 
insurance  as  a  protection  to  the  family;  he  is  taught  to  look  on 
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it  as  something  for  which  he  should  save;  and  as  he  grows  older 
and  becomes  a  boy  and  a  young  man  he  takes  out  additional  in- 
surance; and  as  he  gets,  perhaps,  into  a  more  fortunate  posi- 
tion in  life  he  takes  the  ordinary  insurance;  and  it  develops  that 
habit  of  thrift,  that  self-respect,  that  inclination  to  lift  himself 
up  to  a  higher  plane,  such  as  I  believe  no  single  other  force  is 
exerting  in  America  to-day. 

If  we  look  into  the  statistics  we  find  it  in  every  direction. 
Take  the  question  of  pauper  burials;  they  have  very  greatly  de- 
creased since  industrial  insurance  has  been  introduced  into  this 
country,  and  if  there  is  anything  that  is  abhorrent  to  these  poor 
people  it  is  the  idea  that  their  dead  shall  be  taken  to  a  pauper's 
grave ;  they  will  make  any  sacrifice,  and  they  will  do  anything 
that  is  honest  and  honorable  to  make  provision  against  that  fate, 
and  if  it  is  possible  for  you,  Mr.  Hughes,  to  g6  with  our  agent 
and  see  haw  they  view  that  and  other  things,  you,  I  am  sure, 
would  need  no  further  confirmation  of  my  statement.  Now,  the 
agent  becomes  the  adviser  of  these  people;  it  is  surprising  how 
much  these  people  come  to  rely  upon  the  agent  for  counsel.  It 
is  the  truth  that  often  the  agent  is  the  company  to  those  people. 
It  happens,  I  am  sure,  frequently,  that  if  one  of  these  people  was 
asked  offhand  whether  he  is  insured  in  the  Metropolitan  or  the 
Prudential  he  could  not  say,  but  he  would  know  that  John  Smith 
was  his  agent.  Now  these  agents  are  constantly  in  their  weekly 
visits,  teaching  to  these  people  the  benefit  of  this  system  of  thrift 
and  protection,  and  I  think  there,  can  be  one  opinion  of  any 
system  of  business  that  uplifts  a  whole  people,  makes  them  more 
self-respecting,  cultivates  habits  of  thrift,  encourages  them  to 
protect  themselves  against  a  pauper's  burial — all  that  I  think  it 
must  be  admitted-  that  from  a  public  standpoint  it  is  a  great  bene- 
ficial economic  force. 

Q.  In  speaking  of  firift,  you  have  in  mind,  of  course,  the  habit 
of  saving  ?    A.  Yes,  sir. 

Q.  And  of  course  the  importance  of  saving  depends  upon  the 
returns  to  the  one  who  saves.  There  is  not  much  use  in  putting 
money  into  a  place  from  which  you  cannot  get  it  ?  A.  I  think, 
Mr.  Hughes,  that  that  should  be — ^that  that  explanation  of  yours 
should  be  qualified  or  explained.  It  should  be  borne  in  mind 
that  a  very  small  percentage  of  those  people  would  ever  save 
the  money  which  they  pay  for  these  industrial  premiums  at  all, 
if  they  were  not  induced  by  the  agents  to  insure,  and  thus  save 
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the  money  in  that  way.  How  would  the  money  go  ?  The  money 
wonld  go — we  know  from  experience — every  man  knows  from 
experience  it  wonld  go  for  small  things  which  would  be  of  no 
permanent  or  ultimate  benefit  to  these  people,  but  putting  their 
money  into  these  policies  teaches  them  to  save,  their  minds  are 
directed  to  the  advantages  of  life  insurance,  and  the  man  who 
takes  out  upon  his  life  a  hundred  dollar  industrial  policy  to-day, 
in  five  years  has  perhaps  been  induced  to  take  an  ordinary  policy 
of  a  thousand  dollars;  and  so  this  work  goes  on  all  the  time, 
and  as  I  have  said  we  see  the  effects  of  it  in  the  result  upon  the 
public 

Q.  Of  course,  your  reference  is  to  that  portion  of  your  policies 
who  continue  such?  A.  Largely  so,  but  as  was  explained  to 
you  yesterday,  these  people  come  in  and  go  out.  Perhaps  the 
first  time  a  man  insures  he  will  insure  because  some  friend  of 
his  has  taken  an  agency  in  the  company;  he  don't  c^Je  for  it 
particularly,  but  he  has  done  it  to  be  a  good  fellow  toward  his 
friend.  Perhaps  the  agent  may  leave  or  be  transferred  to  an- 
other district,  or  for  one  reason  or  other  he  drops  his  policy, 
maybe  after  having  paid  five  or  six  premiums.  ITow,  later  on  in 
the  year  that  may  may  take  another  policy  or  renew  the  old 
one  perhaps,  and  go  on,  and  perhaps  he  may  drop  his  policy  two 
or  three  tinies,  possibly  four  times  in  the  course  of  a  year  or  two, 
but  that  man's  mind  is  different  in  its  contemplation  of  insur- 
ance after  having  done  this  thing,  than  it  was  before  he  did  it, 
and  the  ultimate  result  and  effect  is  that  he  by  and  by  takes  a 
policy,  holds  it,  and  continues  the  payment  of  the  premiums  and 
continues  his  insurgjice. 

Q.  That  is  largely  conjecture,  isn't  it.  Senator?  You  don't 
know  that  he  does  that?  A.  I  have  the  testimony  of  our  agents 
who  are  working  in  the  field,  and  who  tell  me  this.  I  have  talked 
with  agents  thousands  of  times  about  the  different  phases  of  the 
business,  because  I  wanted  to  know  how  it  was  among  the  people, 
not  simply  how  it  was  in  our  office,  and  they  tell  me  these  things, 
Mr.  Hughes,  and  I  believe  them. 

Q.  Of  course,  what  started  me  on  this  line  of  inquiry  was  the 
fact  that  taking  the  number  of  instances  or  choices  on  the  part 
of  your  industrial  policyholders  it  appeared  that  in  about  two- 
thirds  of  the  chances,  so  to  speak,  there  was  no  return.  A.  That 
would  seem  so  from  superficial  observation. 

Q.  Now,  that  is  practically  double  the  number  that  we  find  in 
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ordinary  life  insurance;  so  the  element  of  speculation  is  present 
to  a  much  larger  degree,  and  that  raises  the  question  as  to  the 
economic  value  of  the  system.  A.  That  is  very  regrettable.  I 
regret  to  say,  unavoidable.  But,  with  all  that,  bearing  that  all 
in  mind,  I  stiU  maintain  my  previous  statement  that  in  my  opin- 
ion this  is  the  greatest  economic  force  for  the  poor  people  of 
America  that  exists  in  the  country  to-day. 

Q.  Tou  speak  of  the  decline  in  pauper  burials.  Does  the  Pru- 
dential pay  undertakers  ?  A.  We  pay  very  rarely  and  under  very 
restricted  conditions.  This  thing  happens  sometimes  that  a  man 
is  insured  and  dies;  his  friends  are  removed,, there  is  no  one  who 
■  will  take  enough  interest  in  the  case  to  look  after  it,  and  the 
undertaker  buries  him,  and  after  a  most  thorough  examination 
we  sometimes  pay  small  amounts  to  the  undertaker.  I  have  some 
figures. 

Q.  Do  you  ever  pay  the  undertaker  before  the  funeral?  A. 
^o,  sir;  I  don't  think  so. 

Q.  Is  there  an  arrangement  between  your  company  and  the  un- 
dertaker that  he  will  be  paid  ?    A.  No,  sir. 

Q.  Stories  have  reached  us  that  sometimes  the  funeral  does  not 
go  on  until  the  undertaker  has  heard  from  the  company  that  the 
insurance  is  all  right  ?  A.  There  is  this  foundation  for  that  state- 
ment. Since  the  industrial  insurance  has  become  so  extensive  in 
this  country  the  undertaker  has  ceased  to  be  satisfied  to  look  to  the 
shopmates  of  the  deceased  who  will  pass  the  hat  around  among  his 
associates  to  collect  the  funds  to  bury  the  dead.  One  of  the  first 
questions  which  the  undertaker  naturally  asks  for  his  own  protec- 
tion is  is  there  an  industrial  policy  upon  this  man's  life  ?  Is  he 
insured  ?  —  in  order  ihat  he  may  be  paid  for  his  funeral  expenses. 
He  naturally  inquires  into  that.  I  am  told  that  if  the  family  show 
a  premium  receipt  in  any  well  established  industrial  company 
with  the  premiums  written  up  to  date,  that  the  undertaker  asks 
no  further  questions,  causes  no .  further  delay,  goes  on  and  per- 
forms the  burial  offices.  ISTow,  with  reference  to  the  payment  of 
undertakers  I  find  that  from  the  1st  of  January  to  the  18th  of  No- 
vember of  this-  year,  forty-six  weeks,  we  paid  73,023  industrial 
claims,  amounting  to  $7,673,147.  This  was  an  average  of  $105.08 
per  claim.  During  that  period  we  paid  to  undertakers  177  claims 
amounting  to  $15,587.46,  being  an  average  of  $88.06  per  claim;  so 
that  out  of  $7,673,147,  $15,587.46  only  went  to  undertakers,  and 
the  average  claim  was  $88.06  paid  to  undertakers,  as  compared 
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with  $105.08  paid  to  the  ordinary  claimant.  In  other  words,  the 
claims  paid  to  undertakers  are  limited  always  to  small  amounts 
and  under  very  restricted  conditions,  and  after  a  careful  examina- 
tion —  investigation, 

Q.  What  are  your  rates  of  compensation  to  industrial  agents? 
A.  We  pay  our  agents  15  per  cent,  for  collecting  the  weekly  pre- 
miums and  fifteen  times  upon  the  net  increase  in  the  weekly  debit. 

Q.  Is  your  system  the  same  as  that  of  the  Metropolitan?  A. 
Substantially,  I  think. 

Q.  Are  your  policyholders  encouraged  to  make  payments  in 
advance?  A.  I  think  our  agents  try  to  keep  them  up,  and  pos- 
sibly a  week  or  two  in  advance  if  they  can  to  prevent  their  laps- 
ing. The  agents  do  everything  to  prevent  lapsing  because  they 
havQ.  the  strongest  interest  to  do  so. 

Q.  In  effect  does  the  agent  pay  one  week's  premiimi  himself? 
A.  If  he  does  it  is  a  violation  of  our  rule. 

Q.  I  mean  the  first  week?  A.  It  is  a  violation  of  our  rule  if 
he  does  it. 

Q.  Doesn't  he  have  to  do  it  because  you  do  not  issue  the  policy 
until  the  next  week  after  the  application  is  taken?  A.  No,  sir; 
not  because  of  that.  If  he  does  it  at  all  he  does  it  in  violation  of 
our  rule,  and  our  rule  is  that  the  applicant  shall  be  required  to 
pay  one  week's  premium  as  an  evidence  of  good  faith  —  one 
Aveek's  premium  when  the  application  is  taken. 

Q.  Yes,  and ,  as  a  matter  of  fact  do  you  know  whether  the 
agents  themselves  pay  that?  A.  Well,  we  don't  know  it,  but 
where  thousands  of  agents  are  employed  I  presume  they  do  some- 
times do  it,  but  if  so,  contrary  to  our  rule  and  our  wishes;  we 
try  to  prevent  it;  we  do  not  want  the  agent  to  do  it. 

Q.  You  think  that  they  should  be  able  to  collect  from  the 
policyholders  before  the  policy  is  issued?  A.  Precisely,  because 
when  the  policyholder  begins  to  have  a  money  interest  in  his 
policy  it  is  more  o^  a  hold  upon  as  an  inducement  for  him  to  con- 
tinue his  insurance,  which  we  do  everything  to  accomplish. 

Q.  How  many  agents  have  you  in  the  Industrial  Department  ? 
A.  8,500,  I  think.  I  have  some  data  here.  The  Secretary  says 
we  have  8,500. 

Q.  What  responsibility  has  an  agent  in  case  of  a  lapse?  A. 
Let  me  explain  that  the  term  agent  as  included  in  that  number 
is  a  technical  term;  it  does  not  mean  our  agency  force,  which 
includes  superintendents. 
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Q.  You  mean  solicitors?     A.  It  means  simply  the  solicitors. 

Q.  You  have  agency  superintendents?  A.  And  assistant 
superintendents  and  inspectors. 

Q.  Your  total  agency  force  would  amount  to  how  many?  A. 
"We  have  by  this  statement,  which  covers  ten  months  of  1905, 
8,582  agents,  1,751  assistant  superintendents  and  223  super- 
intendents. 

Q.  Now,  what  is  the  responsibility  of  an  agent  in  case  of  a 
lapse  ?  A.  The  responsibility  upon  him  is  to  replace  with  another 
application  a  premium  equal  in  amount  to  the  one  lapsed  before 
he  can  get  what  we  call  the  special  salary,  which  is  fifteen  times 
upon  his  increase.  In  other  words,  if  I  may  illustrate  it,  sup- 
posing an  agent  has  what  is  called  a  collectible  debit  technically — 
that  is  an  amount  of  weekly  premiums  amounting,  we  will-  say, 
to  $20  a  week;  now  let  us  say  that  he  writes  new  applications 
this  week  upon  which  the  weekly  premium,  the  aggregate  weekly 
premium  is  50  cents;  but  let  us  say  that  20  cents  in  weekly  pre- 
miums of  old  business  previously  written  lapses.  E'ow,  his  net 
increase  in  weekly  premiums  would  be  30  cents;  he  gets  for  that 
increase  fifteen  times  the  30  cents  and  not  fifteen  times  the  50 
cents,  the  whole  amount  that  he  has  written. 

Q.  Suppose  an"  agent  has  written  a  policy  which  remains  in 
force  for  five  years  and  then  lapses,  would  he  be  charged  with 
that  lapse  ?     A.  I  believe  that  is  our  present  practise,  isn't  it  ? 

ME.  GRAY :  He  would  not  be  charged  in  that  case  because  the 
policyholder  would  apply  for  paid-up  insurance,  and  in  order  to  in- 
sure receiving  the  paid-up  policy  we  hold  the  agent  until  that  time, 
and  then  the  agent  is  released. 

Q.  You  hold  the  agent  until  the  time  that  the  paid-up  policy  is 
applied  for  and  issued  ?     A.  Yes,  sir. 

Q.  ISTow  what  do  you  hold  the  agent  for?  A.  Tor  what  pur- 
pose? -  • 

Q.  No,  to  what  amount  ?     A.  The  amount  ? 

Q.  Yes.  A.  "Whatever  the  amount  of  lapsed  premium  is.  Sup 
posing  an  agent  has  a  decrease  in  his  debt,  as  happens  sometimes 
—let  us  take  the  case  supposed  before.  His  debit  is  twenty  dol- 
lars. ^  Suppose  he  has  the  same  lapse.  Twenty  cents  in  weekly 
premiums,  and  writes  no  new  business,  now  his  debit  is  $19.80 
He  will  get  no  more  special  salary  until  he  writes  enough  business 
to  cover  this  lapse,  and  has  made  an  increase  on  the  original 
uvcnty  dollars  a  week. 
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Q.  So  until  a  paid-up  policy  is  issued  the  agent  is  charged  with 
the  lapses  to  the  extent  that  the  premium  on  the  policy  lapsed  is 
deducted  from  the  amoiflit  upon  which  his  compensation  is  calcu- 
lated ?  A.  Yes,  sir.  In  other  words,  he  must  make  a  net  increase 
in  his  weekly  collectible  premiums.  And  you  will  see  the  pur- 
pose of  all  this  scheme  is  to  bring  to  bear  upon  the  agency  force 
the  strongest  pressure  to  look  after  these  policyholders  and  prevent 
these  practices.  The  company  does  everything  in  its  power  to 
keep  these  lapses  down. 

BY  ME.  COX: 

Q.  Is  there  not  likelihood  that  that  may  lead  to  misrepresenta- 
tion on  the  part  of  the  agents  to  hold  those  policies?  A.  You 
mean  to  misrepresent  to  the  policyholders? 

Yes,  sir.  A.  Well,  I  do  not  know.  He  naturally  uses  his 
persuasive  powers  to  keep  his  policies  in,  but  I  would  not  say  that 
it  would  lead  to  ^ny  misrepresentation.  You  must  bear  in  mind 
this  agent  has  to  meet  these  people  every  week. 

Q.  Of  course.  On  the  other  hand,  he  is  dealing  with  an  ig- 
norant class  in  many  cases  who  are  not  able  to  read  or  think  for 
themselves,  and  understand  what  the  policy  is.  A.  We  are  very 
careful  in  the  selection  of  our  agents,  and  are  able  to  be  so  now 
much  more  than  we  were  in  the  early  days  of  the  business.  At 
that  time  the  business  was  so  much  doubted  by  many  people  that 
it  was  difficult  to  get  just  the  class  of  men  to  represent  us  that  the 
company  wanted.  But  we  have  raised  that  standard  from  year  to 
year,  that  we  now  have  a  waiting  list  in  many  of  our  districts,  and 
specially  to  promotions  to  the  office  of  assistant  superintendent,  or 
of  superintendent.  We  appoint  all  our  superintendents  and  assist- 
ant superintendents  from  the  agency  force  who  have  worked  their 
way  up  and  showed  by  their  meritorious  conduct  and  ability  that 
they  are  competent  to  fill  those  positions.  Now,  there  is  held  out 
before  these  agents  constantly  the  inducement  to  serve  the  com- 
pany and  the  people  faithfully  and  to  be  as  efficient  and  valuable 
as  they  can  be. 

Q.  Is  it  not  possible  for  the  agent  to  make  some  advances  or 
practically  pay  the  premiums  himself  to  his  own  advantage,  at 
least  temporarily,  in  view  of- the  contract  that  he  has?  A.  Of 
course,  that  is  possible  to  a  limited  extent,  but  it  could  not  go  very 
far,  for  the  reason  that  one  of  the  important  duties  of  the  assistant 
superintendent  is  to  go  among  the  insured  and  examine  the  policy- 
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holders  on  every  agent's  book,  to  question  them  as  to  their  treat- 
ment by  the  agent,  to  compare  their  premium  receipt  books  with 
the  agent's  book  to  see  that  they  agree ;  and  to  state  to  these  people 
how  far,  and  to  what  point  the  agent's  collection  book  shows  their 
policies  to  be  paid  up ;  and  he  asks  these  people,  "Your  policy  is 
paid  up  to  such  a  date;  is  that  your  understanding?  Have  you 
paid  this  policy  to  such  a  date  ?"  ISTow,  while  this  deceit  to  which 
you  have  alluded  might  exist  to  a  very  limited  extent  for  a  week  or 
two,  perhaps,  it  could  not  go  very  far,  because  the  assistant  super- 
intendent is  right  on  the  track  of  the  agent,  and  brings  him  face  to 
face  with  the  people.  He  does  not  go  alone  necessarily  unless  he 
suspects  something,  but  he  goes  with  the  agent,  and  there  the 
agent  and  policyholder  meet  face  to  face. 

Q.  How  many  agents  are  under  the  assistant  superintendent? 
A.  Every  agent — we  have  no  agent  who  is  not 

Q.  No —     A.  Oh,  under  each  superintendent? 

Q.  Yes.    A.  Well,  probably  five  or  six  on  an  average. 

BY  ME.  HUGHES: 

Q,  You  mentioned,  I  believe,  1,974  superintendents  and  assist- 
ant superintendents  in  all  for  8,500  agents?  A.  8,482  agents, 
1,761  assistant  superintendents  and  223  superintendents. 

Q.  Well,  that  would  be  about  one  assistant  superintendent  to 
five  agents?    A.  Yes,  sir. 

Q.  That  is  a  very  large  supervisory  force,  is  it  not  ?  What  is 
the  occasion  for  that?  A.  To  do  just  what  I  explained;  to  protect 
these  people,  these  insured  against  misrepresentation  and  wrong; 
to  see  that  the  agent  performs  his  duty;  that  he  visits  these  people 
regularly,  and  does  not  let  their  policies  fall  into  arrears;  that  he 
does  not  misrepresent  the  facts  to  them;  in  other  words,  the  as- 
sistant superintendent  is  there  in  the  employ  of  the  company  to 
protect  the  policyholders. 

Q.  And  what  does  the  assistant  superintendent  get,  does  he  have 
a  salary  or  commissions?  A.  A  salary,  yes,  sir.  The  assistant  su- 
perintendents—this shows  that  the  average  earnings  for  the  ten 
months  of  this  year  for  the  assistant  superintendents  are  $24.24  a 
week,  made  up  as  follows : 

His  income  from  the  industrial  branch  is  $21.12  per  week  and 
from  the  ordinary  branch  $3.12  per  week.  That  is  the  average  I 
am  giving  now.     The  superintendents,  assistant  superintendents 
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and  tlie  agents  are  allowed  to  write  ordinary  business  as  well  as  in- 
dustrial business.  We  find  that  that  has  a  very  beneficial  effect  in 
several  directions.  In  the  first  place  it  keeps  our  agents  in  our 
own  company.  Before  we  organized  our  ordinary  branch  we 
found  that  our  industrial  agents  were  constantly  coming  in  con- 
tact with  people  who  wanted  ordinary  insurance.  They  had  to 
take  it  to  other  companies.  The  result  of  that  was  that  many  of 
our  best  agents  were  seduced  away  from  our  employ  that  under 
the  present  operation  of  permitting  them  to  write  for  both 
branches,  we  keep  them  in  our  employ,  which  is  desirable  for 
everybody,  the  company  and  the  policyholders. 

The  second  advantage,  and  an  important  one,  is  that  it  assists 
these  employees  in  their  income;  their  income  is  larger  by  reason 
of  being  able  to  write  ordinary  insurance,  and,  consequently,  we 
can  get  and  hold  a  better  class  of  men  than  we  could  if  their  income 
was  smaller. 

Q.  What  is  the  average  income  of  an  agent  ?  A.  The  average 
income  of  an  agent  for  the  ten  months  of  this  year  referred  to  is 
$14.61. 

Q.  A  week?    A.  A  week;  yes,  sir. 

Q.  And  although  your  agent  gets  such  a  small  amount  per  week 
the  entire  cost  to  the  company  of  your  commissions  and  bonuses 
to  agents  on  all  kinds  of  insurance  last  year  amounted  to  $7,812,- 

000  ?    A.  That  includes,  I  take  it,  both  branches. 
Q.  Yes.     A.  Both  branches  of  insurance. 

Q.  Now,  you  are,  of  course,  aware  that  the  agents  regarded  as 
a  great  hardship  that  they  should  be  charged  with  lapses.  That  is 
constantly  before  you,  I  suppose  ?    A.  Oh,  yes,  Mr.  Hughes. 

Q.  It  has  been  brought  to  the  attention  of  the  Committee  in  a 
great  many  ways.     A.  We  have  heard  that  from  the  beginning. 

Q.  Do  you  make  an  agent  who  is  substituted  for  an  agent  who 
leaves  your  company  responsible  for  the  business  written  by  the 
latter?    A.  I  suppose  the  present  rule  is — ^it  certainly  was  when 

1  was  more  in  the  details  of  the  business — ^he  is  allowed  a  certain 
time  within  which  to  examine  his  debit  and  see  that  the  business 
in  force  on  his  books  is  real  and  bonafide  and  is  paid  up.  Is  that 
the  present  nile? 

MR.  GEAT:  Yea. 

THE  WITNESS:  Yes,  that' is  the  present  rule,  and  after  that 
is  ascertained  he  is  then  held  for  any  lapses  that  occur.     In  other 
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words,  we  do  not  pay  on  new  business  nor  do  we  deduct  for  lapses 
direct.  We  pay  on  increase.  Now,  there  must  be  an  increase  or 
we  do  not  pay  any  special  salary.  He  gets  his  fifteen  per  cent,  for 
collecting,  but  we  do  not  pay  any  salary  unless  there  is  an  increase 
on  his  debit. 

Q.  So  that  the  business  which  conies  in  within  a  given  year  in 
the  Industrial  Department,  and  in  the  same' year  goes  off  the  boots, 
does  not  cost  your  company  anything  except  so  far  as  it  may' repre- 
sent a  net  increase  for  that  year  over  the  year  before?     A.  Oh, 

it   costs   U3  

Q.  I  mean  for  commissions  for  obtaining  it?  A.  It  costs  us  a 
great  deal  for  that,  for  the  reason  that  many  agents  leave  our  em- 
ploy, and  lapses  follow  that,  and  they  are  made  good  by  the  suc- 
cessor on  the  rule  I  have  just  stated,  and  consequently  get  nothing 
f(>r  that. 

Q.  Take  a  concrete  example.  Suppose  you  have  two  hundred 
million  dollars  of  industrial  insurance  written  in  the  year  1901, 
and  suppose  you  have  for  net  increase  in  industrial  business  in  the 
year  1904  nothing.  That  is  at  the  end  of  the  year  you  stand  just 
where  you  did.  'Eaw,  we  will  say  that  37  per  cent,  of  this  two 
hundred  millions  of  business  would  lapse  during  the  calendar  year. 
On  that  37  per  cent,  that  had  lapsed,  you  in  effect  pay  nothing? 
A.  ISTo. 

Q.  In  the  way  of  commissions?  A.  Oh,  we  pay  a  great  deal. 
If  you  will  allow  me  to  show  you  how? 

Q.  Yes.  A.  The  37  per  cent,  wtich  lapses  has  lapsed  in  the 
hands  of  only  a  fraction  of  our  agency  force.  Another  very- large 
fraction  of  our  agency  force  has  continued  to  write  business  and 
to  make  increases,  and  upon  that  large  fraction  of  our  agency 
force  which  has  so  made  increases  we  have  to  pay  the  fifteen  times. 
The  37  per  cent,  which  has  lapsed  has  been  lapsed  by  agents  who 
have  gone  out  of  the  sendee  of  the  company  and  upon  whom  we 
have  no  claim  and  from  whom  we  can  obtain  no  redress,  therefore 
it  becomes  a  loss  to  the  company. 

Q.  But  if  my  illustration  fitted  the  facts,  and  the  aggregate 
business  for  the  year  showed  no  increase  in  the  outstanding  in- 
surance at  the  end  of  the  year  as  compared'  with  the  year  before, 
then  in  the  aggregate  you  would  have  paid  no  commissions  for 
an  increase  during  the  year?  A.  I  am  afraid  I  did  not  make  my 
explanation  clear  to  you.  Of  the  agency  force  through  which  that 
lapse  has  taken  place,  a  very  large  percentage  which  was  formerly 
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in  the  employ  of  the  company  has  gone  out  of  the  employ  of  the 
company  and  we  have  no  redress  from  them;  we  cannot  reclaim 
from  them  the  special  salary  which  we  have  paid  to  them  to  get 
this  large  amount  of  business  which  has  lapsed.  Now,  if  we  should 
fciflow  the  illustration  which  you  have  made,  we  woiild  find  upon 
investigation  that  the  amount  of  lapsed  business  which  went  out 
of  the  company  through  these  agents  who  had  left  the  service 
of  the  company  was  very  much  more  than  the  37  per  cent,  which 
you  have  supposed.  It  would  be  perhaps  50  per  cent,  or  even 
more  than  that.  But  a  large  contingent  of  the  agency  force 
has  remained  in  the  company  and  has  continued  to  make  in- 
creases from  week  to  week  and  they  have  at  least  partially  over- 
come this  large  lapse  which  was  created  by  the  default 
of  the  agents  who  have  gone  out  of  the  company.  Now,  upon 
the  increase  which  has  been  made  by  those  who  have  persisted 
in  the  service  of  the  company  we  have  to  pay  the  special  com- 
missions. 

Q.  And  then  if  an  agent  takes  the  place  of  one  of  the  agents 
who  has  left  your  employ  he  will  be  charged  with  the  lapses, 
but  he  will  be  allowed  to  get  any  commission  on  an  increase  of 
business?  A.  After  he  has  had  an  opportunity  to  examine  the 
debit,  as  we  call  it,  and  have  taken  out  of  that  debit  any  policies 
which  are  not  in  force  and  which  under  the  rule 

Q.  Do  you  allow  him  to  take  out  of  his  debit  when  he  goes 
in?  A.  "We  do,  yes,  sir,  until  he  examines  that  business. 
Having  done  that,  and  it  then  having  become  his  debit  offi- 
cially we  hold  him  then  for  any  lapse.  The  compensation  to 
him,  the  advantage  to  him  which  compensates  him  for  being- 
held  for  that  debit  is  that  he  at  once  gets  an  established  founda- 
tion for  an  agency  which  has  been  created  by  the  work  of  his 
predecessors.  He  therefore  has  all  the  benefit  which  comes  from 
the  establishment  of  that  debit  which  has  cost  a  great  deal  of 
time  and  hard  work,  and  through  that  debit  he  is  introduced  to 
his  constituents  and  their  friends  and  in  that  way  he  is  able 
to  go  through  avenues  through  which  he  can  get  new  business. 
Now  that  is  the  compensation  to  him.  From  the  CQmpany's 
standpoint  the  great  object  is,  as  I  have  tried  to  make  clear 
and  T  want  to  make  it  as  clear-as  possible,  the  great  object  is  to 
protect  the  policyholders  against  neglect,  so  that  their  premiums 
will  be  looked  after. 

Q.  If  you  let  the  new  man  start  afresh  and  take  over  only 
the  business  which  is  currently  paying  and  make  that  the  basis 
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of  his  collectible  debit  and  charge' him  only  for  the  lapses  which 
subsequently  occur  while  he  is  in  charge,  that  is  one  thing  ?  A. 
Yes. 

Q.  But  if  he  has  to  take  over  the  business  as  it  existed  in  the 
hands  of  his  predecessor  and  in  the  same  plight  as  his  prede- 
cessor mth  regard  to  an  increase,  if  it  must  be  a  net  increase 
after  a  charge  of  lapses,  that  is  a  different  thing.  Which  case  is 
it?  A.  It  is  the  former  case,  after  a  debit  has  been  tested  by 
him. 

THE  OHAIEMAlSr:  The  Committee  will  take  a  recess  until 
2:30  o'clock  sharp  this  afternoon. 


AFTER  RECESS. 

JOHlSr  K.  G-ORE,  resumed: 
BY  MR  HUGHES: 

Q.  I  understand  you  desire  to  make  some  corrections  in  your 
testimony?  A.  The  first  correction  is  to  state  more  accurately 
our  practice  concerning  saloonkeepers,  bartenders,  and  pei-sons 
engaged  in  the  public  sale  of  intoxicants.  Our  rule  is  that  they 
will  not  be  insured  for  more  than  two  hundred  and  fifty  dollars, 
or  thereabouts,  and  in  all  cases  the  age  shall  be  rated  up  five  years. 
Our  instructions  there  say: 

"  The  company  does  not  wish  any  particular  efforts  made  to 
get  business  of  liis  class,  but  if  applicants  are  taken,  five  years 
must  be  added  to  the  actual  age,  and  the  amount  of  benefit  for 
the  higher  age  must  be  quoted." 

The  other  point  refers  to  the  amount  of  lien.  I  said  this 
morning  I  thought  it  was  three  hundred  dollars  and  two  hundred 
dollars.  Instead  of  that  it  should  be  three  hundred  and  a  Hun- 
'  dred  and  fifty  dollars.     That  is  all. 

JOHN  F.  DRYDEN,  resumed: 

MR.  LUsTDABURY:  There  are  two  errors  in  the  official  re- 
port of  Senator  Dryden's  testimony  that  ought  to  be  corrected. 
They  are  typographical  errors,  I  think.  Shall  I  point  them 
out? 

MR  HUGHES:    In  yesterday's  hearing? 
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MR  LINDABUEY:  Yes.  The  first  is  page  8,Y33.  The 
question  was,  "  -what  dividends  are  paid  upon  the  capital  stock 
annually."  The  answer  was,  "  ten  million  dollars  annually." 
It  should  be  ten  per  cent,  annually. 

On  page  8,778,  this  was  an  error  of  the  Senator's,  I  think. 
He  wishes  to  correct  it.  The  question  is,  "  in  how  many  do 
you  do  industrial  business,"  referring"  to  the  States,  his  answer 
was,  "  We  do  industrial  in  all  the  Eastern,  Middle  and  Western 
States,  and  in  the  Border  States  along  the  South,  but  not  in  the 
Southern  States."     He  wished  to  change  that  a  little. 

THE  WITNESS:  Instead  of  saying  in  all  the  Western 
States,  I  would  like  to  say  in  the  Middle  Western  States. 

Mr.  Hughes,  this  morning  you  asked  me  with  reference  to  the 
Australian  Provident  Life  Insurance  Company  and  as  to  its  table 
of  rates,  calling  attention  to  the  fact  that  they  were  larger  than 
the  industrial  company  here. 

Q.  You  mean  the  benefit?  A.  Yes.  Since  then  the  statisti- 
cian of  the  company,  Mr.  HoSman,  has  informed  me  that  that 
is  on  account  of  the  more  favorable  mortality  of  the  population 
at  large  in  Australia,  as  well,  as  shown  by  the  experience  of  the 
life  insurance  companies  of  that  coimtry,  that  a  long  series  of 
investigation  has  demonstrated  that  fact. 

Q.  At  the  close  of  the  morning  session  you  were  testifying 
with  regard  to  the  transactions  with  the  agents  of  your  com- 
pany.    A.  Yes. 

Q.  Now,  I  have  a  letter  here  as  follows : 

"  We  are  not  opposed  to  being  charged  with  lapses  on  busi- 
ness written  by  ourselves,  covering  a  period  of  twenty  weeks, 
but  when  we  are  charged  with  lapses  written  by  other  agents,' 
on  business  that  is  older  than  twenty  weeks,  we  consider  it  a 
gross  imposition,  and  we  would  like  very  inuch  if  you  would 
have  the  matter  thoroughly  investigated.  For  instance,  Agent 
John  Smith  insures  John  Doe,  premium  ten  cents  per  week. 
John  Doe  carries  said  insuranee  for  a  period  of  five  years.  John 
Smith,  agent,  has  left  company's  employ.  James  John- 
son, present  agent,  collects  the  John  Doe  insurance.  John  Doe 
decided  to  discontinue  to  his  insurance.  He  has  paid  into  the 
company  in  this  time  twenty-six  dollars.  Then  Johnson,  agent, 
is  charged  with  the  loes  of  John  Doe's  business  and  is  com- 
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pelled  to  go  out  and  write  ten  cents  new  business,  on  which 
he  receives  no  commission  whatever  to  cover  the  lapse  of  John 
Doe's  insurance.  Company  is  the  gainer  by  John  Doe's  twenty- 
six  dollars  insurance,  plus  agent's  one  dollar  and  fifty  cents 
commission  which  amounts  to, $27. 50,  less  commission  paid  to 
agent  John  Smith,  which  is  $1.50  and  15  per  cent,  commission 
paid  to  agent  for  collecting  the  same.  Thus  you  see  that  these 
lapses,  which  frequently  occur  work  to  the  detriment  of 
the  agent  in  the  field,  and  to  the  benefit  of  the  company  at  all 
times."  , 

ISTow,  that  is  a  sample  of  the  letters  received  by  the  Commit- 
tee from  agents,  and  without  giving  you  the  name  of  the  agent 
who  wrote  this,  I  would  be  glad  to  have  you  state  so  we  maj" 
all  be  informed  just  what  the  answer  of  the  company  is  to 
the  criticism?  A.  That  is  an  old  question,  Mr.  Hughes,  which 
has  been  before  the  industrial  companies  of  this  country  ever 
since  they  were  organized.  Our  system  for  paying  agents 
was  essentially  taken  from  that  of  the  old  Prudential  of  London 
which  was  the  first  company  in  the  world  ever  to  make  perma- 
nent and  decided  success  in  industrial  insurance;  conducted  by 
men  of  the  highest  ability  in  this  line  of  business,  they  evolved 
after  a  good  deal  of  experience  and  labor  the  system  upoii  which 
they  have  built  up  their  business  and  which  we  have  in  sub- 
stance adopted  in  this  country.  "We  have  had  the  question 
before  us  thousands  of  times,  but  we  have  found  no  solution 
of  it.  We  have  found  no  way  of  relieving  the  agents  other 
than  they  are  now  relieved  by  the  rules  of  the  company  in  jus- 
tice to  the  policyholders  and  with  safety  to  the  company  itself. 
In  my  testimony  this  morning  I  endeavored  to  show  that  this 
system  was  devised  primarily  to  protect  the  policyholders  them- 
selves, and  certainly  to  evolve  a  plan  under  which  the 
companies  could  successfully  carry  on  the  business.  Now  it  will 
be  evident  at  a  glance  that  if  the  industrial  companies  were 
to  attempt  to  put  into  operation  the  commission  plan  adopted 
by  the  ordinary  companies,  either  the  agents  would  starve  to 
death  in  trying  to  get  it  established  or  the  companies  would 
utterly  fail  to  get  any  business  at  all.  Supposing  it  were  pos- 
sible—  or  rather  supposing  the  industrial  companies  should 
adopt  a  scheme  of  paying  the  agents  even  100  per  cent,  upon 
the  first  premium  paid  in,  the  agent  could  not  possibly  clothe 
himself  from  the  money  that  he  got  out  of  it;  therefore  the 
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companies  are  forced  to  adopt  some  plan  wliich  shall  be  at  once 
safe,  safe  for  tlio  policyliolders  and  remunerative  to  the  agents; 
and  this  plan  of  virtually  advancing  to  the  agent  a  sum  of  money 
based  upon  the  amount  of  business  he  does  contains  the  sum- 
mation of  all  tho  wisdom  that  has  been  concentrated  in  the  in- 
dustrial companies. 

Q.  If  you  have  an  assistant  superintendent  put  over  five  agents 
can  you  not  through  that  supervision  ascertain  whether  the 
lapses  are  the  fault  of  the  agent?  A.  We  could  ascertain  that 
probably  to  some  extent,  but  I  do  not  think  that  we  could  keep 
up  the  energy  and  interest  of  the  agent  to  the  extent  that  we 
now  do  under  our  present  system  and  under  any  other  system  it 
would  be  but  a  very  short  time  when  we  would  not  have  agents 
to  keep  up  the  business. 

Q.  What  amount  of  money  would  you  have  to  expend  in  addi- 
tion to  what  you  expend  now  if  you  did  not  charge  the  agents 
with  lapses  except  those  that  had  occurred,  say,  within  twenty 
weeks  of  the  date  of  the  policy?  A.  I  do  not  think  we  could  do 
business  at  all.  In  the  first  place  would  come  the  great  neglect 
of  the  policyholders,  which  is  a  matter  of  the  first  importance. 
You  will  readily  see,  Mr.  Hughes,  that  if  the  agent  is  to  be  relieved 
in  case  of  a  lapse  after  twenty  weeks,  that  from  that  point  ou  the 
agent  has  very  little  if  any  interest  in  inducing  that  ]iolicyholder 
to  continue.  What  would  be  to  the  agent's  pecuniary  interest 
would  be  to  let  that  policy  lapse,  to  induce  that  policy  to  lapse,  by 
neglect  to  cause  that  policy  to  lapse,  and  after  a  short  time  to  go 
around  and  write  it  again  and  get  a  new  commission  on  it. 

Q.  Because  on  the  new  business  he  would  get  more  than  on  the 
fifteen  per  cent,  renewal  ?     A.  Yes. 

Q.  But  when  a  revival  takes  place  do  you  pay  the  agent  any- 
thing? A.  It  affects  his  income  just  the  same  as  though  it  were 
a  new  policy.  We  pay  on  the  increase.  Now,  a  revival  contrib- 
utes to  the  increase  just  as  if  it  were  a  new  policy. 

ME.  LIlSrDABIIKY:  I  don't  know  whether  you  noticed  that 
the  agent  had  this  policy  lapse  during  his  own  agency  and  not  in 
the  case  of  a  predecessor. 

MK.  HUGHES :  He  put  the  case  as  originating  in  the  case  of 
a  former  agent,  and  then  lapsing  while  he  had  it. 

MK.  LINDABUBY:  So  it  was  his  own  fault  if  it  was  anybody's 
fault. 
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Q.  I  suppose  tke  ideal  arrangement  would  b.©  so  far  as  the 
agent  is  concerned  to  charge  him  when  he  is  at  fault^ut  it  is 
practically  difficult  for  you  to  ascertain  in  that  event  ?     A.  Yes. 

Q.  And  you  also  have  the  question  of  the  amount  oi  money'you 
can  afford  to  pay?     A.  Yea. 

Q.  On  the  latter  question  I  was  asking  if  you  could  estimate 
the  additional  amount  you  would  have  to  pay  for  your  agents  if 
they  were  charged  with  lapses,  save  in  the  case  of  lapse  within 
twenty-weeks?  A.  I  have  not  any  data  on  which  I  can  estimate 
that,  but  I  will  state  from  my  general  information  and  belief  that 
it  would  be  such  an  enormous  sum  of  money  we  could  not  afford 
to  do  the  business. 

Q.  What  amount  of  money  does  your  superinfendents  get  on 
the  average  ?  A.  Quoting  from  the  paper  from  which  I  read  this 
morning,  I  would  say  that  the  average  income  of  the  superin- 
tendents of  our  company  for  the  ten  months  in  1905  was  $95.55 
per  week,  involving  his  income  both  from  the  industrial  and  ordi- 
nary branches. 

Q.  What  is  the  largest  amount  which  any  superintendent  re- 
ceives? A.  We  have  one  very  old  superintendent  who  has  been 
with  us  nearly  30  years,  over  25  years  I  think,  certainly,  who  has 
now  a  weekly  income  of  $531.24.  He  has  the  largest  income  of 
any  man  in  our  service,  and  his  contract  is  an  old  one,  which  wo 
put  in  operation  when  the  company  was  first  started,  and  wliicli 
wp  abandoned  long  ago.  But  we  have  adopted  the  principle  find 
tlie  policy  in  our  business  of  never  cancelling  the  contract  of  an 
employee  so  long  as  he  is  faithful  to  his  duty  and  does  his  work 
properly.  And  if  a  man  was  fortunate  enough  twenty-five  yeAvs 
ago  to  secure  a  liberal  contract  with  us,  when  it  was  very  difficult 
to  write  any  business  at  all,  and  has  continued  in  our  service,  we 
continue  that  contract  with  him  as  a  matter  of  good  faith. 

Q.  Who  is  this  agent?     A.  Peter  Egenolf. 

Q.  What  is  his  district?  A.  His  present  district  is  in  Xew 
York,  one  of  the  ISTew  York  agents.  He  started  with  us  as  an 
agent  in  Elizabeth,  'New  Jersey,  afterwards  appointed  superin- 
tendent of  the  Elizabeth  district,  and  some  years  ago  was  trans- 
ferred to  New  York.  When  he  first  started  with  us  as  a  superin- 
tendent at  Elizabeth  his  guaranteed  salary  was  $11.54  a  week, 
and  in  addition  to  that  he  received  two  times  on  the  net  increase 
in  the  debit  in  his  district. 
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Q.  How  many  agents  or  superintendents  have  jpu  getting  ten 
thousand  dollars  a  year  or  over?  A.  I  have  a  list  here  of  all  of 
our  superintendents — ^but  not  many.  Running  over  this  list,  and 
without  having  made  an  accurate  calculation  I  find  not  over 
eight — jossibly  not  over  six,  some  of  them  would  come  pretty 
close. — which  would  make  it  not  over  eight. 

Q.  Is  this  compensation  of  Mr.  Egenolf  gross  ©r  net?    A.  Gross. 

Q.  That  is  his  gross  income?  A.  He  has  to  pay  rent  and  clerk 
hire  and  other  expenses. 

Q.  Have  you  separate  agents  in  the  ordinary  department?  A. 
Yes. 

Q.  What  do  they  receive?  A.  I  think  they  are  paid  in  every 
instance,  but  six  or  seven,  a  cormnission,  and  their  income  de- 
pends upon  the  amount  of  business  that  they  write.  There  were, 
I  think,  six  or  seven  who  received  in  addition  to  their  compensa- 
tion a  small  guarantee,  all  but  one  of  the  number  that  I  have  men- 
tioned, receiving  a  guarantee  of  thirty  dollars  per  week  in  addition 
to  their  commissions,  one  of  them  receiving  a  guarantee  of  twenty- 
five  dollars  a  week  in  addition  to  his  commissions.  The  reason 
that  they  received  that  guarantee,  and  in  that  respect  are  treated 
as  the  usual  ordinary  agent,  is  that  they  were  transferred  fro'm 
our  industrial  department  to  the  ordinary  branch,  and  it  being  so 
transferred,  they  made  a  surender  of  their  interest  in  the  indus- 
trial business,  and  we  allowed  them  this  small  guarantee  as  a  com- 
pensation for  that. 

Q.  A  line  of  examination  has  been  suggested  which  may  show 
to  what  extent  you  benefit  by  the  new  insurance.  According  to 
the  blue  book  last  year  in  the  industrial  department  there  were 
written  about  a  million  and  a  half  of  new  policies.  Those  policies, 
in  fact,  were  written  by  8,500  agents?    A.  Yes. 

Q.  Which  would  mean  an  average  of  about  176  policies  per 
agent?   ^A.  Yes,  sir.  , 

Q.  With  this  average  in  payment  ten  cents  a  week,  and  $5.20 
in  the  year,  assimiing  that  they  lasted  through  the  year,  that  would 
mean  if  that  new  business  went  through  the  year  the  company 
would  receive  about  $915  from  the  new  business  for  each  agent 
on  the  average?    A.  Yes,  sir. 

Q.  Now,  you  have  to  support  the  agent,  you  have  to  provide 
for  the  supervision  of  the  agent  through  what  might  be  called 
his  pro  rata  share,  of  the  assistant  superintendent,  and  the  super- 
intendent, and  also  lay  something  aside  to  meet  the  demands  of 
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the  insurance.  The  net  result  is  that  in  this  industrial  business, 
to  get  the  business  so  that  you  have  any  net  increase  or  hold  your 
own  during  the  year,  you  have  to  keep  the  agents  down?    A.  Yes. 

Q.  That  is  the  actual  result  isn't  it?  A.  Oh,  yes,  we  must  have 
results  from  the  agent,  but  we  think  that  we  pay  a  fair  remunera- 
tion, all  that  the  business  will  justify,  if  that  is  the  point  of  your 
inquiry. 

Q.  The  point  of  my  inquiry  is  that  the  amount  that  you  get  in 
on  the  average  from  your  8,500  agents  is  such  that  it  is  absolutely 
necessary  for  you  to  keep  the  agents  down  to  a  low  compensation? 
A.  We  have  not  been  usually  charged  with  paying  too  low  a  com- 
pensation for  agents.  That  is  one  of  the  expenses  which  was  some- 
times criticised. 

Q.  And  which  comes  in  the  aggregate  to  a  very  heavy  amount,  - 
per  agent,  he  getting  fifteen  dollars  a  week?    A.  Fourteen  dollars 
and  some  cents,  including  what  he  makes  out  of  the  ordinary  busi- 
ness. 

Q.  But  it  is  inseparable  from  the  industrial  business  that  the 
person  insured  should  pay  very  high  rates,  and  the  person  that 
writes  the  business  get  very  low  incomes?  A.  Unfortunately, 
that  is  so  in  our  business.  The  same  principle  obtains,  as  I  think 
prevails  in  every  kind  of  business,  a  man  who  can  go  to  the  rail- 
road station  and  buy  a  fifty-trip  ticket  gets  his  ticket  for  less  money 
than  the  man  who  has  only  enough  to  buy  a  single  ticket  one  way ; 
it  costs  him  more  in  every  phase  of  life,  unfortunately,  but  how  can 
it  be  prevented  ? 

MR.  COX:  The  question  is  raised  as  to  whether  the  business 
is  worth  doing  if  such  a  large  percentage  of  it  has  to  be  consumed 
in  getting  it  and  doing  it. 

ME.  HUGHES :  And  so  many,  if  I  may  add,  through  their 
lapses,  get  nothing  from  it. 

THE  WITNESS :  Well,  looking  at  it  from  a  theoretical  stand- 
point, I  am  well  aware  that  it  has  been  criticised,  and  that  there 
are  very  excellent  persons  who  have  raised  that  question,  and  I 
suppose  will  continue  to  raise  it,  but  look  at  it  from  the  stand- 
point of  the  workingman  himself.  That  is  the  point  of  view,  Mr. 
Hughes,  that  we  should  consider  it  from.  Isn't  it  worth  something 
to  him  that  the  facilities  for  getting  this  insurance,,  even  at  the 
oost  involved,  to  him  are  laid  before  him  at  his  very  door  ?  Isn't 
it  of  some  consequence  to  the  public  that  we  can  offer  this  insur- 
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ance  to  these  people,  and  inculcate  in  them,  as  I  said  this  morning, 
a  feeling  of  self  respect,  and  enable  them  to  protect  themselves  from 
a  pauper's  grave  ?  That  is  the  public's  point  of  view,  from  which 
I  think  we  should  look  at  this  question. 

BY  MR.  COX: 

Q.  But  such  a  small  percentage  of  them  are  protected  in  tihat 
^yay  ?     A.  Through  the  lapses  ? 

Q.  The  records  show  that  the  most  of  them  do  lapse  ?  A.  Many 
of  them  do  lapse.  The  lapses  are  large;  that  is  unfortunate,  but 
Ave  avail  ourselves  of  every  agency  that  we  can  conceive  of  to  keep 
down  the  lapses,  and  I  am  glad-to  say  that  the  lapses  are  steadily 
decreasing  in  percentage  from  year  to. year.  I  believe  the  time 
will  come  when  our  country  becomes  somewhat  older  and  settled, 
when  the  people  of  our  country  understand  more  fully  the  nature 
of  this  industrial  insurance,  when  the  percentage  of  lapses  will  be 
very  materially  decreased.  They  have  had  the  same  experience  on 
the  other  side.  The  Prudential  of  London  was  the  first  company 
that  was  ever  able  to  get  upon  a  permanent  and  soimd  foundation  in 
the  establishment  of  this  business.  Hundreds  of  its  predecessors 
have  gone  to  the  wall ;  but  the  Prudential  of  London,  -through  its 
consummate  ability,  through  its  persistence,  established  that  great 
company,  now  in  size  the  greatest  institution  in  the  world — ^life 
insurance  institution;  and  they"  are  finding  that  their  lapses  are 
growing  less  and  less  year  by  year,  the  persistency^  of  the  business 
is  becoming  greater  and  greater,  we  are  demonstrating  that  in  this 
country,  yet  this  business  is  comparatively  new;  while  we  have 
been  doing  business  here  for  thirty  years,  the  great  bulk  of  this 
business  has  been  done  certainly  within  the  last  ten  years,  and 
perhaps  it  is  not  too  much  to  say  within  the  last  five  years.  Our 
own  company  for  four  years  after  it  was  organized  confined  its 
business  entirely  to  the  State  of  New  Jersey,  and  doing  business  in 
a  very  limited  way,  trying  to  be  sure  of  its  foundations.  Now, 
we  believe  that  we  have  arrived  at  a  point  where  we  are  getting 
pretty  safely  on  a  strong  and  permanent  foundation,  and  we  think 
that  in  the  lapse  of  time  these  lapses  will  decrease  in  volume,  and 
the  policyholders  will  become  more  persistent,  and  what  seems  so 
startling  to  gentlemen  making  an  original  investigation  on  this  sub- 
ject, what  seems  so  startling  to  them  will  grow  less  and  less,  and 
the  people  will  be,  of  course,  correspondingly  benefited. 
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BY  ME.  HUGHES: 

Q.  Do  you  know  what  the  rate  of  lapses  is  with  the  English 

Prudential  ? 

THE  WITNESS:  Mr.  Hoffman,  do  you  know  what  this  is? 
I  have  not  looked  at  those  figures  lately — ^the  rate  of  lapses  of 
the  English  Prudential.  ^^ 

The  Secretary  of  the  company  informs  me  that  in  the  last  ten 
years  the  persistency  of  the  business  of  the  Prudential  of  London 
has  increased  from  six  years  to  ten  years. 

Q.  How  do  their  rates  compare  with  yours?  A.  I  think  their 
rates  are  somewhat  higher  than  ours — ^is  that  so,  Mr.^Fiske? 

MK.  EISKE:  I  think  their  rates  are  somewhat  higher. 

Q.  Mr.  lindabury  wants  jne  to  ask  you  how  many  of  the 
people  that  went  down  in  the  Slocum  were  insured  in  your  com- 
pany ? 

•    ME.  LINDABUET:  Not  in  his  company — ^how  many  held 
industrial  policies? 

A.  I  have  forgotten;  the  percentage  was  very  large;  I  have  for- 
gotten the  exact  number. 

ME.  LINDABUEY:  Sixty  per  cent,  were  with  live  and  not 
lapsed  policies. 

ME.  HOEFMAE":  We  paid  insurance  on  two  hundred  and 
twelve  persons  whose  lives  were  lost  in  the  Slocum,  who  were 
insured  in  three  hundred  and  thirty-six  policies,  for  the  sum  of 
$8,330.56,  and  who  paid  us  net  premiums,  $38,146.73. 

BY  THE  CHAIEMAN: 

Q.  Mr.  Dryden,  if  an  agent  started  out  in  your  territory  with 
no  business  in  that  territory,  if  he  should  write  ten  policies  in 
the  first  week,  his  premium  collections  would  be  a  dollar  and  his 
commissions  upon  that  business  fifteen  dollars,  wouldn't  it?  A._ 
Yes. 

Q.  If  the  second  week  he  added  twenty  more  policies,  two 
dollars  of  premiums,  he  would,  of  course,  double  his  compensa- 
tion and  get  thirty  dollars  of  commissions  the  next  week,  in  ad- 
dition to  the  fifteen  per  cent,  for  collection?     A.  Yea. 

Q.  If  the  third  week  he  increased  it  by  another  ten,  so  that 
he  wrote  -thirty  policies,  three  dollars  premiums,  he  would  get 
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forty-fiye  dollars  commissions?    A.  Perhaps,  I  don't  understand 

yon-  _  _  .  _ 

Q.  If  this  business  all ,  persisted  so  that  it  represented  gain  in 
each  instance,  ten  policies  the  first  week,  twenty  the  second  ai 
thirty  the  third?     A.  Do  I  understand  you  to  mean  twenty  new 
policies  the  second  week,  and  thirty  new  ones  the  third  week? 

Q.  Yes.     A.  Yes,  sir.  then  your  assumption  is  correct 

Q.  iSTow,  then,  the  only  difficulty  the  agent  would  experience 
in  obtaining  these  results  would  be  from  lapses  of  business  ob- 
tained?    A.  Yes.  sir. 

Q.  And  the  premiums  on  those  policies  being  so  small,  isn't 
that  a  constant  inducement  to  agents  to  themselves  pay  the 
weekly  premiums  for  the  sake  of  reaping  the  commissions  with 
all  new  business  when,  in  fact,  it  is  concealed  lapse  business  ? 
A.  It  would  be. 

Q.  "Well,  isn't  it?  A.  In  some  instances  I  presume  it  is  done, 
but  we  guard  ourselves  as  much  as  possible  against  that,  as  I 
think  I  have  already  explained,  by  having  the  Assistant  Super- 
intendent go  with  the  agent  around  among  the  policyholders,  ex- 
amine their  premium  receipt  books  and  compare  the  payments 
with  the  agents'  collecting  books  and  thus  check  the  matter, 
bringing  the  agent  and  the  policyholder  face  to  face. 

Q.  Do  you  impose  any  punishment  when  you  discover  that 
condition  of  things?    A.  We  generally  dismiss  the  man;  yes,  sir. 

Q.  Just  dismissal?    A.  Yes,  sir. 

ME.  HUGHES:  I  understand  that  the  figures  with  regard  to 
the  Slocum  were  incorrect. 

MK.  HOITMAN:  I  want  to  say  that  the  amount  paid  in 
claims  upon  the  loss  of  the  Slocum  was  $38,146.73,  and  the 
premiums  paid  upon  those  claims  by  the  insured  was  $8)330.56. 

THE  CHAIRMAN:  JSTow,  which  one  does  he  want  to  stick 

MR.  HUGHES:  Is  that  right,  that  last  statement? 

MR.  OOX :  I  suppose  you  have  no  statistics  of  premiums  paid 
by  people  who  went  down  on  the  Slocum  whose  policies  had 
lapsed? 

MR.  HUGHES:  I  suppose  people  were  going  on  other  ex- 
cursions at  that  time  whose  policies  had  lapsed. 
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MR.  COX:  It  is  a  great  compliment  to  the  efficiency  of  the 
^^ew  York  man  who  gets  the  compensation  of  over  five  hundred 
dollars  a  week. 

MR  LINDABUEY:  They  were  not  all  in  this  company  — 
the  three  companies,  John  Hancock  and  the  Metropolitan. 

BY  ME.  HUGHES: 

Q.  If  your  solicitor  averages  about  fourteen  dollars  a  week, 
including  the  ordinary  business  which  he  may  take,  it  would 
seem  to  follow  from  the  average  premium  paid  to  the  company 
upon  the  business  that  the  first  year's  cost  practically  absorbs  the 
first  year's  premiums.    A.  It  is  very  high. 

Q.  Is  that  true?    A.  I  think  so. 

Q.  You  were  asked  with  regard  to  what  punishment,  if  any, 
would  be  inflicted  upon  the  agent  in  case  a  lapse  was  not  reported 
and  he  was  paying  the  amount  himself.  Now,  when  do  you 
insist  upon  a  report  of  a  lapse?  A.  We  allow  policies  to  be  in 
arrears  four  weeks  before  it  must,  be  lapsed. 

Q.  And  what  is  the  consequence  of  the  failure  to  report  in 
case  the  arrears  exceed  four  weeks?  A.  If  we  put  no  other  pen- 
alty upon  him,  we  compel  an  agent  to,  pay  these  arrears  himself 
in  excess  of  four  weeks,  or  we  may  discharge  him  if  the  circum- 
stances justify  it. 

Q.  And  if  he  does  report  the  lapse  at  the  end  of  four  weeks, 

then  the  consequence  is,   as  you  have  already  stated,  being  a 

charge   against   his   collectible  -debits.      A.   He  is   relieved;   he 

.  receives  a  credit  for  the  amount  of  those  four  weeks'  premiums. 

Q.  I  have  received  from  the  Prudential  the  foUovidng  state- 
ment with  regard  to  the  first  policy  year  expenses,  which  I  will 
put  upon  the  record. 

(The  paper  is  marked  Exhibit  ISTo.   692.) 

Q.  This  statement,  I  imderstand,  includes  all  your  business 
and  is  not  separated  with  reference  to  industrial  and  ordinary? 
A.  Yes,  sir,  I  so  understand  it. 

Q.  Does  that  include  renewal  commissions,  or  only  commis- 
sions—  original  commissions?  A.  This  is  a  statement  prepared 
by  the  actuary.     I  think  this  includes — Mr.  G-ore? 

MR.  GOEE :  That  includes  the  first  commissions  and  the  first 
year  collection  commissions  in  the  industriaL 


Testimony  of  John  F.  Dryden.  STYY 


ME.  HUGHES :  (Eeading)  Total  loading  on  first  three  year 
policy  premiums  received  in  1903,  $6,410,444.  In  1904,  $7,- 
418,396. 

Loading  on  first  policy  year's  premiums  in  1903,  $2,642,383. 
In  1904,  $2,820,579. 

Total  first  policy  year's  expenses,  showing  in  1903  a  total  of 
$6,481,920;  in  1904,  $6,916,848. 

Total  expected  losses  on  policies  less   than  one  year  old  in 

1903,  $1,147,975. 

Total  actual  losses  on  policies  less  than  one  year  old  in  1903, 
$1,119,465. 

Total  expected  losses  on  policies  less  than  one  year  old  in 

1904,  $1,224,080. 

Total  actual  losses  on  policies  less  than  one  year  old,  $953,301. 

Q.  ISTow,  can  you  answer  that  so  that  the  amount  can  be  cx)m- 
pared  with  the  first  policy  year's  expenses,  the  premiums  re- 
ceived in  1903  and  1904  on  the  first  year's  business  ? 

ME.  GOEE:  For  the  year  1903,  $7,869,452.62.  For  the 
year  1904,  $8,475,757.39. 

Q.  What  was  the  amount  of  the  loading  on  the  premiums  re- 
ceived on  new  business  in  1903? 

ME.  GOEE :    You  have  read  that. 

ME.  HUGHES :  That  is  the  item  that  appears  'in  the  state- 
ment, as  follows:    In  1903,  $2,642,383,  and  in  1904,  $2,820,579. 

I  have  also  received  a  statement  showing  the  amount  of  insur- 
ance in  force  December  31,  1904. 

Q.  This  is  complete  ?  A.  Yes,  sir.  This  is  also  prepared  by 
the  actuary. 

ME.  HUGHES :    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  693  and  read  in  evidence  by  Mr. 
Hughes.) 

Q.  Have  you  an  agent  by  the  name  of  James  Perry.     A.  Yes, 

sir. 

Q.  What  is  his  district?     A.  New  Jersey. 

Q.  Newark?    A,  Yes,  sir. 

Q.  What  is  his  compensation?    A.  Well,  I  don't  recollect 

119 


3778  Legislative  Insurance  Investigation. 

Q.  Or  his  rate  of  compensation?  A.  I  don't  recollect  what 
his  contract  calls  for ;  I  have  not  the  particulars  here. 

Q.  Do  you  know  what  amount  he  received  from  the  business 
that  he  writes  for  the  company?  A.  I  don't  know  what  he  re- 
ceives.    I  know  he  writes  a  very  large  amount  of  business. 

Q.  Is  he  a  relative  of  any  officer  of  the  company?  A.  He  is  a 
distant  relative,  I  think,  of  the  vice-president  and  of  the  second 
vice-president. 

Q.  Has  he  any  better  rates  of  commission  than  other  agents? 
A.  I  do  Tiot  so  understand  it. 

Q.  You  don't  know  that  he  has  any  preference  ?  A.  No,  sir, 
not  to  my  knowledge. 

Q.  Does  he  have  any  advantage  in  tV  turning  to  him  of  in- 
surance from  advertising?  A.  No,  not  at  all;  that  is  carried  on 
on  a  regular  system,  and  the  invariable  rule  is  to  send  insurance 
tinder  advertisements  to  the  nearest  and  most  available  agent, 
whoever  he  may  be  or  wherever  he  may  be  located. 

Q.  Does  your  company  own  any  real  estate  other  than  the  of- 
fice building  that  it  occupies  ?     A.  In  Newark. 

Q.  Yes.  A.  "We  have  some  surroundiiig  property  that  wo 
bought  for  the  ultimate  purpose  of  home  office  building. 

Q.  Your  real  estate  is  stated  in  your  annual  report  to  the 
New  York  Department  at  a  book  value  of  $12,494,957.86.  How 
much  of  that  represents  your  office  building?  A.  My  impres- 
sioii  is,  something  like  eight  millions.  I  thought  I  had  a  state- 
ment showing  that,  Mr.  Hughes,  but  I  do  not  find  it.  The  cost 
of  the  Prudential  building  as  of  December  31st,  1904,  $8,378,- 
125.50. 

Q.  And  is  it  carried  at  net  cost  on  the  books?  A.  Yes,  sir, 
it  is  carried  at  that  cost  on  the  books. 

Q.  What  is  the  income  of  the  company  from  that  biiildiiig  ? 
A.  The  rate  of  interest  earned  on  cost  of  building  based  on  gross 
receipts  less  expenses  and  taxes,  3.113  per  cent. —  a  little  ovei' 
3.11  per  cent. 

Q.  What  charge  is  made  to  the  Prudential  Company  for  the 
premises  it  occupies.  A.  We  charge  the  Prudential  Company 
the  same  rate  that  we  charge  our  tenants  —  just  the  gross  amouiii 
I  have  not  here,  but  it  is  figured  on  the  same  basis. 

Q.  What  rent  does  the  Fidelity  Trast  Company  pay?  A.  The 
Fidelity  Trust  Company  has  a  twenty-year  lease  upon  that  prop- 
erty; for  tjie  first  five  years  their  rental  is  twenty-five  thousand 
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dollars  per  amaum;  for  the  second  five  years,  forty-two  thousand 
five  hundred  dollars  per  annum ;  for  the  third  five  years  fifty-two 
thousand  five  hundred  dollars  per  annum,  and  for  the  fourth  five 
years,  sixty  thousand  dollars  per  annum. 

Q.  What  is  the  presect  rental  value  of  the  premises  the  Fidel- 
ity Trust  Company  occupies?  A.  Well,  I  think  we  are  getting 
a  fair  rental  value  fcfr  it  tiow,  perhaps  two  and  one-half  to  three 
per  cent. — three  per  cent.;  I  do  not  know  that  I  can  answer  that 
accurately.  I  anticipated  in  making  that  lease  with  the  Fidelity 
the  future  increase  in  the  value  of  the  property.  I  think  they 
are  paying  fair  i-ental  for  it  now. 

Q.  Who  were  the  contractors  that  built  the  Prudential  Build- 
ing?   A.  E.  J.  Haddon  &  Son. 

Q.  Did  you  meet  them  through  your  relation  with  the  Metro- 
politan?    A.  No,  sir. 

Q.  Has  any  officer  in  your  company  any  interest  in  that  firm, 
or  received  any  payments  or  interest  in  connection  with  con- 
tracts for  construction?    A.  'No,  sir. 

ME.  HUGHES:  I  will  read  upon  the  record,  subject  to  cor- 
rection, what  I  understand  is  a  complete  list  of  the  Directors  of 
the  Prudential  Insurance  Company.  If  I  am  wrong  you  will 
correct  me. 

DIRECTORS  PRtDENTIAL  INSURANCE  COMPANY 
OF  AMERICA,  NEWARK,  N.  J. 

John  F.  Dryden, 
Leslie  D.  Ward, 
Edgar  B.  Ward, 
Theo.  C.  E.  Blanchard, 
Seth  A.  Kenney, 
Fred  C.  Blanchard, 
Edward  E&nouse, 
Forrest  F.  Dryden, 
Jerome  Taylor, 
William  T.  Catter, 
Jacob  E.  Ward, 
Anthony  R.  Kuser, 
Uzal  H.  McCarter, 
"Wilbur  S.  Johnson, 
Thomas  N.  McCarter, 
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ME.  LINDABUEY:  That  is  right.  Are  they  fifteen  in  ninn- 
ber?    The  correct  number  is  fifteen. 

MR.  HUGHES:  I  will  read  upon  the  record,  subject  to  cor- 
rection, the  following  is  a  complete  list  of  the  Directors  of  the 
Fidelity  Trust  Company: 

DIEECTOES  FIDELITY  TRUST  CO.,  NEWARK,  K  J. 

John  F.  Dryden, 
.     James  W.  Alexander 


THE  WITNESS:    Mr.  Alexander  has  resigned. 

ME.  HUGHES: 

James  H.  Hyde, 
Leslie  D.  Ward, 
Thomas  IST.  McOarter, 
Edgar  B.  Ward, 
William  Scheerer, 
Schuyler  B.  Jackson, 
Uzal  H.  McOarter, 
Jerome  Taylor, 
WilHam  IST.  Color,  Jr.,  . 
William  H.  Staake , 


THE  WITNESS:    Mr.  Staake  has  resigned. 

MR.  HUGHES: 

Forrest  F.  Dryden, 
Henry  S.  Redmond, 
Charles  A.  Freick,  ■ 
Bernard  Strauss, 
John  C.  Eisele, 
William  H.  Mclntyre, 
Anthony  R.  Kuser, 
Henry  Rogers  Winthrop, 
Mark  T.  Cox, 
Henry  M.  Doremua, 
Otto  H.  Eahn, 
Jacob  E.  Ward, 
Robert  H.  McCarter, 

THE  WITNESS:    I  think  that  is  correct. 
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Q.  Has  anyone  been  elected  to  take  the  place  of  .Mr.  Alex 
ander?    A.  ISTo. 

Q.  Or  of  Mr.  Staake?    A.  No,  sir. 

MR.  HUGHES:    I  -will  read  upon  the  record  the  list  of  di- 
rectors of  the  Public  Service  Corporation 

ME.  LINDABTJEY:    This  gentleman  says  that  there  has  been 
an  election  to  take  the  place  of  Mr.  Staake,  Mr.  Wilbur  Johnson. 

THE  WITNESS:    I  beg  pardon,  that  is  true. 

MR.  HUGHES: 

DIRECTORS  PUBLIC  SERVICE  CORPORATION. 

David  Baird , 

THE  WITISTESS:    David  Baird  has  resigned. 

ME.  HUGHES: 

Thomas  C.  Barr, 
Samuel  T.  Bodine, 
John  J.  Burleigh, 
A.  B.  Carlton, 
Walton  Clark, 
Mark  T.  Cox, 
Thomas  Dolan, 
John  F.  Dryden, 
George  R.  Gray, 
Hugh  H.  Hamill, 
W.  C.  Heppenheimer, 
A.  R.  Kuser, 
Lewis  Lillie, 
Thomas  N.  McCarter, 
U.  H.  McCarter, 
Randal  Mk)rgan, 
E.  W.  Roebling, 
John  E.  Shanley, 
Charles  A.  Sterling, 
P.  F.  Wanser, 
Leslie  D.  Ward, 
John  I.  Waterbury, 
E.  F.  0.  Young. 

Q.  Has  anyone  been  elected  in  the  place  of  Mr.  Baird?     A, 
No,  sir,  not  to  my  knowledge. 
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Q.  Has  the  Prudential  Company  ever  placed  on  deposit  with 
the  Fidelity  Company  moneys  to  enable  the  latter,  to  assist  in 
the  acquisition  of  securities  ?    A.  No,  sir. 

Q.  Take  for  example  the  acquisition  by  the  Prudential  of  five 
hundred  thousand  dollars  of  the  I^ewark  Consolidated  Gas  Com- 
pany bonds,  can  you  recall  why  it  was  that  the  Prudential  took 
those  from  the  Fidelity?  A.  Only  that  the  Fidelity  had  them 
for  sale. 

Q.  Did  not  the  Fidelity  acquire  a  large  amount  of  the  bonds 
on  the  understanding  that  the  Prudential  would  take  part  of 
them  ?    A.  Wo,  sir,  not  to  my  knowledge. 

Q.  Was  there  not  an  issue  of  stock  so  that  certain  shares  of 
stock  or  one  share  of  stock  went  with  each  bond  ?  A.  The  Newark 
Gas  Company? 

Q.  Yes.  The  Newark  Consolidated  Gas  Company.  A.  Not 
to  my  knowledge,  no.    I  know  nothing  of  that  kind. 

Q.  Did  not  the  officers  or  certain  of  them  of  the  Prudential 
receive  certain  of  the  stock  of  the  Newark  Consolidated  Gas 
Company  which  went  with  the  bonds  that  were  issued?  A.  No, 
sir,  T  do  not  know  anything  about  that,  not  to  my  knowledge. 

Q.  You  did  not  receive  any  of  the  stock  of  the  Newark  Con- 
solidated Gas  Company  ?    A.  Not  with  any  bonds  that  I  bought. 

Q.  What  is  that?  A.  No,  sir,  not  with  any  bonds  that  I 
bought. 

Q.  No,  but  what  I  am  getting  at  is  this,  did  not  the  Prudential 
buy  bonds,  which  if  it  had  taken  direct  it  would  have  received  to- 
gether with  stock?     A.  No,  sir. 

Q.  And  were  not  the  bond3  bought  through  th|e  Fidelity,  and 
did  not  certain  officers  of  the  Prudential  acquire  the  stock  which 
would  otherwise  have  gone  with  the  bonds?  A.  There  is  no 
connection  whatever  in  the  transaction  of  our  buying  those  bonds 
with  any  other  transaction.  We  have  never  been,  connected  in 
any  instance  with  any  transaction  connected  with  any  cnterpri.^e 
in  which  stock  was  involved,  and  which  went  for  a  part  of  the 
consideration.  Our  purchase  of  bonds  has  been  distinct  and  clexir 
and  separate  from  any  transaction  of  th^t  kind  or  any  other  trans- 
action similar. 

Q.  In  other  words,  no  officer  of  the  Prudential  had  ever  re- 
ceived any  stock  as  bonus?    A.  No,  sir. 

Q.  Stock  for  which  the  officers  did  not  themselves  pay?  A, 
No,  sir, 
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Q.  In  connection  with  a  subscription  for  bonds  made  either 
directly  or  through  the  Fidelity  Trust  Company?  A.  I  have  no 
knowledge  of  any  such. 

Q.  No  knowledge  of  anything  of  that  kind?    A.  No,  sir. 

Q.  Do  you  know  whether  the  Fidelity  took  a  large  block  of 
the  bonds  I  have  mentioned  of  the  Newark  Consolidated  Gas 
Company  at  about  90  and  then  sold  to  the  Prudential?  A.  I  think 
they  took  a  large  block  of  the  bonds. 

Q.  About  three  million  dollars?    A.  I  could  not  recall  that. 

Q.  Did  not  the  Fidelity  obtain  a  bonus  of  stock  in  connection 
with  those  bonds?  A.  Very  likely  it  did,  but  that  was  an  opera- 
tion of  the  Fidelity  Company 

Q.  But  the  Prudential A.  Entirely  distinct  and  separate 

from  the  Prudential. 

Q.  But  the  Prudential,  that  paid  five  hundred  thousand  dollars 
for  some  of  these  bonds,  did  not  get  any  of  the  stock?  A.  No, 
and  we  had  no  connection  with  any  transaction  involving  the 
stock. 

Q.  But  that  was  because  you  bought  the  bonds  simply  from 
the  Fidelity?    A.  Precisely,  as-^ 

Q.  Paying  the  Fidelity  the  same  price  as  the  Fidelity  paid? 
A.  I  don't  recollect  what  we  paid.  I  do  not  remember,  but  we 
bought  the  bonds  as  a  clear-cut,  separate  transaction. 

Q.  But  as  a  result  of  the  transaction  the  Fidelity  got  stock 
with  the  bonds,  and  the  Prudential  did  not?  A.  And  the  Fidelity 
did  things,  probably,  which  the  Prudential  did  not  do.  That  is 
to  say,  it  would  not  undertake  to  finance  anything  of  that  kind. 
We  have  never  gone  into  transactions  of  that  kind.  Our  pur- 
chases have  all  been  independent,  separate  and  distinct  from  any 
transaction  involving  stock 'whatever.  I  want  to  make  that  as 
emphatic  as  I  can,  because  we  have  kept  absolutely  clear  from 
anything  of  that  kind. 

Q.  When  bonds  have  been  issued,  and  offered  to  public  sub- 
scription in  connection  with  which  stock  has  also  been  offered  as 
a  bonus,  is  it  not  a  fact  that  the  Prudential  has  through  the  Fi- 
delity taken  bonds,  and  the  Fidelity  has  obtained  all  the  stock 
bonuses  or  officers  of  the  Fidelity  or  Prudential  have  had  some 
of  the  stock  bonuses?  A.  It  is  probably  true  that  we  have  bought 
bonds  from  the  Fidelity,  and  from  others  when  originally  those 
bonds  may  have  been  sold  the  company  putting  them  out  to- 
getiier  with  stock;  but  it  has  been  our  invariable  policy  to  keep 
entirelv  clear  from  any  transactions  of  that  nature. 
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Q.  But  the  result  has  been  to  give  to  the  Fidelity  the  profit 
in  stock  which  on  a  pro  rata  basis  the  Prudential  would  have 
shared?  A.  The  Prudential  would  have  shared  if  we  had  per- 
mitted the  Prudential  to  share  in  enterprises  of  that  kind. 

Q.  That  is  to  make  a  direct  subscription  for  the  bonds?  A. 
Yes.  I  may  say  that  in  the  decision  of  the  Vice-Chancell(jf  of 
New  Jersey  in  the  Eoebottom  case  the  Vice-Ohancellor  held  that 
under  our  power — ^under  the  power  of  our  law  we  had  no  right 
to  subscribe  for  stock. 

Q.  Or  to  take  stock  as  a  bonus  in  case  you  subscribed  for  bonds? 
A.  He  held  we  had  no  right  to  subscribe  for  bonds. 

Q.  To  subscribe  for.  bonds?  A.  Yes,  sir,  and  that  our  only 
way  of  getting  bonds  was  to  buy  them  in  the  market  after  they 
had  been  sold  by  the  company  putting  out  the  bonds.  We  have 
since  obtained  an  amendment  to  that  law.  We  thought  it  Avas 
bad  policy  to  be  in  that  position,  but  still  that  was  his  decision. 

Q.  And  the  result  of  that  would  be  that  if,  for  example,  in  such 
a  case  as  I  have  put,  five  hundred  thousand  dollars  in  stock  would 
go  with  five  hundred  thousand  in  bonds,  the  Prudential  would 
pay  for  the  bonds  and  not  get  the  stock?  A.  The  Prudential,  in 
the  first  place  in  the  case  you  have  cited,  never  had  the  oppor- 
tunity. 

Q.  Could  it  not  have  had  it?  A.  It  never  had  the  opportunity 
to  subscribe  for  those  bonds  or  stocks.  We  were —  they  were  not 
offered  to  the  Prudential.  If  they  had  been  offered  to  the  Pru- 
dential, the  Prudential  would  not  have  taken  them,  because  we 
do  not  engage  in  transactions  of  that  kind. 

Q.  But  why  should  not  the  Fidelity  have  given  the  Prudential 
the  same  advantage  which  it  enjoyed  -pro  rata  in  the  stock  which 
went  with  the  bonds  ? 

MH.  LINDABURY:  The  Prudential  underwrote  that  trans- 
action. 

Q.  I  would  be  glad  to  have  that  brought  out  That  is  the  ex- 
planation ?    A.  Yes,  sir. 

Q.  Then  the  Fidelity  got  the  stock  for  the  underwriting  of  it  ? 
A.  Yes,  sir. 

Q.  Then  the  Prudential  does  not  engage  in  underwriting  ?  A. 
No. 

Q.  And  hence  did  not  share  in  the  profits  of  the  underwriting; 
tliat  is  the  point  ?    A.  Yes. 

Q.  At  last  we  have  got — — 
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MR.  LI¥DABUEY:  The  Fidelity  sold  the  Prudential  the 
same  as  it  did  the  piiblic  generally. 

Q.  Then  the  Prudential  appears  on  the  scene  as  a  purchaser 
from  the  Fidelity.    A.  Precisely. 

Q.  In  entering  into  its  underwriting  engagements,  the  Fidelity 
is  aided  by  the  moneys  which  the  Prudential  keeps  with  it  ?  A. 
Of  course  the  moneys  that  we  keep  with  the  Fidelity  undoubtedly 
aid,  as  the  other  moneys  that  are  deposited  with  it  by  other 
people. 

Q.  Do  you  not  keep  such  deposits  with  the  Fidelity  as  will 
enable  it  to  transact  such  business  as  the  Directors  of  the  Fidelity 
deem  profitable  ?  A.  If  you  mean  by  that  for  the  purpose  of  en- 
abling it  to  do  so,  I  say  no.  If  you  mean  as  a  fact  that  the  Fi- 
delity avails  itself  of  whatever  moneys  we  have  deposited  with 
it,  together  with  whatever  moneys  other  people  may  have  depos- 
ited with  it,  that  of  course  is  a  fact,  and  that  is  the  way  a  trust 
com.pany  does  business. 

Q.  If  a  transaction  comes  up  which  looks  attractive  and  it  is 
convenient  for  the  Fidelity  to  have  a  couple  of  millions  of  dol- 
lars to  go  into  that,  there  is  no  trouble  about  the  Prudential 
keeping  that  amount  on  deposit  with  the  Fidelity  ?  A.  Well,  there 
would  be  a  great  deal  of  trouble  for  them  to  get  it. 

Q.  They  would  not  be  allowed  to  have  it  for  that-purpose  ?  A. 
No,  they  would  not. 

MR.  LIISTDABURY:  Will  not  you  bring  out  the  fact  that 
millions  of  these  bonds  were  sold  to  the  public  at  the  same  price 
they  were  sold  to  the  Prudential  ? 

Q.  Reference  is  made  by  Mr.  Lindabury  to  other  sales  made 
by  the  Fidelity.  Did  the  Fidelity  enter  into  a  syndicate  and  take 
a  large  part  of  the  bonds  on  its  subscription  ?    A.  Yes. 

Q.  And  then  marketed  the  bonds  ?     A.  Yes. 

Q.  And  the  Prudential  bought  the  bonds?  A.  We  bought  a 
certain  proportion  of  the  bonds.  In  the  statement  we  filed  with 
vou  it  says  what  percentage  out  of  the  total  issue  of  those  bonds 
the  Prudential  owned  and  the  investing  public  owned  the  bal- 
ance. 

MR.  LI!NDABURY:  Do  you  remember  what  the  percentage 
was  in  that  case? 

THE  WITNESS :  I  do  not  remember  in  that  particular  case. 
There  were  sixteen  companies  referred  to  in  the  list. 
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MR.  LINDABURY :    It  is  very  small  ? 
THE  WITNESS:    It  is  very  small. 

Q.  So  whatever  syndicate  operations  or  underwriting  agree- 
mfnts  are  made  in  which  the  individuals  interested  in  the  Pru- 
dential may  be  interested,  they  are  made  through  the  Fidelity 
company  and  the  Prudential  acts  as  a  purchaser  in  buying  such 
as  it  may  care  to  buy  from  the  Fidelity.  A.  We  buy  securities 
from  any  responsible  party  who  may  offer  theni  to  us  en  terms 
that  are  satisfactory  to  us.  We  have  to  be  sure  of  two  things, 
■first,  Ihat  securities  that  we  buy  come  from  responsible  houses; 
second,  that  they  are  sold  at  the  right  prices.  Being  satisfied  of 
those  two  things,  if  the  bonds  are  of  such  a  kind  that  we  think 
they  are  proper,  they  constitute  a  proper  investment  for  the  Pru- 
dential, we  buy  them  without  reference  to  who  may  bring  them 
to  us. 

Q.  But  you  keep  the  Prudential  in  the  position  of  a  simple 
purchaser  in  the  market?     A.  Absolutely. 

Q.  And  the  Fidelity  is  in  the  position  of  a  trust  company  mak- 
ing such  money  as  it  can  through  its  connection  with  enterprises 
that  are  deemed  profitable?     A.  Yes,  sir. 

Q.  And  the  officers  of  the  Prudential,  who  are  also  officers  of 
the  Fidelity,  if  they  are  interested  in  the  matters,  become  inter- 
ested in  them  through  their  connection  with  the  Fidelity,  keeping 
the  Prudential  apart  from  them  ?     A.  Yes,  sir. 

Q.  The  result  of  that  is  that  any  profits  upon  underwriting 
schemes  on  the  one  hand  are  not  shared  by  the  Prudential  and  any 
risks  that  are  engaged  in  on  the  other  hand  are  not  entered  into  or 
are  not  taken  by  the  Prudential  ?     A.  That  is  it,  sir. 

Q.  But  of  course,  as  you  say,  whatever  amount  you  keep  on 
deposit  with  the  Fidelity  is  used  by  it  like  other  money  on  deposit 
with  the  Fidelity  for  such  purposes  as  it  may  deem  proper?  A. 
Yes. 

THE  WITJf^ESS:  I  think,  Mr.  Hughes,  it  occurs  to  me  in 
justice  to  the  2d  Vice-president,  I  think  I  ought  to  say  that  Mr. 
James  Perry  who  was  referred  to  a  while  ago  is  not  a  relative  of 
the  2d  Vice-president  but  is  a  relative  through  his  wife  of  the  1st 
A^ice-president.    I  think  I  stated  he  was  a  relative  of  both  officers. 

Q.  Did  the  Fidelity  Trust  Company  underwrite  the  formation 
of  the  Public  Service  Corporation?     A.  No, 
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Q.  It  was  not  interested  in  that?  A.  No,  except  as  a  stock- 
holder. 

MR.  HUGtHES:  I  will  note  iipon  the  record  from  the  Bank 
Report  of  New  Jersey  for  1905  that  the  Fidelity  Trust  Company 
is  the  owner  of  the  following  securities: 

Public  Service  Corporation  of  New  Jersey,  interest  bearing 
certificates  cost  $760,Y43.23;  par  value  $1,100,210;  market  value 
$808,654.35. 

Public  Service  Corporation  of  New  Jersey  stock,  cost  $2,189,- 
078.59  ;  par  value,  $2,189,200 ;  market  value,  $3,064,880. 

Union  National  Bank  stock,  cost  $618,800.28;  par  value, 
$150,500;  market  value,  $662,200. 

Prudential  Insurance  Company  stock,  cost  $5,997,900;  par 
value,  $999,650;  market  value,  $5,997,900. 

Also  the  following  statement  from  the  same  report  of  the 
Fidelity  Trust  Company's  liabilities: 

Capital  stock  paid  in  in  cash  $2,000,000. 

Surplus  fund  $6,500,000. 

Undivided  profits,  net  amount,  $2,179,873.77. 

Time  deposits  $1,607,546.76. 

Demand  deposits,  $9,886,683.48. 

Due  to  bailks  and  bankers  and  trust  companies,  $4,513,119.22. 

Q.  Who  acts  on  the  part  of  the  Fidelity  Trvist  Company  in 
making  sales  of  securities  to  the  Prudential,  what  committee  or 
officers?  A.  Usually  they  are  sold  by  the  officers,  the  Presi- 
dent or  the  Secretary  and  Treasurer. 

Q.  Is  the  sale  passed  on  by  a  Finance  Committee  ?     A.  Yes. 

Q.  Who  are  on  that  Finance  Committee  ?  A.  I  am  a  mem- 
ber of  it,  the  Vice-President,  Dr.  Ward,  Mr.  Mark  T.  Cox,  Mr. 
Jerome  Taylor,  Mr.  Henry  Rogers  Winthrop,  Mr.  Thomas  N. 
McCarter,  Mr.  Uzal  H.  McCarter.     I  think  that  is  all. 

Q.  Who  are  on  the  Finance  Committee  of  the  Prudential,  who 
would  pass  upon  the  purchases  made  from  the  Fidelity  Trust 
Company?  A.  Mr.  Edgar  B.  Ward,  Mr.  U.  H.  McCarter,  Mr. 
Edward  Kanouse,  and  Mr.  A.  R.  Kuser,  and  myself.  And  I  wish 
to  say  with  respect  to  the  practice  of  the  Finance  Committee  of 
the  Prudenti"al,  that  never  from  the  foundation  of  the  company, 
down  to  the  present  time,  so  far  as  I  know,  has  there  ever  been  a 
loan  passed  or  approved  by  that  Committee  when  there  was  a 
single  objection  to  it,  by  any  member  of  the  Finance  Committee. 
That  is  a  fixed  rule  in  our  company. 
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Q.  Do  the  same  individuals  act  on  Ijotli  committees  in  rela- 
tion to  the  transactions  between  the  Fidelity  Tmst  Company  and 
the  Prudential  ?     A.  Some  of  them,  but  not  all. 

Q.  You  have  ansM'ered  a  question,  Senator  Dryden,  to  the 
effect  that  the  officers  of  the  Prudential  are  not  interested  in  any 
syndicate  where  the  Prudential  buys  securities  from  the  syndi- 
cate managers.     A.  Yes,  sir. 

Q.  That  is  because  the  Prudential  never  buys  securities  from 
the  syndicate  managers,  is  it  not?  A.  I  do  not  know  that  that 
is  the  cause,  but  that  is  the  fact. 

Q.  Well,  that  is  the  fact  ?     A.  Yes,  sir,  that  is  the  fact. 

Q.  So  that  in  the  nature  of  things  there  would  be  no  oppor- 
tunity to  share  in  any  such  profits  because  it  is  the  policy  of 
the  company  not  to  buy  from  syndicate  managers  ?     A.  Yes,  sir. 

Q.  But  the  officers  of  the  Prudential  are  interested,  are  they 
not,  in  syndicatfr^i  where  the  Fidelity  buys  from  the  syndicate 
managers  and  resells  to  the  Prudential  ?  A.  That,  I  think  is  so 
in  some  instances. 

Q.  And  when  the  Fidelity  enters  to  underwritings  of  that  de- 
scription it  knows  what  it  <^n  place  with  the  Prudential?  A. 
ISTo,  sir. 

Q.  What  securities  it  will  take?  A.  By  no  means.  The 
Fidelity  goes  of  its  own  motion  at  its  own  risk,  and  in  pursuance 
of  its  own  policy. 

Q.  But  of  course,  it  is  a  comfortable  thing  to  know  that  the 
Fidelity  has  a  purchaser  for  its  securities?  A.  They  do  not 
know  in  advance  that  they  have  any  purchaser  with  us.  I  want 
to  say  that  in  any  purchase  that  we  have  ever  made  from  the 
Fidelity  Trust  Company  we  have  pursued  absolutely  and  com- 
pletely the  same  policy  that  we  would  pursue  in  purchasing  them 
from  any  other  party  whatever. 

Q.  You  have  held  yourself  so  independent  that  you  could  give 
an  absolutely  unbiased  judgment  as  to  the  propriety  of  the  pur- 
chase from  the  Fidelity,  notwithstanding  your  interest  in  the 
Fidelity?  A.  We  have.  I  cannot  make  that  point  too  em- 
phatic. 

BY  MR  COX: 

Q.  Do  you  recall  how  much  time  intervened  in  that  partic- 
ular case  referred  to  by  Mr.  Hughes,  between  the  purchase  by 
the  Fidelity  and  the  sales  to  the  Prudential?  A.  I  do  not  re- 
call the  time.     I  have  really  no  recollection  upon  that  matter. 
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BY  MK.  HUGITES: 

Q.  Mr.  Mark  T.  Cox  has  been  mentioned  as  a  Director  of  the 
Fidelity  Trust  Company.  He  is  also  a  director  of  the  Public 
Service  Corporation.  He  is  also  a  mem:ber  of  the  firm  of  Rogers, 
Winthrop  &  Company,  is  he  not?     A.  Yes,  sir. 

Q.  Through  whom  your  company  does  most  of  its  bond  busi- 
ness?    A.  Yes,  sir. 

Q.  Mr.  Lindabury  suggested  that  I  ask  how  many  syndicates 
the  Fidelity  Company  has  been  in?     A.  Well,  very  few. 

Q.  He  says  only  two,  is  that  correct?  A.  I  think  probably 
that  is  correct,  very  few  syndicates. 

Q.  What  were  -those  two?  A.  I  suppose  one  was  this  Newark 
Gfas  Company  or  the  Essex  and  Hudson 

ME.  LINDABUEY:  And  the  other  was  the  South  Jersey 
Traction. 

THE  WITNESS:  And  the  other  was  the  South  Jersey.  Trac- 
tion, yes. 

ME.  HUGHES:  Was  it  the  South  Jersey  Traction? 

THE  WITNESS:  No,  it  was  not  in  the  South  Jersey  Trac- 
tion. 

ME.  LINDABUEY:  The  Gas  Company  and  the  Public  Serv- 
ice Corporation? 

THE  WITNESS:  Yes. 

Q.  Senator,  you  have  given  considerable  attention^  the  ques- 
tion of  the  desirability  of  Federal  supervision  of  corporations. 
What  are  your  views  upon  that  question?  That  is,  rather  upon 
the  limitation  of  the  efficiency  of  State  supervision?  A.  My  at- 
tention has  been  directed  more  to  the  effect  of  Federal  supervision 
upon  insurance  eorporations  rathe/  than  upon  corporations  in  gen- 
eral. 

Q.  Xust  amend  my  question  and  make  it  insurance  coi-porations. 
We  have  enough  to  deal  with  without  going  into  corporations  in 
general. 

MR.  LINDABUEY:  The  Senator  had  better  begin  over  again. 

ME.  HUGHES:  Yes,  I  did  not  intend  it  so  broadly. 


3790  Legislative  Insurance  Investigation. 


THE  WITNESS:  I  have  felt  for  a  good  while  that  if  it  were 
possible  to  have  a  Federal  Department  established  which  could 
supervise  all  the  interests  of  the  companies  doing  interstate  in- 
surance, it  would  be  of  great  advantage  to  the  policyholders  of 
the  country  in  particular  and  to  the  companies  themselves.  In 
Xovember,  1904,  before  any  of  the  present  insurance  troubles 
arose,  I  made  an  address  before  the  Boston  Life  Underwriters 
Association  in  which  I  spoke  at  about  half  an  hour  or  forty  min- 
utes' length  on  that  theme,  then  advocating  it;  my  treatise  of  it 
being  rather  historical  and  from  the  practical  standpoint  than 
otherwise.  I  think  that  those  who  are  for  and  those  who  are 
against  Federal  control  will  be  found  in  general  to  be  divided 
by  two  well-defined  lines  of  policy.  One  will  be  that  which 
divides  upon  the  constitutional  phase  of  the  question.  And  I 
find  that  there  are  great  lawyers  upon  each  side  of  that  question. 
I  therefore  assume  that  the  power  of  Congress  under 
the  commerce  clause  to  regulate  this  subject  is  a  debatable 
question.  I  am  quite  aware  of  the  decisions  which  have 
Been  rendered  by  the  Supreme  Court  in  which  they  have 
held  that  insurance  between  the  States  is  not  commerce.  Begin- 
ning with  the  decision  of  Justice  Field  in  the  case  of  Paul  vs. 
Virginia  and  coming  down  to  the  present  time,  there  have  been 
a  number  of  such  decisions;  every  one  of  those  decisions  has 
been  based  upon  State  legislation.  There  never  has  yet  been  a 
Federal  statute  which  has  raised  that  issue  and  upon  which  it 
has  carried  to  the  Supreme  Court.  As  a  layman  I  am  inclined 
to  the  belief  that  if  a  distinct  law  was  passed  by  Congress  de- 
fining intersteite  insurance,  not  as  an  incident  but  as  an  instru- 
mentality of  commerce,  and  that  issue  thus  made  was  oarried 
to  the  Supreme  Court,  it  might  possibly  take  a  view,  and  I 
should  hope  it  would  take  a  view,  favorable  to  the  power  of 
Congress  so  to  legislate. 

In  Hamilton's  jjreat  Letter  to  Washington  on  the  power  of 
the  government  to  create  government  banks'  he  says,  as  a  part 
of  his  opinion  that  "As  one  of  the  derived  powers — one  of  tlic 
resulting  powers,  is  thje  word  he  used — one  of  the  resulting 
powers  of  the  commerce  clause  is  among  other  things  to  regulate 
policies  of  insurance."  Now  for  a  layn^an  at  any  rate  it  is  di;gicult 
to  understand  why,  if  the  sending  of  a  message  over  a  telegraph 
wire  is  interstate  commerce,  or  why,  if  the  taking  of  a  lottery 
ticket  from  one  State  and  carrying  it  into  another  and  selling  that 
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tl(iket  is  interstate  commerce — I  say  it  is  difficult,  it  seems  to  me, 
for  a  layman  to  understand  why  the  transactions  of  insurance 
are  not  interstate  commerce.  But  I  ought  not  to  talk  to  lawyers 
en  constitutional  questions. 

iN'pw,  if  we  come  to  the  practical  side  of  the  matter,  it  seems  to 
uie  there  are  three  very  important  advantages  which  become  at 
once  important,  if  the  Federal  Government  can  constitutionally 
establish  a  department.  Let  me  name  first  the  protection  of  Amer- 
ican companies  doing  business  in  foreign  countries.  Everyone 
understands  that  the  arm  of  the  State,  the  arm  of  no  State  in  the 
Union  is  long  enough  to  reach  out  its  protecting  care  over  a  com- 
pany doing  business  in  a  foreign  coimtry,  and  the  only  way  to 
remedy  injustice  and  wrong  and  ill-treatment  on  the  part  of  a 
foreign  government  towards  an  American  company  doing  busi- 
ness in  that  foreign  country  is  to  seek  the  good  offices  of  the  State 
Department  at  Washington,  Avho  can  simply  respectfully  lay  the 
subject  for  consideration  before  that  government ;  but  it  is  power- 
less, I  think,  to  enforce  equity  and  fair  treatment  in  matters  of 
that  kind. 

Xow  another  class  of  cases  in  which  I  think  the  Federal  Gov- 
ernment would  be  greatly  benefited  is  in  the  case  of  many  fraudu- 
lent insurance  companies.  ISTot  in  life  insurance  companies  much, 
we  are  not  greatly  afflicted  with  that  evil,  there  is  very  little ;  but 
I  am  told  that  the  fire  insurance  companiesi — not  here  in  the  East, 
but  in  the  West  and  in  the  South,  to  a  large  extent  are  afflicted  by 
the  evil  of  competition  of  irresponsible,  reckless  and  unworthy 
insurance  companies.  So  great  did  this  trouble  become  that  sev- 
eral years  ago  at  the  convention  of  Insurance  Commissioners  of 
the  various  States  they  appointed  a  committee  composed,  I  think, 
of  five  members  of  that,  body  to  devise  ways  and  means  by  which 
the  public  would  be  protected  from  the  preying  upon  them  by 
these  worthless  concerns.  A  year  ago  last  winter,  that  committee 
having  worked  out  a  proposition,  came  to  Washington  and  asked 
me  to  introduce  in  the  Senate  a  bill  which  should  prohibit  the  use 
of  the  mails  to  such  corporations.  At  the  request  of  that  com- 
mittee I  introduced  the  bill  and  it  was  referred  to  the  Committee 
on  Postoffices  and  Post  Eoads.  A  day  of  hearing  was  set  and 
the  fire  insurance  men  came  in  large  numbers,  important  men  in 
business,  to  protest  against  the  passage  of  that  bill ;  because  while 
the  design  of  it  was  to  protect  the  public  against  the  wrongs  per- 
petrated upon  them  by  the  class  of  companies  t«  which  I  have 
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alluded,  it  was  feared  tliat  it  could  not  be  put  into  operation  with- 
out the  honest  and  responsible  companies  suffering  at  the  same 
time.  And  the  result  of  it  was  that  the  Postoffice  Committee  took 
no  action  whatever,  or  at  any  rate  failed  to  report  it, 

Now,  if  we  had  a  national  department  it  could  cross  imaginary 
State  lines;  it  could  pursue  these  companies  wherever  they  go  to. 
I  was  told  by  the  insurance  men  and  Commissioners  that  it  is  the 
practice  of  some  of  these  worthless  companies  to  incorporate  in 
one  State,  but  never  to  issue  a  policy  in  the  State  of  its  incorpora- 
tion, so  that  they  cannot  be  reached  there  on  account  of  any  actual 
transaction,  but  go  into  another  State,  and  when  they  are  over- 
taken, they  take  up  their  effects  and  move  to  another  State;  and  so 
on,  and  on  and  on.  Now  one  benefit  could  be  that  the  National 
Government  could  reach  those  corporations  anywhere  that  they 
might  operate  outside  of  the  State  of  their  own  incorporation.       , 

But  perhaps — at  any  rate  it  seems  to  me — that  one  of  the  great- 
est advantages  to  come  from  a  national  department  would  be  the 
establishment  of  a  code  of  insurance  laws,  the  passage  of  a  code  of 
insurance  laws  which  would  be  uniform,  well-devised  and  persist- 
ent. One  of  the  great  evils  of  the  business  to-day  is  the  multiplic- 
ity of  insurance  codes,  which  we  have  in  the  different  States.  I 
do  not,  by  implication  in  any  remark  I  may  make  upon  this  sub- 
ject, mean  to  reflect  upon  the  honesty  of  any  legislatures  or  upon 
any  insurance  departments.  I  am  not  speaking  from  that  point 
of  view.  But  we  get  a  multiplicity  of  laws;  Massachusetts  has  one 
set;  New  York  has  another  set;  New  Jersey  has  a  different  set; 
California  has  still  another  set,  and  Louisiana  a  different  one  from 
any  of  them;  and  the  result  of  it  is  that  the  companies  do  not  know 
and  cannot  know  from  time  to  time  what  requirements  are  ex- 
pected of  them,  or  with  what  rules  and  regulations  and  laws  they 
must  comply.  We  have  had  in  a  very  recent  date  noted  litiga- 
tion in  one  of  our  States  upon  the  interpretation  of  a  statute  which 
had  been  in  force  I  think  for  twenty-five  years,  certainly  for  a 
long  time,  and  upon  which  a  certain  interpretation  had  been  given 
and  followed.  But  a  new  commissioner  comes  into  ofiice;  he 
reads  that  law  differently,  and  he  put  a  new  interpretation  upon 
that  law,  and  he  requires  the  company  to  comply  with  his  inter- 
pretation. The  result  of  it  is  the  companies^  at  great  expense  and 
trouble,  must  go  to  the  Courts  for  the  interpretation  of  a  law 
which  has  been  upon  the  Statute  books  for  many  years.  Now, 
the  diflicxxlties  which  have  been  recited  before  thig  Coirim;tt?9  from 
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time  to  time,  it  seems,  to  me,  largely  grow  out  of  this  very  condi- 
tion of  affairs.  It  has  been  proposed,  and  is  now  proposed  by 
some  gentlemen  interested  in  this  subject,  to  try  to  get  uniformity 
of  legislation  among  the  several  States.  How  long  has  the  effort 
been  made  to  get  uniformity  of  legislation  upon  the  question  of 
divorce,  for  instance!  Some  years  ago  the  insurance  commission- 
ers at  their  convention  appoined  a  committee  to  bring  about  this 
very  condition  of  things  —  uniformity  of  legislation.  Nothing 
ever  came  of  it.  We  are,  with  respect  to  insurance,  in  almost  the 
same  condition  that  we  were  vnth  respect  to  commerce  under  the 
old  Confederation,  and  the  evils  of  which,  more  than  any  othe^ 
influence,  contributed  to  the  adoption  of  our  present  Constitution. 

~Ko\Y,  these  things,  as  I  understand  the  case,  cannot,  from  a 
practical  standpoint,  be  cured  so  long  as  we  are  dependent  upon 
the  different  laws  of  fifty  different  legislative  bodies.  Men's 
minds  look  at  this  question  differently ;  what  one  man  may  think  is 
a  good  law,  another  man  thinks  is  a  bad  law,  and  so  it  goes  on. 
And  it  seems  to  me  that  it  is  hopeless  ever  to  expect  to  accomplish 
anything  that  will  bring  about  uniformity  and  persistency  so  that 
the  companies  may  know  what  they  have  to  comply  with  until  and 
unless  the  General  Government  can  establish  a  Federal  code. 

Q.  At  present  the  insurance  companies  are  somewhat  at  a  dis- 
advantage because  of  the  power  resident  in  insurance  commis- 
sioners of  different  States  to  revoke  their  license,  are  they  not? 
A.  Yes,  sir. 

Q.  How  general  is  it  that  the  insurance  commissioners  have  the 
power  to  revoke  the  license  of  a  corporation  ?  Is  it  in  most  of  the 
States  ?  A.  I  think  so,  at  any  rate  I  think  it  is  a  power  that  is 
claimed. 

Q.  Claimed  to  exist  ?    A.  Yes,  sir. 

Q.  The  insurance  companies  would  be  glad  to  get  rid  of  that 
power,  would  they  not  ?  A.  Undoubtedly  they  would,  although 
let  me  say  that  vsdth  regard  to  a  Federal  Department,  the  insurance 
companies  are  by  no  means  unanimous  in  their  views  upon  that 
subject. 

Q.  Of  course,  the  insurance  companies  would  remain  subject  to 
visitation  on  the  part  of  the  State  creating  them  respectively  ?  A. 
Undoubtedly. 

Q.  And  the  power  of  visitation  on  the  part  of  States  where  they 
may  do  business,  but  in  which  they  have  not  been  organized  or 
clinrtered,  is  regarded  as  sometliing  of  a  nuisance  ?    A,  Yes,  sir, 
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Q.  And  Federal  supervision  would,  Senator,  so  place  trans- 
actions outside  of  the  State  of  incorporation  on  your  theory  of  the 
power  of  Congress  to  provide  for  such  supervision,  in  one  bureau 
or  department  ?    A.  Yes,  sir. 

Q.  All  the  visitations  ?  A.  And  I  would  confer  on  that  depart- 
ment absolute  power  or  sufficient  power  to  investigate  with  the 
utmost  thoroughness  and  to  give  the  utmost  publicity  to  the  affairs 
of  any  company  doing  interstate  insurance. 

Q.  Do  you  think  that  would  tend  to  minimize  the  inquisition  to 
which  insurance  companies  are  subject  ?  A.  I  think  it  would  tend 
to  put  a  far  more  effective  supervision;  in  many  of  the  States 
where  they  have  none  or  perhaps  very  few  insurance  companies — 
they  do-  not,  I  suppose,  feel  justified  in  going  to  the  expense  of 
maintaining  a  department  thoroughly  equipped  for  examination ; 
the  burden  upon  the  State  would  be  such  that  it  probably  would 
not  be  tolerated.  Now,  with  a  general  department  under  the  gov- 
ernment, a  department  thoroughly  equipped  with  experts  and 
trained  men,  could  be  maintained,  and  I  can  see  no  advantage  in 
seeing  fifty  different  departments,  if  you  please,  travel  over  the 
same  road  which  may  be  gained  more  thoroughly  and  better  by  one 
department  thoroughly  organized  and  equipped  for  the  purpose. 

Q.  Isn't  the  main  motive.  Senator,  the  fact  that  you  want,  for 
example,  to  do  business  in  New  York  or  Wisconsin  without  any 
power  on  the  part  of  New  York  or  Wisconsin  to  say  you  nay? 
A.  I  should  leave  with  the  Federal  Government  the  power  to  say 
whether  we  were  entitled  to  do  business  in  any  of  the  States  out- 
side of  the  State  in  which  we  were  incorporated. 

Q.  All  that  is,  of  course,  entirely  apart  from  the  legal  question 
which  you  first  mentioned  ?    A.  Yes,  sir. 

Q.  Now,  so  far  as  the  matter  of  uniformity  in  legislation  is 
concerned,  the  difficulties  of  which  you  speak  are  not  confined  to 
insurance;  the  embarrassments  sometimes  occasioned  by  con- 
trariety of  legislation  is  felt  in  a  good  many  departments  of 
life — you  recognize  that?  A.  That  is  undoubtedly  true,  Mr. 
Hughes,  but  insurance  in  its  very  nature  is  different  from  that  of 
the  ordinary  corporation.  An  ordinary  corporation,  not  a  com- 
mercial enterprise,  its  affairs  may  be  brought  to  an  end  speedily, 
and  without  long  delay,  but  a  life  insurance  corporation  in  par- 
ticular makes  contracts  which  extend  far  into  the  future;  there- 
fore, it  becomes  necessary  to  supervise  carefully  and  thoroughly 
the  business  of  a  life  insurance  company,  to  protect  the  public. 
Our  American  public  have  been  educated  up  to  such  supervision 
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by  our  State  departments,  and  I  am  satisfied  they  would  never  be 
content  with  anything  else.  Now,  in  Great  Britain  there  hardly 
is  any  supervision.  All  that  is  required  under  the  Act  of  Parlia- 
ment is  that  the  companies  shall  file  certain  schedules  with  the 
Board  of  Trade  of  London,  and  they  may  value  their  policies,  as  I 
understand  it,  upon  any  basis  that  the  company  chooses  to  adapt, 
but  the  basis  must  be  stated. 

Q.  Provided  that  the  public  may  know  what  it  is?  A.  So  that 
the  public  may  know.  I  do  not  think  our  American  public  would 
be  satisfied  with  that,  and  we  must  have  supervision. 

Q.  But,  of  course,  the  State  is  in  a  position  to  effectively  su- 
pervise if  it  chooses  the  corporations  doing  business  within  its 
borders?  A.  Yes,  but  why  should  we  have  fifty  different  States 
going  over  and  doing  the  same  work,  provided  every  one  of  them 
does  its  work  properly  and  thoroughly? 

Q.  -You  think  there  is  an  excess  of  supervision  now  required? 
A.  Yes. 

Q.  You  have  stated  your  views  very  fully;  I  am  much  obliged 
to  you.  Does  the  Prudential  do  business  in  foreign  countries? 
A.  'No,  sir,  we  do  no  business  outside  of  the  jurisdiction  of  the 
United  States. 

Q.  In  your  judgment  is  it  of  advantage  to  American  compa- 
nies to  do  business  abroad?  A.  Well,  an  expression  of  opinion 
might  be  construed  as  a  reflection  upon  other  companies  which 
have  pursued  that  policy.  I  would  rather  confine  my  statement 
to  the  fact  that  we  have  never  adopted  it;  we  do  not  do  business 
anywhere  outside. 

Q.  You  speak  of  the  importance  of  the  protection  of  such  com- 
panies as  do  business  abroad.  If  you  have  an  opinion  on  the  sub- 
ject that  you  care  to  express  why  we  should  be  glad  to  have  it? 
A.  We  have  not  though  it  wise  for  our  company  to  extend  its 
operations  beyond  the  jurisdiction  of  the  United  States,  but  some 
companies  have  done  so,  and  I  speak  only  of  the  protection  that 
might  be  afforded  to  such  companies. 

Q.  Have  you  an  opinion  upon  the  question  of  the  extent  to 
which  insurance  companies  should  be  permitted  to  add  to  their 
business?  A.  I  have  given  some  thought  to  that  subject,  and  it 
is  not  entirely  free  from  difficulty.  Supposing  a  law  was  to  be 
passed,  limiting  the  amount  of  insurance,  for  instance,  that  might 
be  carried  by  any  company  to  two  billions  of  dollars.  ISTow,  T 
take  it  the  object  of  such  a  law  would  be  to  prevent  the  aggrega- 
tion and  accumulation  of  a  very  large  amount  of  money  in  the 
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hands  of  a  few  men  in  order  to  prevent  an  improper  use  of  their 
influence  through  the  control  of  that  money.  IsTow,  supposing  the 
case  of  a  company  that  reached  the  limit;  it  has  an  organization 
which  has  cost  that  company  many  millions  of  dollars  to  create. 
Is  it  reasonable  to  suppose  that  if  the  company  had  reached  its  limit 
under  such  a  law  they  would  allow  such  a  valuable  organization 
which  is  an  asset  of  the  company  to  be  disintegrated  and  de- 
stroyed? 

True,  they  could  not  write  any  more  business  under  the  charter 
of  that  company.  What  is  to  prevent  from  organizing  a  new 
company  and  using  that  same  organization  and  force? 

Q.  Well,  do  you  think  it  is  of  an  advantage  to  have  a  distribu- 
tion of  units,  or  do  you  think  it  is  of  an  advantage  to  go  on  in- 
definitely piling  up  accumulations  in  one  treasury?  A.  I  have 
grave  doubts  upon  the  wisdom  of  going  on  indefinitely.  I  only 
speak  of  the  possible  outcomes.  Personally  I  do  not  think  1  would 
object  to  a  reasonable  limitation.  I  would  not  like  to  see  a  limita- 
tion which  would  be  unfair  in  the  treatment  of  the  various  com- 
panies in  this  respect,  that  some  of  them  have  gotten  now  away 
ahead  of  the  other  companies,  and  that  the  companies  who  have 
not  reached  that  limit  should  be  cut  off  with  what  they  have  now, 
while  the  other  companies  should  be  allowed  to  retain  what  they 
have. 

BY  ME.  COX: 

Q.  There  have  been  three  distinct  limitations  suggested,  one 
being  a  territorial  limit  which  might  confine  companies,  for  in- 
stance, to  the  Unitfed  States;, another  to  the  annual  amount  of  busi- 
ness which  they  might  be  permitted  to  write;  and  third,  the  gross 
amount  of  business  which  they  might  attain.  Have  you  any  sug- 
gestions to  make  with  reference  to  those  three  methods,  or  any 
others?  A.  I  would  hardly  like  to  do  that,  Mr.  Cox.  I  have  not 
given  the  matter  sufficient  consideration. 

^  MB.  HUGHES:   I  will  offer  in  evidence  Exhibit  681  for  iden- 
tification containing  the  rates  of  industrial  policies. 

(Paper  marked  Exhibit  681.) 

MK.  HUGHES:  I  will  mark  for  identification  the  schedule  of 
legal  expenses  furnished  by  the  Prudential. 

(Paper  marked  Exhibit  694  for  identification.) 
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MR.  HUGHES:  I  will  niai'k  for  identification  the  record  for 
monthly  balances  in  banks  and  trust  companies  furnished  by  the 
Prudential. 

(Statement  marked  Exhibit  695  for  identification.) 

HALEY  EISXE  resumed. 

BY  ME.  HUGHES: 

Q.  Evidence  has  been  submitted  here,  Mr.  Fiske,  that  the  Pru- 
dential placed  in  the  hands  of  the  Metropolitan  a  certain  amount 
as  a  contribution  to  expenses  in  connection  with  legislation,  and 
also  that  the  John  Hancock  contributed  a  certain  amount,  I  under- 
stand, the  contributions  being  two-fifths  from  the  Prudential,  one- 
fifth  from  the  John  Hancock,  which,  together  with  two-fifths  from 
the  Metropolitan,  made  up  the  fund  for  use  in  that  matter?  A. 
That  is  not  quite  accurate. 

Q.  State  what  was  done  with  the  moneys?  A.  That  is  not  the 
way  it  was  done  at  all.  At  the  end  of  the  year  1  make  up  a  state- 
ment of  what  I  have  expended  for  legal  expenses  in  which  those 
companies  are  interested,  excluding  the  State  of  ISTew  York,  as  to 
which  we  never  received  a  contribution  from  either  of  the  other 
companies,  and  the  actual  expenses  incurred  were  divided  in  the 
proportion  that  you  have  named,  and  the  amounts  paid  by  each  of 
those  companies  to  me. 

Q.  When  you  were  on  the  stand  before,  you  stated,  if  I  recall 
correctly,  what  the  Metropolitan  had  disbursed?     A.  Yes. 

Q.  What  was  done  with  the  moneys  placed  in  the  possession  of 
the  Metropolitan  by  the  John  Hancock  and  Prudential?  A.  Why, 
if  you  add  the  three  together  you  will  get  the  total  amount  of  legal 
expenses  paid  on  behalf  of  all  three  companies,  in  the  legislative 
matters  to  which  you  directed  my  attention. 

Q.  Then  payments  were  made  in  connection  with  the  same  mat- 
ters that  you  refer  to?     A.  Exactly  the  same  matters. 

Q.  And  to  the  same  persons?     A.  And  to  the  same  persons. 

Q.  And  do  the  statements  that  you  have  given  account  for  two- 
fifths  of  the  total  paid?  A.  That  would  be  entirely  accurate, 
because,  as  I  say,  in  that  we  are  not  shared  at  all.  As  to  all  pay- 
ments in  New  York  the  total  amount  paid  by  the  Metropolitan 
was  the  total  amount  paid  by  all  the  companies.  Then  take  the 
Dominion  of  Canada.  The  amounts  we  paid  in  Canada,  for  in- 
ctance,  were  not  contributed  to  by  either  of  the  other  companies. 
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I  til  ink  there  may  have  been  one  or  tAvo  other  States  in  which  I  did 
not  ask  any  contributions  from  either  of  the  other  companies,  so 
that  it  would  not  be  accurate  to  iay  that  the  amounts  given  to  you 
Avere  two-fifths  of  the  total;  they  would  be  more  than  two-fifths  of 
the  total. 

Q.  Did  you  make  any  payments  to  any  other  persons  or  in  con- 
nection with  any  other  matter  of  legislation  out  of  the  moneys 
received  from  the  Prudential  or  the  John  Hancock  than  those  per- 
sons and  those  matters  you  testified  to  in  connection  with  the  Metro- 
politan,? A.  ISTot  at  all.  I  took  a  lawyer's  bill,  for  instance,  and 
divided  it  into  five  parts,  and  two  parts  were  paid  by  the  Metropoli- 
tan, two  by  the  Prudential  and  one  by  the  Hancock. 

Q.  Did  you  mention  the  effort  to  prevent  legislation  in  Penn- 
sylvania against  child  insurance  when  you  were  on  the  stand  be- 
fore ?     A.  I  doU't  remember  that  I  did. 

Q.  Did  you  have  anything  to  do  with  it  ?  A.  I  did,  indeed.  I 
had  full  charge  of  it. 

Q.  When  was  that?     A.  1897. 

Q.  What  was  the  nature  of  the  threatened  legislation?  A. 
There  was  a  bill  to  prevent  child  insurance  under  a  certain  age, 
the  amou.nt  of  which  I  have  forgotten,  but  I  fought  that  bill  success- 
fully. 

Q.  And  who  represented  you  in  that  matter  ?  A.  I  don't  know 
that  I  can  say  that  anybody  did.     I  was  there  personally. 

Q.  What  amounts  of  money  were  expended  ?  A.  Well,  I  have 
given  you  the  amount  of  expenses  in  1897  which  would  cover  it, 
except  that  they  might  not  and  ]irobab]y  do  not  cover  my  own  hotel 
bills  and  traveling  expenses  and  that  of  some  of  my  clerks,  but  all 
compensation  paid  to  anybody  was  included  in  the  amount  that  I 
gave  to  you. 

Q.'  Do  you  remember  what  would  cover  the  amount  of  your  dis- 
bursements in  Pennsylvania  ?  A.  You  mean  including  traveling 
expenses  and  all  that? 

Q.  Yes.     A.  I  could  not ;  it  was  not  a  very  great  sum. 

Q.  What  would  be  the  maximum  ?  A.  Have  you  got  the  amount 
given  to  you  ? 

Q.  Not  at  hand.  A.  Well,  I  Avould  be  surprised  should  it  ex- 
ceed $5,000,  and  yet  it  may  have.  It  Was  quite  a  long  fight.  I 
was  in  Philadelphia  altogether  perhaps  a  month  or  so.  I  remem- 
ber that  I  did  employ  Mr.  W.  K.  Jennings  our  regular  counsel  in 
Pittsburg  to  interest  himself  about  it.     I  am  under  the  impression 
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that  I  consulted  Mr.  Dickson,  of  Philadelphia,  who  was  our  regu- 
lar counsel  there.  I  am  not  so  clear  ahout  Mr.  Dickson  until  a 
later  stage  of  the  performance  when  there  was  a  legislative  investi- 
gation, and  I  know  Mr.  Dickson  represented  us  on  that,  so  I  am 
not  entirely  dear. 

Q.  That  was  the  same  year  ?  A.  That  was  concerning  this  same 
fight. 

Q.  In  regard  to  which  you  had  the  disbursements  you  have  men- 
tioned? A.  No.  The  disbursements  that  I  mentioned  then  that 
would  include  Mr.  Dickson's  bill. 

Q.  Did  any  part  of  it  go  to  any  legislator  ?     A.  Not  at  all. 

Q.  Or  to  any  lobbyist  ?     A.  No,  certainly  not. 

Q.  I  find  in  the  sche  Jule  of  purchase  an  item  under  date  of  Feb- 
ruary 27,  1905,  of  $333,300  in  par  value  of  Lake  Shore  and  Michi- 
gan Southern  Railway  Company  stock  bought  from  C.  P.  Butler 
&  Brother  at  350,  or  for  $1,166,550,  and  on  February  9,  two  days 
later,  $5,000  in  par  value  of  thfe  same  stock  bought  from  Vermilye 
&  Company  at  300  for  $15,006.25.  Do  you  recall  those  trans- 
actions ?  A.  I  only  recall  them  because  they  have  been  brought  to 
my  attention  within  a  week  or  so.  I  did  not  know  anything  about 
them  at  the  time,  but  I  have  been  informed  about  it  within  a  week 
or  two  weeks. 

Q.  Do  you  know  what  the  explanation  is  of  the  purchase  from 
C.  P.  Butler  &  Brother  at  350  and  then  two  days  later  at  300  from 
Yermilye?  A.  The  explanation  given  to  me  is  that  that  stock 
could  not  be  bought  in  the  open  market  except  in  very  moderate 
quantities  at  varying  prices;  that  it  was  a  good  stock  to  purchase 
for  investment  arid  holding ;  that  there  was  a  considerable  block  of 
the  stock  which  represents  the  purchase  made  from  Butler  &  Com- 
pany in  the  hands  of  one  firm,  that  that  could  probably  be  got  and 
that  they  had  refused  325,  and  it  was  not  known  how  much  more 
would  be  asked  by  them.  The  matter  was  brought  before  the 
Finance  Committee,  whose  minutes  I  have  looked  at  within  a  week 
or  two,  and  I  find  there  a  minute  that  Mr.  William  A.  Read  ap- 
peared before  the  committee  and  told  about  this  stock,  advised  its 
purchase,  and  that  the  committee  resolved  that  Mr.  Read  be 
<i-iven  authority  to  purchase  —  well  —  several  thousand  shares  — 
I  have  forgotten  the  number  —  is  it  there  ? 

Q.  Yes.  A.  At  a  price  not  exceeding  three  hundred  and  fifty. 
Isn't  it  over  four  thousand  shares  ?  That  would  be  three  thou- 
sand three  hundred  and  eighty  shares. 
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Q.  Three  thousand  three  hundred  and  thirty-three  shares.  A. 
I  had  a  notion  it  was  ahont  four  thousand  shares. 

Q.  Didn't  Yermilye  &  Co.  buy  five  hundred  shares  of  the 
stock  at  320,  and  the  same  date  sell  George  P.  Butler  &  Brother, 
at  340,  and  on  the  same  day,  did  George  P.  Butler  &  Brother 
sell  the  shares  I  have  mentioned  to  the  Metropolitan  at  350  ?  A. 
I  don't  know  that  to  be  the  fact,  and  this  is  the  first  I  have  heard 
of  it.  I  have  understood  on  making  inquiry  that  the  old  firm  of 
Vermilye  &  Co.  had  held  that  stock  for  a  long  while;  that  on 
the  dissolution  of  the  firm  it  was  divided  into  two  parts,  Mr. 
Read  taking  his  and  his  late  partner  keeping  the  rest;  that  Mr. 
Read  refused  to  sell  his  stock  at  any  price;  that  he  still  has  it, 
and  has  increased  his  holdings,  but  that  Mackey  and  his  partners 
were  willing  to  sell  at  some  price  the  stock  which  belonged  to 
them  in  the  distribution;  that  Mr.  Read  effected  a  purchase 
through  George  P.  Butler  &  Co.,  and  that  the  bill  was  sent  to 
us  for  350,  and  we  paid  it  without  any  knowledge  at  all  of  what 
George  P.  Butler  paid  for  it. 

Q.  Or  that  George  P.  Butler  had  bought  the  same  day  from 
Vermilye  &  Co.  at  340?  A.  Not  at  all;  we  did  not  know  what 
he  paid  for  it;  but  we  assume  from  the  terms  of  the  resolution  of 
authority  given  to  Mr.  Read  that  he  would  have  got  it  as  cheap 
as  he  could,  we  authorizing  him  to  buy  it  at  not  exceeding  350, 
and  we  supposed  he  had  to  pay  350  for  it,  less  any  usual  com- 
mission. 

Q.  Do  you  know  whether  Mr.  Read  got  any  from  George  P. 
Butler  &  Co.  as  the  result  of  that  transaction?  A.  "Well,  I  did 
not  know  it  until  within  a  week  or  two,  nor  did  anybody  con- 
nected with  the  Metropolitan  know  it,  but  this  story  having  got 
around,  came  to  us,  and  we  made  inquiry  and  we  now  find,  or 
are  informed,  that  Mr.  Butler  bought  it  at  340,  and  the  difference 
between  340  and  350  was  divided  between  him  and  Mr.  Read; 
and  we  have  called  Mr.  Read's  attention  to  the  fact,  but  he  justi- 
fies it  and  says  he  will  be  very  glad  to  explain  it. 

Q.  Was  it  Mr.  Read  who  brought  to  the  Metropolitan  the 
proposition  to  buy  from  Butler  ?  A.  No,  not  from  Butler  —  buy 
the  stock  which  Vermilye  —  belonged  to  Vermilye  &  Co.,  and 
which  was  held  at  the  dissolution  by  Mr.  Read's  former  partners. 

Q.  This  was  in  February,  1905  ?  A.  Yes,  but  the  dissolution 
had  been  agreed  upon,  and  the  division  of  the  assets  was  being 
made,  and  Mr.  Read  kept  his  share  of  that  stock  and  his  partners 
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kept  their  share,  and  it  was  their  share  only  that  his  purchase 
was  made,  Mr.  Head  keeping  his. 

Q.  In  other  words,  the  share  was  3,333  shares?  A.  Yes,  sir, 
that  is  as  I  understand  it. 

Q.  And  it  was  through  Mr.  Eead  that  the  purchase  of  that 
amount  by  the  Metropolitan  from  Butler  &  Brother  was  nego- 
tiated ?    A.  It  turns  out  now  to  be  so. 

Q.  At  350?    A.  Yes,  sir. 

Q.  And  the  firm  of  Yermilye  &  Co.  had  sold  a  total  of  five 
hundred  shares?  A.  No,  total  three  thousand  three  hundred 
shares. 

Q.  Well,  3,333  shares  to  Butler  for  340  the  same  day?  A. 
We  find  it  out  now,  but  we  didn't  know  it  then. 

Q.  That  is  a  fact  ?    A.  Found  that  out  within  two  weeks. 

Q.  Now,  the  market  value  at  that  time  was  not  350  or  340, 
was  it  ?    A.  We  think  it  was,  sir,  for  a  large  block. 

Q.  The  quotation  shows  it  to  be  considerably  less?  A.  Yes, 
but  for  small  amounts  at  odd  times;  it  was  not  a  stock  dealt  in. 

Q.  There  were  no  quotations  in  excess  of  320?  A.  I  am  not 
certain  that  is  so,  I  think  I  did  hear  of  sales  above  that.  I  under- 
stand that  it  is  now  at  400. 

Q.  I  am  informed  of  a  quotation  on  February  6th  of  five  hun- 
dred shares  at  320.  A.  I  have  heard  of  that  quotation,  but  I 
am  told  that  it  is  not  the  stock  that  could  be  got  ordinarily,  ex- 
cept by  going  after  it,  and  negotiating  for  each  block  of  the 
stock;  and  I  am  also  informed  that  four  hundred  has  recently 
been  offered  for  all  of  that  holding,  and  we  have  declined  to  part 
with  it  at  that  price.  I  want  to  make  it  perfectly  clear  that  we 
did  not  know  of  the  profit  made  by  Butler  &  Eead.  We  have 
told  Mr.  Eead  that  we  do  not  think  that  five  dollars  a  share  be- 
longs to  him. 

Q.  Do  you  think  it  belongs  to  the  Metropolitan?  A.  I  do, 
less  a  proper  commission  for  his  services  in  making  the  purchase. 
He,  however,  does  not  agree  with  me. 

Q.  He  has  the  money    A.  He  has  the  money. 

Q.  With  whom  did  the  transaction  take  place,  that  is,  with 
whom  did  Mr.  Eead  deal  ?    A.  He  says  he  dealt  with  Butler. 

Q.  I  mean  on  the  Metropolitan  side?  A.  The  Finance  Com- 
mittee.   He  met  the  whole  commit  tee. 

Q.  He  met  the  whole  committee  in  that  transaction  ?  A.  Yes, 
siy,  and  they  passed  the  resolution  that  I  have  told  you  about. 
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Q.  We  have  had  under  consideration,  Mr.  Fiske,  tjje  question 
of  lapses  in  industrial  insurance.  It  has  been  pretty  clearly 
brought  out,  and  is  sufficiently  obvious  that  it  would  be  a  grpat 
deal  better  for  a  company  if  the  policyholders  continue  to  pay 
premiums  at  the  rate  at  which  they  are  established;  but  as  it 
stands,  there  is  considerable  received  by  the  company  for  which 
it  gives  no  return  by  reasAi  of  the  lapses.  Is^ow,  what  ratio  of 
lapses  has  the  Metropolitan?  Have  you  furtjier,  infoj-naation  on 
that  than  you  had  when  your  company  was  under  examination 
here  ?  A.  Well,  I  have  prepared  a  very  brief  statement  on  lapses, 
which  covers  that  point,  and  I  think  I  can  save  time  if  I  read 
an  answer  to  that  question. 

From  the  numbers  and  ratios  of  cancellations  whiph  have  been 
put  in  evidence  under  the  name  of  lapses  I  fear  the  impression 
will  prevail  that  the  company  is  making  large  profits  out  of 
the  lapses.  The  exact  contrary  is  the  fact,  lapses  are  a  great 
soxirce  of  loss  to  the  company.  If  there  were  no  lapses  we  coiald 
increase  our  benefit  for  the  same  premiuin  pi:obably  25  per  cent.; 
for  the  expense  of  the  business  would  be  extremely  low,  and  the 
mortality  would  also  drop  down,  inasmuch  as  we  undoubtedly 
have  the  selection  made  against  us  in  the  matter  of  lapses. 

Q.  You  mean  by  that  that  the  lapses  are  of  better  lives?  A. 
Yes,  sir,  more  apt  to  be.  In  brief,  the  lapses  ^re  a  very  con- 
siderable source  of  expense.  For  instance  our  contrapt  with  our 
agents  is  to  pay  for  increase  a  special  salary  of  15  times  the 
weekly  premium.  As  a  matter  of  fact  increase  costs  us  30  times. 
The  reason  is  very  largely  because  of  lapses,  which  operates  this 
way:  A  new  agent  comes  in,  takes  a  debit  and  begins  to  write 
business.  He  may  write  his  friends  and  neighbors  fii;st 
and  they  having  given  him  a  start  as  they  say,  stop  paying.  Or 
he  finds  that  the  friends  of  his  predecessor  agent  on  the  debit 
refuse  to  continue  with  him,  and  they  lap^e.  Ox  he  finds  that 
he  lacks  canvassing  ability  and  is  unable  to  write  enough  busi- 
ness to  cover  his  normal  lapses.  He  gets,  as  it  is  said,  "  below 
claiming."  That  means  that  he  gets  no  special  salary,  but  only 
ordinary  salary  or  collection  fees.  It  means  more  to  the  com- 
pany, namely,  that  there  is  still  a  sum  pf  money  represented  by 
lapses  which  will  have  to  be  made  up  by  writing  business  befo;ro 
special  salary  is  to  be  paid;  the  agent  gets  discouraged  and 
leaves;  a  new  agent  is  put  on;  under  his  contract  he  is  jipt 
obliged  to  make  up  the  amount  which  puts  his  predecessor  be- 
low claiming,  and  so  the  special  salary  which  the  company  pays 
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on  that  lapsed  business  is  lost  to  it  forever.     It  goes  to  increase 
the  expense  account. 

Q.  Now,  pardon  me,  that  increase  of  expense  is  taken  into 
consideration  by  you  in  adjusting  your  rates  and  the  beneiits 
you  give  in  consideration  of  certain  payments.  If  you  get  out 
despite  your  expenses  and  despite  the  great  mass  of  lapses  with 
a  continually  increasing  surplus  — — .  A.  I  do  not  think  our  sur 
plus  increases  any  faster  than  proper  business  judgment  compels 
us  to  increase  it.  Mr.  Hegeman  testified  that  we  have  kept  our 
surplus  down  to  10  per  cent,  of  our  assets.  I  think  that  was 
simply  a  safe  margin.  You  even  find  where  we  scarcely  added 
anything  to  surplus. 

Q.  You  say  that  the  business  is  lost  and  you  are  put  to  a 
certain  expense.  The  point  I  am  making  is  this,  that  while,  of 
course,  you  lose  by  not  getting  the  money  you  wojild  otherwise 
receive,  the  fact  is  you  have  discounted  those  expenses  in  mak- 
ing your  rates,  and  that  you  are  in  dollars  and  cents  a  constant 
gainer  on  the  lapsed  policies?  A.  ISTo,  sir^  no,  sir,  I  think  not. 
We  have  to  pay  twice  for  the  same  business  by  reason  of  the 
lapse. 

Q.  But  you  have  got  in  a  lot  of  money  and  you  give  no  re- 
turn? A.  We  have  not  got  in  as  much  money  as  we  have  paid 
out. 

Q.  If  that  were  so  the  lapses  would  cause  yoij,  with  reference 
to  the  policies,  an  actual  money  loss  ?  A.  They  do,  a  million  dol- 
lars in  a  year. 

Q.  You  mean  that  the  persons  who  lapse  have  cost  you  a  million 
dollars  more  than  the  money  that  they  have  paid  you?  A.  I 
mean  that  for  the  business  that  we  put  on  in  a  year  by  reason  of 
the  heavy  lapses  we  lose  a  million  dollars. 

Q.  That  is  on  your  whole  business?  A.  IsTo,  that  is  on  the 
new  business. 

Q.  IN'oW;  tell  me  so  that  we  will  not  have  mere  conjecture,  what 
amount  of  money  you  got  in  in  1904  from  the  new  industrial 
.  business  in  that  year  ?     A.  I  don't  know  that  I  have  that  state- 
ment. 

Q.  Amounts  to  about  $3,00.0,000  Mr.  Craig  says  ?    A.  Yes. 

Q.  Now,  what  amount  of  money  did  it  cost  you  to  put  tha,t 
business  on  the  books?  A.  Well,  I  would  have  to  find  out;  I 
don't  know. 

Q.  Well,  what  data  have  you  for  reaching  the  conclusion  that 
you  have  lost  a  million  dollars  by  lapsing?     A.  Why,  this  data 


3804r  Legislative  Insurance  Investigation. 

that  on  the  business  of  1904  when  we  have  reached  the  end  of 
the  year  and  taken  account  of  all  the  premiums  we  have  received, 
we  still  are  a  million  dollars  short  of  the  amount  we  ought  to 
have  on  hand  to  cover  our  liabilities  after  having  paid  expenses. 

Q.  You  got  in  last  year  iifty  million  of  dollars  all  told,  and  you 
paid  your  policyholders  sixteen  millions,  and  you  disbursed  up- 
wards of  nineteen  millions,  a  total  of  about  thirty-six  millions  and 
a  half.  ISTow,  then,  what  do  you  mean  by  saying  that  you  found 
that  you  were  a  million  dollars  short  of  what  you  should  have  ? 
A.  I  mean  of  the  business  of  the  issue  of  1904. 

Q.  Then  you  must  have  the  facts  pertaining  to  the  business 
available  —  segregated  ?  A.  I  have  a  table  in  which  I  have  fol- 
lowed through  the  experience  for  several  years  for  five  years 
thereafter. 

Q.  Is  that  before  us  here?  A.  Yes,  sir;  I  was  coming  to  that 
in  a  few  minutes  under  the  head  of  expenses,  but  it  is  there. 

Q.  Can  you  give  us  that?  A.  I  will  go  right  on  if  you  will 
allow  me  a  moment  or  two,  to  explain  just  what  I  do  mean  • — ■  it 
comei*  under  increased  expense  account.  The  business  so  lapsed 
is  comparatively  new  business,  and  has  never  paid  premiums 
enough  to  make  up  the  reserve  which  the  company  cancels ;  most 
of  it  has  not  paid  long  enough  to  cover  the  initial  expense,  and 
has  never  paid  anything  whatever  toward  the  reserve.  Yet  the 
company  has,  from  its  general  funds,  made  up  reserve  —  that  is, 
has  advanced  or  loaned  it.  The  loan  is  paid  only  by  the  release 
of  liability. 

Q.  Now,  excuse  me  a  minute.  ISIbw,  on  your  first  year's  in- 
dustrial business,  business  written  in  1904,  what  reserve  did  you 
have  to  put  up?  A.  My  recollection  is  —  I  will  come  right  to 
that  —  I  will  give  you  the  amount  later. 

Q.  Go  ahead  —  all  right.  A.  ISTever  having  been  received  in 
cash  the  amount  never  can  be  a  profit.  The  loss  comes  from  the 
expense  incurred  in  putting  on  the  books  of  lapsed  policies.  If 
they  remained  in  force  long  enough  to  pay  these  expenses  and 
make  up  the  reserve  in  whole  or  in  part  the  reserve  so  cancelled 
would  be  a  profit  if  not  returned  in  some  way  to  the  insured. 
But  this  is  not  the  case.  The  policies  lapsed  the  year  of  issue 
do  not  contribute  anything  to  the  reserve.  They  do  not  contribute 
enough  to  pay  the  expense  of  placing  them. 

We  are  requested,  if  possible,  to  state  the  amount  of  premiums 
received  from  industrial  policies  less  than  one  year  in  force.    We 
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find  it  would  be  rather  a  difficult  matter  to  make  a  computation 
on  all  policies  less  than  one  year  in  force,  because  the  amounts 
are  kept  by  calendar  years  rather  than  by  policy  years. 

We  find  in  1904,  tljere  were  5Y5,392  industrial  policies  lapsed 
of  the  issue  of  the  year  1904,  and  the  total  amount  of  premiums 
received  on  these  policies  amounted  to  $417,735. 

The  average  premium  per  cancelled  policy  was  12.004  cents, 
and  the  average  time  for  which  premiums  were  paid  on  cancelled 
policies  was  6.05  weeks.  This  gives  an  average  of  72.6  cents 
paid  per  policy.  The  average  initial  cost  of  new  business  during 
the  year  1904,  on  industrial  policies,  was  $2.07  per  policy,  so  that 
while  the  loss  per  policy,  from  a  policyholder's  point  of  view  who 
counts  as  his  loss  the  total  premiums  paid  without  taking  into 
account  the  value  of  the  insurance  he  has  received,  averaged  72.6 
cents,  the  actual  loss  to  the  company  averaged  $1,344,  or  a  total 
of  $773,326.84;  and  this  without  taking  account  of  the  cost  to  the 
company  of  carrying  the  insurance  during  the  time  it  was  in 
force,  which  amounted  to  the  average  sum  of  51.6  cents.  So  that 
the  net  loss  to  the  policyholder  by  the  breach  of  his  contract  was 
only  21  Cents,  while  the  loss  to  the  company  was  $1,344  plus  .516 
cents,  or  a  total  loss  of  $1.86  per  policy— in  all  $1,070,329. 

Lapses  in  industrial  insurance  are  entirely  a  different  thing 
from  lapses-  in  ordinary  insurance.  In  the  latter  case  the  policy- 
holder pays  at  least  a  quarter's  premium  —  thirteen  weeks.  In 
industrial  insurance  he  need  pay  but  one  when  he  lapses  —  in- 
deed, may  pay  none  at  all.  The  agent  secures  an  application,  but 
he  seldom  collects  a  premium  upon  it.  He  pays  it  to  the  company 
from  his  own  pocket.  When  he  comes  to  deliver  the  policy  the 
applicant  refuses  to  accept  it.  The  agent  holds  it  during  the 
grace  period  of  four  weeks  hoping  to  place  it.    He  fails. 

This  appears  on  our  books  as  a  lapsed  policy.  An  experienced 
field  man  tells  me  the  policies  reported  for  lapse  up  to  the  seventh 
month  of  issue  are  so  nearly  all  policies  of  this  description  that 
it  is  safe  to  count  them  all  "  not  taken  "  policies  and  not  lapsed 
policies. 

Q.  Pardon  me,  but  the  companies  had  the  money  although  it 
is  not  paid  the  assured.  A.  The  company  has  had  the  money, 
has  had  the  one  premium  of  ten  cents,  but  it  has  paid  out  a  great 
deal  more  to  the  agent  for  getting  that.  Making  a  liberal  allow- 
ance for  policies  on  which  the  policyholders  really  paid  a  premium, 
it  is  safe  to  say  that  over  20  per  cent,  of  the  lapses  reported  to 
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the  Insurance  Committee  are  of  this  character,  and  are  in  thti 
same  class  as  those  reported  by  the  ordinary  companies  as  "  not 
taken." 

Q.  Is  not  that  inaccurate  because  of  the  fact  that  in  every  cas^ 
the  policyholder  in  the  industrial  plan  —  I  mean  to  say  the  com- 
pany on  every  policy  in  the  industrial  plan,  at  least  receives  one 
payment  ?  A.  The  company  has  received  payment,  but  not  from 
the  policyholders. 

Q.  Well,  yes.  A.  Therefore  as  between  the  policyholder  and 
us,  I  think  it  should  be  taken  not  as  a  lapsed  policy,  but  as  a  not 
taken  policy. 

Q.  But  we  might  apply  the  old  clause  to  the  policy,  and  say 
that  for  that  purpose  the  agents  shall  be  deemed  the  agents  of  the 
insured  ?  A.  Yes,  but  by  paying  the  ten  cents  to  us  he  gets  much 
more  from  us.    He  gets  fifteen  times  on  it. 

THE  WITNESS :  A  typical  illustration  was  the  affair  in  the 
Massachusetts  Investigation  of  a  witness  for  the  bill  when  there 
were  fifteen  lapsed  policies  which  the  counsel  scattered  over  the 
room  as  the  woman  took  the  stand.  Here,  he  intimated,  was  a 
sample  of  the  feompany's  robbery.  It  was,  indeed.  I  cross-ex- 
amined the  witness  and  proved  that  these  policies  were  taken  out 
and  lapsed  within  one  year,  in  three  separate  groups  of  five  policies 
each  on  different  members  of  the  family.  That  each  time,  only  a 
few  weeks'  premiums  were  paid.  That  some  of  the  premiums  were 
loaned  to  her  by  the  agent.  That  shei  had  four  weeks'  grace  on 
each  policy,  which  multiplied  by  fifteen,  made  a  total  of  sixty 
weeks,  or  over  a  year;  and  that  consequently  she  had  got  her  in- 
surance exceedingly  cheap;  that  the  company  had  lost  the  expense 
of  placing  the  business  three  times,  and  that,  if  a  death  had  oc- 
curred among  any  of  the  five  persons  insured,  the  company  would 
have  been  heavily  mulcted.  The  total  amount  of  premiums  paid 
on  all  those  three  sets  was  $1.90.  The  woman  got  insurance  for 
nineteen  weeks  on  each  of  five  differeint  lives. 

The  lapses  in  industrial  insurance,  while  they  cause  -a  heavy 
loss  to  the  company,  do  n&t  usually  represent  an  inferior  clause  to 
the  insured.  Payments  are  weefkly,  and  the  policies  are  carried 
free  for  four  weeks  after  lapse ;  and  they  are  re-issued  upon  pay- 
ment of  a  single  week's  preiniujn.  The  loss,  therfefore,  is  not  like 
that  of  those  who  pay  annually.     On  the  infantile  table — 

Q.  Do  you  mean  that  after  four  weeks  of  arrears  a  policy  is 
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re-issued  or  revived  on  payment  of  a  single  week's  premium  ?  A. 
I  mean  in  many  cases  they  do  not  revive  them,  but  take  a  new 
policy,  and  then  pay  one  week,  and  the  others  stand  as  a  lapse, 
and  this  is  what  Senator  Dryden  meant,  I  think,  by  his  saying 
that  they  come  in  and  go  out.  The  same  man  will  take  several 
policies  of  insurance  and  will  save  money  by  not  paying  the  ar- 
rears.   He  has  had  four  weeks  of  grace,  and  takes  another  policy. 

Q.  Which  do  you  encourage,  the  re-iss\ie  or  revival?  A.  Re- 
vival, because  the  new  issue  costs  so  much. 

Q.  But  you  will  knowingly  take  a  man  who  had  lapsed  after  a 
few  weeks  as  a  new  risk  ?  A.  The  home  office,  would  not  if  it 
knew  it.  The  home  office,  I  think,  would  insist,  lest  under  pe^ 
culiar  ciroumstanees,  that  the  man  should  pay  his  arrears. 

BY  THE  CHAIRMAN": 

Q.  Your  argiiment  is  that  a  designing  person  by  timing  his 
taking  out  of  his  policy  appropriately  and  the  payment  of  ten 
separate  weekly  premiums  could  get  a  year's  insurance  ?  A. 
Yes,  this  woman  in  Massachusetts  did  just  this  thing.  On  the 
infantile  table  the  policy,  if  re-issued  is  for  the  same  amount  as 
the  policy  lapsed  would  have  called  for  at  the  age  of  re-issue — 

BY  MR.  HUGHES: 

Q.  Would  she  not  have  to  change  her  residence  and  move  out 
of  the  district  that  was  so  thoroughly  infected?  How  could  that 
happen  in  one  district  under  your  system  of  inspection  ?  A.  It 
could  only  happen  by  the  collusion  of  the  agent  or  change  of 
agents. 

Q.  The  assistant  superintendent  would  have  to  collude,  would 
he  not?  A.  ISTo,  he  would  hot  know  it  until  later,  or  might  never 
know  it.  We  cannot  know  it  here.  We  issue  thirty  thousand 
policies  a  "rt^eek,  and  it  is  quite  impossible  for  us  to  keep  any  rec  - 
ord  so  that  we  can  go  back  and  examine  each,  application  with 
reference  to  previous  insurance. 

On  the  Infantile  Table,  the  policy,  if  re-issued,  is  for  the  samii 
aihount  as  the  policy  lapsed  would  have  called  for  at  the  agt 
of  re-issue,  because  up  to  age  ten  the  amount  of  death  benefit 
increases  each  year;  so  that  the  only  loss  is  from  the  partial 
benefit  rule  for  the  initial  year.  On  the  adult  table  the  policy 
lapsing  diirihg  the  first  year  in  force  can  be  revived  at  any  time 
without  any  loss  to  the  insured ;  after  a  policy  has  been  in  force 
.a  year  it  may  be  revived  within  a  year  after  lapse  at  the  original 
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Here,  also,  is  no  loss  to  the  insured.  If  the  policy  has  been 
in  force  two  years  and  lapses,  the  premiums  will,  within  two 
years  thereafter,  be  loaned  by  the  company  if  the  applicant  wishej 
to  re-vive,  and  is  unable  to  pay  the  arrears.  Here,  therefore,  there 
is  no  loss  to  him.     If  not  revived 

Q.  That  is  assuming  he  revived  ?     A.  Yes. 

Q.  But  if  he  does  not  revive  there  is  a  loss  to  him  ?  A.  "Well, 
we  take  it  for  granted  that  he  will  look  after  his  own  interests. 
He  may  revive  and  not  pay  us  any  money. 

Q.  As  a  matter  of  fact  only  a  small  percentage  of  those  that 
lapse  do  revive  ?  A.  I  think  that  is  true,  I  think  the  percentages 
given  to  you  are  true. 

Q.  Sixteen  per  cent.,  as  I  remember  it  ?  A.  Yes,  sir.  My  be- 
lief is  that  the  remainder  of  them  take  new  insurance. 

Q.  "Well,  that  is  an  unverifiable  belief,  is  it  not  ?  A.  E"o,  it  is 
founded  on  information  received  from  the  field  force  and  general 
course  of  the  business.  Take,  for  instance,  the  City  of  Newark, 
Mr.  Hughes,  where  there  are  as  many  policies  in  force  as  amount 
to  the  entire  population  of  the  city ;  and  yet  each  year  the  Pru- 
dential and  Metropolitan  go  on  writing  just  as  much  business  as 
they  did  any  other  year.  Now,  you  have,  in  the  reason  of  things, 
to  know  that  the  same  people  issue  insurance  and  let  it  lapse,  or 
they  would  not  go  around. 

Q.  Or  cross  examine  the  statistician.  A.  Well — if  not  re- 
vived and  new  insurance  is  taken  the  amount  of  insurance  at  each 
advancing  year  is  very  little  less  than  the  preceding  year.  If  the 
policy  kept  in  force  until  it  is  entitled  to  be  surrendered  for  paid 
up  insurance,  the  holder  may  have  paid  up  insurance;  or  he  has 
the  alternative  privilege  of  extended  insurance,  by  which  the  full 
reserve  is  applied  to  the  payment  of  premiums  upon  a  new  policy 
issued  at  the  attained  age.  We  always  send  a  notice  to  the  policy- 
holder, who  is  entitled  to  paid  up  insurance,  telling  him  of  his 
rights.  For  a  long  time  we  have  been  issuing  about  900  paid  i;p 
policies  a  week,  which  nearly  covers  the  number  of  notices  sent. 
It  is  possible  that  nearly  every  one  who  is  entitled  to  a. paid  up 
policy  gets  it  or  accepts  the  alternative  concession.  I  believe,  as 
a  matter  of  fact,  it  more  than  covers  the  notices  sent  out. 

Q.  That  is  after  three  years  ?     A.  Yes,  five  years. 

Q.  And  that  only  applies  to  about  twenty-eight  or  thirty  per 
cent,  of  the  policy?  A.  Yes,  sir;  while  we  are  issuing,  the  fig- 
ures show  here,   $900  a  week  of  the  paid-up.     It  is  probable 
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that  nearly  every  one  who  is  entitled  to  a  paid-up  policy  gets  it 
or  accepts  the  alternative  concession.  If  he  elects  to  take  the 
extended  insurance,  he  can  begin  paying  again  when  the  period 
of  extension  lapses  and  thereby  lose  nothing  by  his  original 
lapse,  except  the  reduction  in  the  amount  of  the  policy,  owing 
to  his  increased  age  at  the  date  of  the  new  policy.  It  goes 
without  saying  that  in  all  these  cases  lapses  are  a  source  neither 
of  substantial  loss  to  the  insured  nor  of  any  great  gain  to  the 
company.  There  can  be  no  doubt  that  the  lapses  in  industrial 
policies  are  very  largely  by  those  who  subsequently  take  new 
insurance  suffering  no  loss  at  all  in  case  of  revival,  and  other- 
wise suffering  only  the  small  loss  arising  from  partial  benefits 
during  the  first  year  and  the  small  decrease  of  benefits  by  rea-^ 
son  of  advanced  age.  In  times  of  strikes  and  lock-outs,  the  poli- 
cies lapse  by  the  thousand,  and  come  back  again  after  the  trouble 
is  over.  In  cases  of  prolonged  strikes,  the  company  pays  death 
claims  on  policies  as  if  in  force,  and  revive  with  full  immediate 
benefit  when  work  is  resumed.  The  fact  is  there  are  many  who 
insure  and  lapse  and  reinsure,  according  to  their  disposition  of 
mind  and  their  resources,  with  no  loss  to  the  holders,  but  large 
loss  to  the  company,  which  is  put  to  the  expense  of  commission 
for  placing  the  business  and  the  large  expense  of  caring  for  it. 
After  three  years  the  business  is  quite  persistent,  so  that  the 
average  persistence  of  industrial  business  as  a  whole  compares 
very  favorably  with  annual  premium  business.  The  average 
duration 

Q.  How  can  you  say  that  in  the  face  of  such  facts  as  were 
read,  that  $864,000,000  of  new  business  had  been  written  in  the 
last  four  or  five  years  by  the  Prudential,  and  only  $285,000,000 
liad  remained,  whereas  on  the  ordinary  side  $450,000,000  had 
been  written  and  $267,000,000  had  remained.  A.  You  asked 
for  the  last  five  years,  and  I  had  the  curiosity  to  look  up  that, 
and  I  find  that  our  figures  are  almost  precisely  the  same  as  the 
Equitable  figures. 

Q.  Then  that  is  merely  a  special  instance  in  the  Prudential 
case? 

THE  CH AIRMAIL:  I  think  you  misunderstand.  I  under- 
stand Mr.  Fiske  to  say  that  after  this  great  lapse  rate  is  over, 
the  business  then  persists. 

]\rR.  HUGHES :   Yes,  he  does  say  that  but  then  he  goes  on  to 
pav  that  the  business  as  a  whole  compares  favorably  and  that  it 
120 
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was  that  last  -remark  to  which  I  addressed  my  criticism,  as  a 
whole,  because  it  was  as  a  whole  we  made  this  examination  or 
too^  this  comparison. 

THE  WITNESS :  I  say  it  does.  As  a  matter  of  fact  I  find 
that  the  figures  for  the  last  five  years  of  the  Equitable  and  Metro- 
politan were  almost  precisely  the  same  as  to  the  amount  of  insur- 
ance issued  and  the  amount  of  insurance  in  force. 

Q.  Which  do  you,  take,  ordinary  or  industrial,  or  both?  A. 
Industrial  Metropolitan. 

EY  THE  OHAIEMAN: 

Q.  Don't  you  know  there  was  a  very  abnormal  rate  of  lapse 
in  the  Equitable  in  the  last  four  or  five  years,  amounting  to 
sixty  per  cent.,  and  that  was  higher  than  any  other  company  in 
the  field?     A.  This  was  prior  to  this  year. 
"Q.  This  was  prior  to  this  year?     A.  Prior  to  the  trouble. 

Q.  Eor  the  whole  past  five  years? 

ME.  HUGHES :  Before  1905. 

THE  WITNESS:  The  five  years  ended  in  1904.  Then  I 
fhini  I  took  into  consideration  there  were,  so  long  as  I  have  been 
in  the  business,  there  is  a  tradition  that  the  average  length  of 
time  of  policies  in  force  in  the  ordinary  company  is  about  seven 
}ears.     I  think  ours  are  six  and  two-tenth  years. 

Q.  You  were  just  about  ready  to  state  that.  It  is  in  the  next 
paragraph.  A.  The  average  duration  of  the  largest  English  com- 
panies is  ten  and  three-fourth  years,  and  that  of  our  policies,  we 
have  been  in  business  only  about  half  as  many  years,  over  six 
and  one-half  years. 

Q.  My  point  is  you  could  not  say  if  you  take  the  Prudential 
experience  as  a  type,  that  the  persistence  of  industrial  policies 
compared  favorably  with  ordinary  business,  for  there  it  appears 
to  be  about  haH  as  favorable.  A.  I  think  you  took  the  Mutual 
Benefit. 

Q.  ISTo,  that  is  another  case.  I  took  the  Prudential  without 
comparing  it  with  anything  but  its  own  record.  A.  Oh,  with  its 
own  ordinary  business? 

Q.   Yes. 

Mr.  Craig  states  that  it  is  his  impression  it  is  on  a  paid  for 
business. 
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ME.  HUGHES:  That  is  what  I  supposed.  Just  like  the 
Industrial. 

THE  WITNESS:    Then,  Mr.  Hughes,  my  belief  is  that  you 

do  not  make  a  proper  allowance  in  industrial  business,  because  I 

think  I  have  already  shown  that  about  twenty  per  cent,  of  ours 

ought  to  be  taken  as  not-taken  policies,  and  that  would  modify  the 

,  iigures  very  much. 

We  do  all  we  can  to  prevent  lapses.  Our  agency  compensation 
is  based  upon  increase  of  debit,  so  that  the  agents  shall  have  a 
pecuniary  interest  to  prevent  lapses.  (The  agent  is  exempted 
from  a  charge  for  lapse  in  case  of  death,  surrender  for  paid-up, 
and  surrender  for  an  ordinary  policy  for  a  minimum  of  $1,000.) 
Our  bonuses  are  based  on  increase.  We  have  given  prizes  based 
on  saving  lapses.  Realizing  that  the  persistence  of  agents  re- 
duces lapses  we  increase  an  agent's  copipensation  according  to  his 
length  of  continuous  service  rising  from  two  to  ten  years  and  base 
the  extra  compensation  upon  increase.  We  urge  the  saving  of 
lapsing  in  our  instruction  book  (see  pp.  10,  11  and  12).  We  urge 
it  upon  the  agents  in  the  bulletins  and  by  addresses;  we  urge  it 
upon  the  policyholders  in  our  issue  of  the  Metropolitan  (of  which 
we  print  over  four  million  copies  bi-monthly  in  three  languages 
besides  300,000  tri-monthly  in  seven  other  languages)  and  in  the 
premium  receipt  book  one  of  our  rules  for  assistant  superintendents 
reads  as  follows : 

"  It  is  the  duty  of  the  assistant  superintendent  to  visit  the 
li older  of  every  policy  entered  by  the  agent  on  a  lapsed  schedule 
and  tiy  to  save  the  business."  We  offered  prizes  to  superintend- 
ents based  upon  persistence  of  business. 

The  lapsed  ratio  is  decreasing.  In  1898  of  the  business  issued 
on  a  given  date  38  per  cent,  lapsed  in  three  months;  sixty  per  cent, 
in  a  year.  The  percentage  is  shown  in  our  letter,  to  the  Committee 
of  ISTovember  7th  of  34.4  for  three  months  as  againstr38  per  cent., 
51.46  in  a  year  as  against  60.  In  1898,  60  per  cent,  lapsed  in  a 
year  after  issue;  now  that  amount  only  lapses  in  three  years.  Our 
efforts  with  the  agents,  our  dividends  on  old  policies,  our  increase 
of  benefits  under  the  increasing  life  and  endowment  table,  our 
gain  in  length  of  service  of  agents,  all  we  believe  have  contributed 
to  this. 

To  provider  surrender  values  at  an  early  period  would  be  unjust 
to  the  company  and  the  persistent  policyholders.  Referring  to 
the  51  per  cent,  lapse  in  the  fixst  policy  year  the  Committee  asks  if 
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the  lapsed  policyholders  receiTed  anything.  Of  course  they  do  not 
receive  cash  surrender  values.  Most  of  them  reinsure  with  trifling 
loss.  No  ordinary  company  has  ever  paid  surrender  values  during 
the  first  two  years.  To  pay  surrender  values  during  this  period 
would  be  to  take  the  money  of  the  persistent  policyholders  and  pay 
it  to  the  lapsed  policyholders  who  have  made  no  contributions  to  the 
fund.  This  would  put  a  premium  on  lapsing.  A  policy  contract 
has  two  parties,  and  the  man  who  stops  paying  breaks  it.  He  ought 
not  to  benefit  by  it.  He  should  receive  only  what  belongs  to  him.. 
Elizur  Wright  long  ago  laid  down  the  principle  that  a  retiring  pol- 
icyholder should  contribute  to  the  expense  of  replacing  him  with  a 
new  risk.  He  ought  not  to  receive,  either  in  surrender  value  or  paid 
up  insurance  his  reserve  until  he  had  paid  premiums  long  enough 
to  cover  the  reserve.  Any  law  requiring  the  issue  of  paid-up 
policies  in  industrial  insurance  after  three  years  would  be  most 
unjust  The  following  figures  made  up  from  the  experience  of 
the  Metropolitan  show  that  five  years  is  as  early  a  period  for 
granting  paid-ups  as  is  just. 

INDUSTEIAL  EXPEEIEISTCE.     ISSUE  OF  1898. 

The  industrial  experience  of  the  issue  of  1898,  on  December 
31st,  1898,  the  fund  accumulated  was  a  minus  quantity  of 
$931,827. 

MK.  CEAIG :    That  is  of  the  issue  of  1898  ? 

THE  WITNESS :  That  is  of  the  issue  of  1898.  That  means 
that  we  had  not  accumulated  any  f^nds,  but  were  that  amount 
short  of  a  fund. 

THE  OHAIEMAN:  I  guess  we  had  .bettei;  postpone  the  joy 
of  hearing  your  paper  until  to-morrow  morning,  Mr.  Eiske.  It 
is  past  our  usual  time  for  adjournment.  The  Committee  will 
hold  meeting  immediately  after  the  adjournment. 

Adjourned  to  December  14th,  1905^  af  10.30  A.  M. 


ALDEEMANIO    CHAMBER, 

City  Hall,  New  Yoek  City. 

December  14,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

HALEY  EIS;KE,  resumed. 

BY  ME.  HUGHES: 

Q.  At  the  close  of  the  session  yesterday  you  were  about  to  give 
a  table  of  the  industrial  experience  of  your  company?  A.  Yes, 
sir. 

Q.  Will  you  present  those  facts?  A.  Yes,  sir;  I  start  there 
first  with  the  issue  of  1898,  and  on  the  31st  of  December  in  that 
year  the  fund  accumulated  shows  a  minus  quantity  above  $931,- 
827,  a  liability  of  $246,920,  making  a  Seficiency  on  the  issue  of 
that  year,  during  that  year,  of  $1,178,747. 

Q.  Now,  will  you  explain  what  you  meant  by  the  fund  accumu- 
lated showing  a  minus  quantity?  A.  I  mean  that  so  far  from 
accumulating  any  fund  towards  the  liability  we  were  short  of  any 
fiind  in  that  sum. 

Q.  And  that  means  that*  for  the  issue  of  1898  you  had  received 
in  moneys  $931,827  less  than  the  liability  as  calculated  upon  the 
policies  issued?    A.  JSTo,  sir,  $1,178,747  less. 

Q.  Yes,  making  a  deficit  in  the  accumulation  of  $931,827?  A. 
Yes,  sir.  Well,  not  quite  that.  It  means  that  we  had  a  liability 
of  $246,920;  we  had  not  on  hand  any  part  of  that  liability;  we 
had  $931,827  less  than  any  fund  on  hand.  Now  the  next  year, 
the  same  issue,  our  fund  accumulated  amoimted  to  $54,009.  Our 
liabilities  were  $951,816,  which  made  our  net  deficiency  $896,907. 

Q.  I  do  not  think  it  is  entirely  clear  yet,  Mr.  Eiske,  what  you 
mean  by  saying  that  for  the  year  you  had  less  than  any  fund  on 
hand  by  the  siim  of  $931,827.  How  do  you  arrive  at  those  fig- 
ures?   A.  We  had  spent  that  much  more  money  than  we  received. 

Q.  That  is,  expended  in  getting  the  business  ?    A.  Yes,  sir, 
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Q.  In  getting  the  business  for  that  year  ?  A.  Yes,  sir;  of  course, 
getting  and  carrying  the  business  and  paying  claims. 

Q.  Claims  arising  on  the  policies  of  that  year?  A.  That -is  it 
—I  mean  the  issue  of  that  year.  Following  that,  during  1900 
we  find  at  the  end  of  the  year  we  had  accumulated  a  fund  of 
$983,332;  that  our  liabilities  were  $1,920,151,  leaving  a  net  de- 
ficiency of  $936,819.  The  following  year,  1901,  at  the  end  of  the 
year  our  fund  had  grown  to  $1,859,744,  our  liabilities  were 
$2,632,738,  leaving  a  net  deficiency  of  $772,994.    The  next  year, 

1902,  at  the  end  of  the  year  the  fund  had  arisen  to  $2,856,191; 
our  liabilities  were  $3,387,211;  our  deficiency  was  $531,020.    In 

1903,  the  same  issue,  our  fund  had  accumulated  to  $3,568,010; 
our  liabilities  were  $3,939,974,  leaving  a  net  deficiency  of  $371,- 
964.  The  next  year,  1904,  at  the  end  of  the  year  our  fuhd  had 
reached  $4,418,433;  our  liabilities  were  $4,412,440,  and  we  had  a 
surplus  then  of  $5,993.  Take  the  issue  of  1899;  at  the  end  of 
1899  we  were  short  of  a  fund  $1,115,223;  our  liabilities  were 
$326,095  -  and    our    deficiency    the    sum    of    those    two    items, 

.$1,441,318. 

Q.  Withotit  giving  the  items  for  the  next  few  years  in  detail, 
you  might  state  the  results,  as  I  shall  put  this  table  on  the  record  ? 
A.  Very  well,  then.  The  table  shows  at  the  end  of  1904  we  still 
had  a  deficiency  of  $348,001.  Take  the  issue  of  1900;  at  the  end 
of  19.04  we  still  had  a  deficiency  of  $67,323. 

MK.  HUG-HES:  I  will  offer  the  table  of  the  witness  in  evi- 
dence. 

(Table  marked  Exhibit  No.  696.) 

THE  WITNESS:  These  tables  take  the  issues  of  the  last  three 
years  upon  which  we  have  five  years^  experience,  viz.:  1898, 
1899  and  1900.  The  first  column  showa  the  fund  we  had  accu- 
mulated from  the  premiums  toward  making  up  the  legal  re- 
serve. In  the  year  of  issue  this  fund  is  a  minus  quantity  repre- 
senting the  excess  of  cost  and  expense  in  the  first  year  over  the 
aggregate  premiums  received,"  as  above  explained;  and  this  ex- 
cess has  to  be  made  up  before  the  fund  is  started.  In  the  second 
year  a  small  fund  is  accumulated  which  increases  year  by  year. 
The  second  column  represents  the  liability  of  the  company,  in 
the  year  named  at  the  side  of  the  table  at  the  issue  of  the  year 
named  in  the  caption  of  the  table.  This  liability  is  made  up  of  a 
legal  reserve  and  the  outstanding  unpaid  death  claim  of  the  issue 


Testimony  of  Haley  Fiske.  3815 

©f  the  year  named  in  the  caption.  The  third  column  represents 
deficiency  which  has  been  made  up  from  the  capital  and  general 
fundij  of  the  company. 

It  will  be  seen  that  the  reserve  liability  of  the  company  on 
the  issue  of  1898  was  only  made  up  last  year — 1904 — six  years 
after  the  year  of  issue.  The  reserve  liability  on  the  issue  of  1899 
and  1900  were  not  made  up  last  year. 

These  figures  we  think  correct  the  mistaken  impression  that 
cancelled  reser\''es  in  the  gain  and  loss  exhibit  put  in  evidence 
from  the  Wisconsin  report  represent  profits. 

And  it  follows  from  these  facts  that  to  compel  the  company 
to.  apply  the  legal  reserve  to  the  granting  of  surrender  value 
or  the  purchase  of  paid-up  insurance  in  industrial  insurance  in 
less  than  five  years  would,  be  to  require  the  payment  of  money 
contributed  by  and^  belonging  to  the  persistent  policyholder  to 
policyholders  who  have  persisted  and  have  not  paid  premiums 
enough  to  make  up  statutory  reserve  on  their  policies.  The 
three-year  statute  for  paid-up  in  New  York  was  passed  before, 
industrial  insurance  began,  and  had  reference  only  to  ordinary 
insurance,  and  was  based  upon  experience  of  ordinary  com- 
panies, which  experience  was  that  they  made  up  their  reserve  in 
three  years. 

Q.  Before  we  leave  that  subject  of  lapses,  you  have  stated  that 
the  lapses  do  not  represent  any  serious  loss  to  the  insured  and  that 
statement  is  based,  as  I  understand  it,  upon  the  assumption  that  a 
large  proportion  of  the  lapsed  policies  are  revived  6v  that  they  are 
new  policies  taken  by  the  insured?  A.  In  part  based  upon  that 
and  in  part  upon  the  fact  that  a  large  part  of  the  lapses  occur  after 
payments  of  very  small  amount  of  premiums.  It  appears  from 
the  issue  of  1904,  for  instance,  that  the  average  premium  on  can- 
celled policies  was  twelve  and  a  fraction  cents  per  week  and  that 
the  average  number  of  weeks  paid  was  six  and  a  fraction  weeks, 
so  that  on  the  average  the  policies  issued  in  1904  which  lapsed 
in  the  year  paid  but  72  cents  to  the  company,  and  they  had  for 
that  insurance  for  at  least  ten  and  perhaps  tv/elve  weeks. 

Q.  Taking  the  first  part  of  your  statement  have  you  any  data 
to  show  to  what  extent  lapsed  policies  are  revived  ?  A.  The  per- 
centage of  the  revivals,  I  think,  has  been  put  in  evidence. 

Q.  Senator  Dryden  gave  some  testimony  on  that  as  to  the  ex- 
perience of  his  company.     Have  you  any  experience  ? 

MK.  CBAIG;    It  must  be  essentially  the  same. 
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,    Q.  Why  must  it  be  essentially  the  same  ?     A.  Because  the  ex- 
perience of  his  company.    Have  you  any  experience? 
cies  about  the  same. 

Q.  Have  you  any  figures  which  you  can  give?  A.  I  have  not 
here.     You  can  get  them. 

Q.  Your  company  has  kept  records  which  will  enable  it  to  give 
definite  information  on  that  point?     A.  That  is  entirely  so. 

Q.  Now  have  you  records  which  will  show  to  Avhat  extent  the 
policyholders  take  out  new  insurance  where  they  have  pnce  lap,sed? 
A.  We  have  no  data;  it  will  be  impossible  to  get  that  and  if  we 
knew  accurately  I  think  in  the  case  of  people  who  repeatedly  came 
in  and  went  out  and  came  back  we  should  refuse  to  issue  new 
policies. 

Q.  But  that  is  a  matter  where  the  basis  of  your  statement  is 
unvei-ifiable  at  present? ,  A.  It  is  unverifiable  by  any  data  at  the 
home  ofiice.  It  is  verified  by  talks  with  superintendents  in  the 
field  who  tell  me  that  is  their  experience,  and  in  the  one  city  where 
there  are  two  districts  where  the  lapsed  ratio  is  perhaps  lower  we 
lind  it  results  from  the  greater  care  exercised  by  the  superintend- 
ent and  the  assistant  to  prevent  the  forwarding  to  the  home  office 
of  applications  on  what  they  call  repeaters,  namely,  those  who 
come  in  and  go  out, 

Q.  You  say  that  the  average  premium  per  cancelled  policy  was 
12.004  and  the  average  time  for  which  premiums  were  paid  on 
cancelled  policies  was  6.05  weeks,  giving  an  average  of  Y2.6  paid 
per  policy?     A.  That  is  1904. 

Q.  Yes;  so  that  the  average  period  for  which  the  insurance  was 
carried,  as  I  understand  it,  was  six  weeks?  A.  It  was,  as  matter 
of  fact,  from  ten  to  twelve  weeks,  owing  to  the  grace  period  and 
the  practice  of  the  company. 

Q.  You  allow  a  grace  of  four  weeks?  A.  We  allow  a  grace  of 
four  weeks  by  the  policies  and  in  actual  practice  the  lapses  are  not 
reported  and  not  cancelled  officially  under  six  weeks. 

Q.  Suppose  that  a  person  died  after  he  has  been  in  arrears  for 
five  weeks.     Do  you  pay  the  claim'}     A.  We  often  do. 

Q.  Are  you  obligated  to  pay  it?  A.  We  are  not  obligated  to 
pay  it  after  four  weeks. 

Q.  Suppose  he  dies  after  he  has  failed  to  meet  his"  premiums 
but  within  the  period  of  four  weeks  from  the  time  when  he  should 
have  met  them.  Are  you  obligated  to  pay  it?  A.  We  are  obli- 
gated and  we  always  do  pay  the  policy. 
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Q.  So  that  if  tlie  average  time  for  wliich  premiums  were  pai<l 
on  cancelled  policies  is  6.05  weeks,  your  legal  obligation  was  in 
duration  about  10  weeks?  A.  Ten  weeks,  and  in  actual  practice 
the  lapse  was  not  officially  entered  until  about  12  weeks. 

Q.  Kow  what  was  the  benefit  or  the  amount  of  insurance  repre- 
sented by  these  policies,  the  average  payment  on  which  was  12.G04 
cents  a  week,  and  wliich  had  only  been  in  force  an  average  of  ten 
weeks?  A.  Well,  it  is  a  rough  calculation;  I  should  think  about 
$50.00  on  the  average.     Mr.  Craig  can  tell  that  better  than  I. 

Q.  Is  that  taking  into  consideration  the  reneM'ed  benefit  in  case 
of  death  during  the  first  three  months?  A.  That  is  what  I  take 
into  consideration. 

Q.  Abo.ut  $50.00?  A.  I  should  think  that  would  be  fair;  it 
might  be  a  little  less. 

Q.  What  would  be  the  term  rate  of  insurance  for  ten  weeks  in 
the  amount  of  $50.00?  A.  W^ell,  I  think  it  would  be  very  small; 
there  is  no  such  policy  ever  issued. 

Q.  There  is  no  such  policy,  but  if  you  were  to  take  the  propor- 
tion in  term  rate  for  a  larger  amount  as  to  which  there  are  quota- 
tions, what  would  it  be?  A.  I  do  not  know  any  quotations  for 
industrial  insurance  on  term  rates,  but  it  would  be  a  mere  guess, 
Mr.  Hughes. 

Q.,We]l,  give  me  your  best  guess?  A.  I  would  rather  Mr. 
Craig  would  give  his  guess,  because  you  want  infoi-mation. 

Q.  It  will  be  a  very  small  amount?  A.  It  would  be  -a  very 
small  sum. 

Q.  You  have  said  here  that  the  cost  to  the  company  of  carrying 
the  insurance  during  the  time  it  was  in  force  amounted  to  51.6 
cents.  You  did  not  mean  that  that  would  be  the  fair  estimate  of 
term  insurance  for  ten  weeks,  on  an  amount  of  fifty  dollars  ?  A. 
That  is  an  accurate  figure;  that  51.6  cents  is  our  experience  on  the 
cost  of  carrying  those  policies;  the  cost  of  putting  them  on  the 
books,  Mr.  Hughes,  was  $2.07  per  policy  that  year. 

Q.  Well,  that  is  very  different  from  51.6  cents,  so  that  you  were 
not  taking  into  consideration  the  expense  of  putting  it  on  the 
books  ?    A.  Oh,  that  is  a  part  of  it.    I  can  tell  you 

Q.  Yes,  but  $2.07  per  policy A.  I  can  tell  you  how  the 

51  cents  is  made  up,  if  that  is  what  you  want. 

Q.  Yes,  that  is  exactly  what  I  want.  A.  The  first  constituent 
of  that  sum  is  9.1  cents,  which  Was  the  ordinary  salary;  that  is 
fifteen  per  cent,  on  the  collection  after  the  first  week,  fifteen  per 
cent,  of  60.6'  cents.    The  first  week  has  appeared  in  the  initial  cost, 
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and  therefore  on  the  rest,  seventy-two  cents  was  paid,  and  twelve 
cents  was  taken  into  consideration  as  the  initial  cost,  the  balance 
of  sixty  cents,  fifteen  per  cent,  on  that  is  9.1  cents ;  that  is  the  first 
constituent.  Then  the  next  loss  to  the  company  was  $1.86  per 
policy,  and  we  take  the  interest  on  that  loss  to  the  company  on 
that  debt  for  twelve  weeks,  which  amounts  to  1.8  cents. 

Q.  You  are  giving  now  the  constituents  of  fifteen  cents  ?  A. 
Yes. 

Q.  But  you  arrived  at  the  $1.86  by  adding  the  fifty-one  cents  to 
the  $1.34,  so  that  you  are  going  in  a  circle,  are  you  not?  A.  No, 
we  arrive  at  it  in  the  other  way ;  we  arrive  absolutely  at  the  figure 
$1.8(1. 

Q.  TeU  me  how  you  arrive  at  that  ?  A.  We  arrive  at  the  $1.86 
by  a  division  of  the  loss  on  the  policies  among  the  number  of  can- 
celled policies,  or  the  total  loss.  The  total  loss  I  have  testified 
already  on  these,  from  lapses  during  that. year,  was  $1,070,229. 

Q.  How  do  you  arrive  at  that,  according  to  your  statement, 
you  would  derive  that  from  the  $1.86  per  policy?  A.  Well,  you 
can  arrive  at  it  either  way.  Let  me  complete  my  answer  and  then 
I  will  explain  it  to  you. 

Q.  Certainly.  The  total  loss  by  lapses  during  1904  was 
$1,070,229.  Dividing  that  by  the  number  of  cancelled  policies, 
575,392,  produces  $1.86.  The  calculation  to  get  the  $1,070,229  is 
an  actuarial  calculation,  which  I  do  not  presume  to  be  able  to 
explain  in  full.    Mr.  Craig  can  do  it. 

Q.  Well,  your  $1.86  per  policy  is  based  on  your  estimate  of 
total  loss  upon  cancelled  policies  of  $1,070,229.  A.  I  think  that 
the  calculation  can  be  made  either  way,  Mr.  Hughes,  by  the 
Actuary.    .They  are 

Q.  Well,  you  may  make  it  either  way  your  please,  if  you  will 
just  tell  me  how  you  arrive  at  the  figures  ?  A.  I  have  already  said 
I  make  it  in  this  way,  by  dividing  the  total  loss  by  the  number  of 
cancelled  policies. 

Q.  That  implies  you  have  your  total  loss  first,  and  then  you 
reach  your  $1.86  per  policy?    A.  Yes,  sir. 

Q;  Then  you  have  that  made  up  of  $1.34  plus  5i.6  cents? 
A.  Yes. 

Q.  ISTow,  I  want  to  get  at  the  fundamental  figure  with  which 
you  start  and  from  which  you  derive  the  others  to  see  how  you 
make  it  up  ?    A.  I  think  the  fundamental  figure  is  $1,070,229. 

Q.  And  you  would  prefer  to  have  Mr.  Craig  state  how  that  ia 
arrived  at?    A.  I  think  he  would  be  clearer  than  I  6ould  be. 
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Q.  But  according  to  your  impression  you  have  arrived  at  the 

total  losses,  and  you  divide  that  by  tjie  number  of  cancelled  poli- 
cies, and  in  that  M^ay  ascertain  a  total  loss  of  $1.86  per  policy,  and 
you  find  that  $1.86  per  policy  is  made  up  of  $1.34,  the  difference 
between  the  amount  paid  to  the  insured  and  the  average  cost  of  new 
business  and  51.6  cents,  the  cost  of  carrying  the  insurance  during 
the  time  it  was  in  force?  A.  Yes,  sir;  but  I  put  in  the  $1.34  for 
the  sake  of  clearness  rather  than  as  the  result  of  the  actuarial  com- 
putation; initial  cost  of  policy  being  $2.07,  and  the  amount  re- 
ceived being  seventy-two  cents  it  would  be  perfectly  evident  to 
everybody  that  the  first  loss  is  the  difference  between  those  two 
figures,  and  I  put  that  in  for  the  sake  of  clearness. 

Q.  Having  obtained  that  you  deducted  that  from  the  total  of 
$1.86  and  said  the  cost  of  carry  the  policy  was  fifty-one  and  six- 
tenths  cents  ?     A.  Yes,  that  is  one  way  of  doing  it. 

Q.  From  that  it  would  seem  that  you .  estimated  the  cosfe  of 
putting  the  insurance  on  the  books  over  the  amount  received  at 
$1.34,  and  the  cost  of  carrying  the  insurance  at  51  cents  ?  A. .  Np, 
I  do  not  think  it  is  an  estimate  at  all,  Mr.  Hughes.  It  is  the  ac- 
tual cost  to  us  of  $2.07  per  policy,  that  is  the  first 

Q.  You  put  that  amount  as  the  expense  of  puttiug  the  cancelled 
business  on  the  books,  and  then  the  fifty-one  cents  is  the  cost  of 
carrying  that  cancelled  business  during  the  time  it  was  in  force  'i 
A.  Yes. 

Q.  And  the  two  make  up  the  $1.86  per  policy  which  you  arrive 
at  by  taking  the  total  losses,  and  dividing  it  by  the  number  of  can- 
celled policies?    A.  Yes,  sir. 

Q.  So  that  what  we  really  need  to  know  is  how  you  made  up  tbe 
$1,070,229  which  represents  the  total  loss?  A.  Yes.  May  I 
complete  the  constituents  of  the  fifty-one  cents  for  the  sake  of  clear- 
ness? 

Q.  How  can  you.  That  is  a  mere  difference  between  $1.8(1, 
which  you  have  arrived  at  one  way,  and  $1.34,  which  you  lia\e 
arrived  at  in  another  way.  A.  Yes,  but  we  can  tell  how  the 
fifty-one  cents  is  made  up  in  that  item.  And  I  have  told  you  two 
items. 

Q.  Go  on.  A.  The  third  item  is  the  proportion  of  the  claims, 
which  was  6.4  cents;  and  the  fourth  item  is  34.3  cents,  the  share 
of  these  cancelled  policies  in  the  miscellaneous  expenses  and  super- 
intendents' and  assistants'  salaries. 

Q.  Where  do  you  get  the  figure  $2.10  as  the  average  initial  cost 
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of  new  business?     A.  We  divide  the  total  expense  by  the  number 
of  policies  issued. 

Q.  What  do  you  take  as  the  total  expense.  A.  We  take  the  total 
expense  of  the  year  and  we  charge  to  the  year's  issue  of  those  ex- 
penses for  the  year  that  proportion  which  the  number  of  policies 
issvied  bears  to  the  number  of  policies  in  force  at  the  beginning  of 
the  year.    We  think  that  is  fair. 

Q.  Taking  that  in  actual  figares;  your  total  expenses  last  year 
were  $19,874,752.  Is  that  the  .amount  you  take?  A.  I  have  it 
here  divided  into  various  kinds  of  expenses.  I  have  no  doubt  the 
total  is  as  you  say. 

Q.  This  is  the  total  of  all  your  expenses.  You  say  you  take 
the  total  expense  ?  A.  ^o,  I  mean,  the  expenses  for  superintend- 
ents' and  assistant  superintendents'  salary,  special  salary,  medical 
fees,  extra  compensation  and  commissions,  the  miscellaneous  ex- 
penses. 

Q.  Have  you  got  a  statement  of  them  ?  A.  I  have  no  statement 
of  the  total  amounts.  Have  you,  Mr.  Craig  ?  The  question,  Mr. 
Craig,  is  whether  you  take  the  total  of  nineteen  millions  of  expenses 
in  order  to  arrive  as  a  basis  for  beginning  a  calculation  as  to  the 
initial  cost? 

ME.  CRAIG:  That  proportion  of  nineteen  millions  which  be- 
longs to  us.  I 

THE  WITNESS :  I  have  explained  that  it  was  that  proportion. 

ME.  HUGHES :  Would  you  mind  withdrawing  for  a  moment 
and  letting  Mr.  Craig  take  the  stand. 

JAMES  CEAIG  resumed. 

BY  ME.  HUGHES: 

Q.  Before  we  take  up  the  matter  as  to  which  you  were  just 
asked,  that  is,  the  expense  of  new  business,  I  would  like  to  have 
you  answer  this  question.  It  appears  that  you  have  figured  the 
total  in  1904  on  cancelled  policies  to  amount  to  $1,070,229.  Will 
you  please  state  how  you  arrived  at  that  figure?  A.  We  take 
the  total  receipts  derived  from  the  business  in  1904  and  from — 
Oh,  I  beg  your  pardon.  I  started  off  on  the  wrong  basis.  We 
find  that  the  total  initial  expense  of  placing  an  industrial  policy 
is  $2.07,  taking  one  policy  against  another.  And  we  find  that 
that  average  of  $2.07  has  decreased  to  $1.86  at  the  average  date 
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of  lapsing.  There  were  575,392  policies  laj)sed,  which  multiplied 
by  $1.86  produces  the  aggregate  loss  of  $1,070,229. 

Q.  That  is  the  way  you  arrived  at  that  amount?     A.  Yes,  sir. 

Q.  ISTow,  how  did  you  get  the  $1.86  ?  A.  We  know  at  the  end 
of  the  year  by  actual  computation  what  the  total  deficit  is  on  the 
business  during  the  year.  It  is  not  stated  here,  but  my  recollec- 
tion is  that  the  average  was  $1.21  per  policy,  and  the  sum  of 
$1.86  A\'as  arrived  at  by  proportion.  That  is,  for  the  intermedi- 
ate period  between  the  average  issue  of  the  policies  and  the  31st 
day  of  December,  1904.  I  know  of  no  other  way  of  arriving  at 
that,  because  the  31st  day  of  December  is  the  only  time  that  an 
accounting  is  made  of  the  assets  and  liabilities,  and,  of  course, 
at  that  time  the  amount  is  determined  definitely.  But  for  any  in- 
termediate period  of  time,  when  no  accounting  is  made,  the  only 
fair  and  equitable  way  that  I  know  of  would  be  a  proportion. 

Q.  What  are  the  figures  that  enter  into  your  determination 
of  the  deficit  for  1904?  A.  The  total  amount  of  premiums  re- 
ceived  

Q.  Give  me  the  exact  figures.  I  want  to  see  what  your  calcu- 
lation is.  You  made  up  this  calculation,  did  you  not?  A.  I  su- 
pervised its  preparation. 

Q.  Who  actually  made  it?  Who  is  responsible  for  the  accu- 
racy of  these  calculations  ?     A.  Mr.  Carpenter. 

Q.  Is  he  here?     A.  ISTo,  sir. 

Q.  Do  you  know  what  he  did  to  arrive  at  the  figures  ex- 
actly? Because  we  have  not  much  time  and  I  want  to  get  at 
this  and  it  will  only  take  a  few  minutes  if  we  have  the  man 
who  knows.  A.  If  you  want  Mr.  Carpenter  here  we  can  have 
him  here  in  half  an  hour. 

ME.  FISKE :  If  you  knew  how  he  made  up  the  calculation, 
that  is  enough,  and  it  will  save  time. 

Q.  I  do  not  want  a  long  explanation,  I  want  to  know  just 
what  he  took  as  representing  what.  A.  We  primarily  take 
the  premiums  received  on  the  business  issued  during  the  year 
_and  from  the  premiums  thus  received  we  charge  all  the  ex- 
penses properly  belonging  to  the  year's  issue. 

Q.  What  did  you  take  at  the  premiums  for  the  year  to  start 
with?  A.  The  exact  amount  I  have  not  with  me,  but  some- 
thing over  $3,000,000. 

Q.  Let  us  have  Mr.  Carpenter  down  here  and  find  out  just 
what  the  calculation  is.     There  is  uo  use  in  talking  in  general 
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terms   about  it.     That  is  all,  Mr.   Craig.     Ask  him  to  bring 
down  his  figures. 

HALEY  riSKE,  resumed: 

BY  ME.  HUGHES: 

Q.  Now  Mr.  Eiske,  you  have  said  that  lapses  are  expensive 
to  your  company  because  while  you  pay  nominally  fifteen  times 
the  first  payment  by  the  policyholder  to  the  solicitor  —  A. 
Increase. 

Q.  On  the  net  increase  ?    A.  Yes. 

Q.  That  in  effect  you  pay  thirty  times?    A.  In  fact. 

Q.  On  account  of  lapses  ?    A.  Yes,  sir. 

Q.  Now  is  it  not  a  fact  that  because  you  pay  only  on  the  net 
collectible  debit  of  the  solicitor  you  do  not  in  the  aggregate  pay 
during  the  year  a  commission  except  on  the  net  increase  of  the 
year's  business? "  A.  Oh,  no,  sir;  it  is  not  the  fact.  AVe  know 
the  exact  figures  that  we  pay  for  special  salaries,  and  when  you 
divide  that  by  the  amount  of  increase,  we  know  the  exact  figures 
that  come  in  the  collectible  debit.  We  find  that  we  have  paid" 
thirty  times  instead  of  fifteen. 

Q.  You  mean  you  know  the  amount  you  have  paid  in  special 
salary  for  the  year  ?  A.  Yes,  sir;  and  we  know  the  increase  we 
have  made. 

Q.  And  you  know  the  increase  you  have  made.  And  when 
you  say  you  find  you  have  paid  thirty  you  mean  you  find  you 
have  paid  thirty  times  the  first  premium  on  the  increase?  A. 
We  have  paid  thirty  times  the  increase  on  special  salary. 

Q.  What  do  you  mean  by  the  increase,  you  mean  the  increase 
in  the  first  payment?     A.  The  increase  on  net  collectible  debit. 

Q.  How  do  you  account  for  that?  A.  We  account  for  that 
by  the  fact  that  agents  go  out  when  the  policies  lapse  and  that 
we  cannot  make  up  from  the  new  agent  the  money  that  the 
old  agent  has  been  paid  and  which  we  cannot  get  back  from  him. 

-Q.  Of  course,  if  the  agents  remained  the  same  that  would  not 
be  the  case?    A.  No. 

Q.  It  could  not  be  the  case?    A.  It  could  not  be /the  case. 

Q.  Then  you  would  only  pay  on  the  net  increase?  A.  Yes. 

Q.  So  it  must  be  due  to  the  fluctuation  of  the  agents?  A. 
Yes,  sir;  and  that  is  due  to  the  lapses. 

Q.  To  the  discouragement  of  the  agent  caused  by  the  laose.x 
and  the  reduction  of  his  net  collectible  debit  to  below  claiming, 
as  you  put  it?    A.  Yes,  sir.  ~'  ~    ""      " 
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Q.  Can  you  tell  me  to  what  extent  your  agents  did  change  in 
the  year  1904  ?  A.  I  can.  The  number  of  agents  who  left  our 
service  in  1904  was  16,938. 

Q.  And  the  number  of  agents  that  you  had  at  any  one  time 
in  your  einploy  Avas  how  many  ?  A.  At  the  end  of  the  year  we 
had  12,028. 

Q.  And  how  many  at  the  beginning  of  the  year?    A.  11,909. 

ME.  MILBUKN:  That  means  the  same  agency  changes  sev- 
eral times? 

,  THE  WITNESS:  Yes,  it  means  that  the  agent  comes  in,  tries 
the  business,  does  not  succeed  and  goes  out.  We  have  to  make 
experiments  before  we  get  a  permanent  agent. 

ME.  COX:   What  was  the  first  figure? 

THE  WITNESS:   16,973. 

.  Q.  Do  you  include  in  the  amount  of  the  cost  of  getting  the 
new  business  as  indicated  by  the  special  salary  the  moneys  that 
you  have  lost  through  the  failures  of  agents  to  account  ?  A.  Oh, 
no,  sir.    The  special  salary  is  a  definite  sum  paid  as  special  salary. 

Q.  Have  you  the  figures  here  which  will  show  what  you  paid 
for  special  salary  in  1904  ?    A.  I  have  not  here  but  ■- 

Q.  You  can  get  those  ?    A.  Yes,  sir. 

Q.  I  should  like  to  get  those  and  see  just  how  you  arrive  nt 
this  thirty  times  which  you  say  the  new  business  has  cost  you. 

ME.  MILBUEiN':  Let  me  see  that  sheet  that  you  have.  Mr. 
Craig  thinks  it  is  there. 

THE  WITNESS :    I  do  not  see  it  there. 

ME.  MILBUEN:     What  is  that  item  (indicating)? 

THE  WITNESS :    Mr.  Craig  believes  that  item  is  $1,460,066. 

Q.  Which  you  paid  in  special  salaries  ?    A.  Yes. 

Q.  On  your  industrial  business  in  1904?    A.  Yes,  sir. 

Q.  And  in  1904  you  wrote  in  new  business  on  the  industrial 
plan  178,312  policies?  A.  I  think  so,  but  the  special  salary  is 
not  based  on  the  amount  written,  it  is  based  on  the  increase. 

Q.  I  understand  that,  but  I  am  trying  to  get  at  what  these  new 
policies  cost  you  ?    A.  Yes. 

Q.  The  total  amount  of  special  salary  you  paid  was  bow  much? 
A.  $1,460,066. 
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Q.  Now,,  you  wrote  in  that  year  l7S,312^new  policies  on  the 
industrial  plan?,   A.  Oh,  a  great  many  more  than  that. 

Q.  Well,  wait  a  moment.  You  are  quite  right,  I  was  referring 
(o  the  ordinary  plan.     A.  Yes. 

Q.  I  intended  to  read  the  figure  for  the  industrial  plan.  You 
wrote  in  the  year  1904  on  the  industrial  plan  1,829,559  new 
policies?    A.  If  that  is  the  figure  there? 

Q.  Yes.    A.  That  is  about  right,  I  should  think. 

Q.  And  you  paid  in  special  salaries  $1,460,066?  A.  Yes, 
sir;  but  these  figures  have  no  relation  to  one  another. 

Q.  Why  not  ?  A..  Because  the  special  salary  is  based  on  the 
increase  of  collectible  debit. 

Q.  I  know,  that  is  the  way  you  figure  it  out A.  That  is 

the  way  we  pay  it. 

Q.  That  is  the  way  you  pay  it,  but  the  fact  is  that  you  paid 
for  new  business  a  certain '  amount  of  money  and  you  wrote  a 
certain  number  of  policies,  and  if  you  really  want  to  know  what 
those  policies  cost  you  each,  you  can  easily  find  ovit  in  that  way, 
can  you  not?  A.  E"o,  you  can  only  find  the  amount  of  special 
salary  per  policy.    You  can  find  that. 

Q.  What  else  .do  you  pay  in  getting  .the  new  policies  on  your 
books  besidfe  the  special  salary  ?  A.  We  pay  superintendents' 
and  assistants'  salaries  and  home  office  expenses,  Mr.  Lanier's 
expenses,  and  all  those  things. 

Q.  Is  this  amount  you  have  given  me  of  special  salaries,  the 
special  salaries  simply  of  the  solicitor  ?    A.  Yes,  sir. 

Q.  But  we  can  put  that  aside  as  the  total  item  of  that  expense 
for  that  year  ?    A.  Mr.  Craig  tells  me  so,  yes,  sir. 

Q.  What  other  items  of  expense  have  you  for  that  year,  which 
enter  into  the  cost  of  getting  new  business  ?  A.  The  superin- 
tendents' and  assistants'  salaries. 

Q.  Give  me  the  figures  if  you  will,  please.  In  other  words, 
to  save  time,  if  you  will  just  read  upon  the  record  a  state- 
ment of  the  various  amounts  which  go  to  make  the  total  of 
the  expense  of  the  new  business  in  1904  on  the  industrial  plan. 
A.  I  have  not  the  —  I  was  explaining  a  moment  ago  how  we 
charge  —  the  proportion  of  Mr.  Lanier's  expenses  of  the  com- 
pany we  charge  —  and  said  that  we  took  the  number  of  policies 
issued  during  the  year,  and  made  a  proportion  between  that 
and  the  number  in  force  at  the  beginning  of  the  year,  and  in 
that    way    arrived    at    the   proportion    of  the  miscellaneous  ex- 
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penses,  which  should  be  apportioned  to  the  first  year  of  in- 
surance, and  then  we  take  one-half  of  that  sum  as  the  initial 
cost  of  new  business  arising  out  of  these  miscellaneous 
expenses 

Q.  Well,  you  can  show  how  you  distributed  the  miscellaneous 
expenses?  A.  And  that  sum  we  charge  on  the  miscellaneous 
expenses  is  $448,714. 

Q.  What  class  of  expenses  are  included  under  that  head  of 
raiscellanequs  expenses?  A.  That  is  everything  except  super- 
intendents' and  assistants'  salaries,  special  salary,  medical  fees, 
extra  compensation,  ordinary  commissions.     That  is  all. 

Q.  Give  me  the  amounts  of  those  that  are  not  included  in  the 
miscellaneous  expenses?  A.  The  proportion  of  superintendents' 
and  assistants'  salaries  that  we  thought  fair  to  charge  the  new 
business  in  this  way;  taking  the  unit  of  premiums  written  during 
the  year  and  the  proportion  which  they  bore  to  the  imits  of 
premiums  in  force  at  the  beginning  of  the  year,  and  applying 
that  proportion  to  the  superintendents'  and  assistants"  salaries, 
we  arrive  at  a  figure,  and  we  take  one-half  of  that  as  properly 
applicable  to  the  initial  cost  of  new  business. 

Q.  How  much  does  that  amount  to?  A.  Three  hundred  and 
forty-eight  thousand  five  hundred  and  eighty  dollars. 

Q.  What  else  is  there?  A.  Then  the  special  salary  which  I 
have  given  you. 

Q.  Now,   do   these  three   sums A.   Then   the  medical 

fees. 

Q.  How  much  is  that?  A.  Five  hundred  and  forty-sLx  thou- 
sand two  hundred  and  seventy-five  dollars. 

Q.  Anything  else  ?     A.  The  extra  compensation ;  that  means , 
money  that  we  pay  over  and  above  special  salaries  for  getting 
the  business. 

Q.  What  is  that?  A.  Five  hundred  and  seventy  thousand  four 
liundred  and  ninety-eight  dollars. 

Q.  Yes.  A.  And  then  the  ordinary  commission  for  one  week, 
$28,027. 

Q.  How  do  you  arrive  at  that?  A.  Well,  that  is  the  actual 
commission  we  pay  on  the  collection  of  the  first  week's  pre- 
miums. We  are  getting  at  the  initial  cost,  so  that  first  week's 
prc;mium  ofight  to  have  its  commission  deducted.  The  sum  of 
those  items  is  $3,402,160.  Dividing  that  by  the  number  of  (poli- 
cies issued  brings  out  $2.07. 
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Q.  Tke  number  of  policies  issued  is  1,829,659,  is  it  not? 
A.  One  million  six  hundred  thirty-nine  thousand  eight  hundred 
and  sixty-three.  I  believe  these,  figures  of  mine  to  be  accurate, 
sir. 

ME.  OEAIG:  Those  figures  must  be  business  assumed  from 
other  companies. 

THE  WITNESS:  Yes. 

Q.  On  what  basis  did  you  distribute  the  miscellaneous  ex- 
penses, what  were  the  proportions?  A.  We  took  the  number 
of  policies  issued  during  the  year  applied  to  the  number  of 
policies  in  force,  at  fhe  beginning  of  the  year^  and  charged  to 
the  year  that  proportion  of  the  actual  miscellaneous  expenses 
which  the  proportion  brought  out,  and  then  took  one-half  of 
that  sum  as  a  proper  charge  on  the  initial  cost  of  new  business. 

Q.  What  was  the  proportion  you  took  in  the  superintendents 
and  assistants  ?  A.  We  based  it  there  on  units  of  premiums,  be- 
cause their  salaries  are  based  rather  on  premiums- than  on  salaries. 
I  do  not  think  there  is  very  much  difference  in  the  calculation.  I 
do  not  think  there  is  much  difference  in  the  calculation,  but  the 
actuaries  thought  it  would  be  fair. 

Q.  Did  you  take  the  entire  amount  of  medicaV expenses?  A. 
Yes,  because  the  medical  expenses  are  only  on  the  examination  of 
new  applications.     That  is  the  way  the  $2.07  is  made  up. 

Q.  Now,  you  get  your  $2.07  by  taking  the  total  of  these  ex- 
penses that  you  have  mentioned  and  dividing  the  total  by  the  num- 
ber of  policies  issued  ?     A.  Yes,  sir. 

Q.  In  that  calculation  with  reference  to  the  cancelled  policies 
you  inake  no  reference  to  the  time  it  has  been  in  force,  for  you  arc 
dealing  with  the  initial  cost  ?  A.  No,  not  the  initial  cost,  that  is 
placing  it  on  the  books. 

Q..  I  say  you  are  dealing  with  the  initial  cost?     A.  Only. 

Q.  Only,  hence  you  do  not  take  into  consideration  there  the 
time  it  has  been  on  the  books  ?     A.  No,  sir. 

Q.  Then  you  figure  out  that  $2.07  being  the  average  initial  cost 
of  the  new  business,  if  575,392  industrial  policies  lapse,  those 
policies  have  cost  the  company  $2.07  a  piece  ?     A.  Yes. 

Q.  Was  it  not  by  multiplying  that  575,392  by  $2.07  that  you 
got  your  $1,070,229  ?     A.  I  said  that  in  the  beginning. 

Q.  There  seems  to  have  been  a  great  deal  of  difHcuity  in  hav- 
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ing  that  elucidated.  A.  I  thouglit  so,  too,  but  I  was  ttying  to 
explain  it  to  you. 

Q.  Why  did  you  not  make  it  clear  to  my  benighted  mind?  A. 
I  was  beginning  the  explanation  I  have  made  now  when  you  'ex- 
cused me  and  asked  Mr.  Craig  to  take  the  stand.  I  am  sorry, 
but  I  was  starting  to  do  that  very  thing. 

Q.  It  seems  simple  enough?     A.  It  is. 

Q.  Now,  having  that  cost  of  $2.07  for  each  one  of  the  cancelled 
policies,  you  then  figure  the  amount  you  have  received  from  the 
policyholders  of  12.6  cents?     A.  Yes. 

Q.  And  figure  an  actual  loss  to  the  company  of  $1,344:  cents, 
by  taking  the  difference  between  the  initial  cost  of  $2.07  and  the 
araount  the  policyholders  whose  policy  has  lapsed  has  paid  on  the 
average  of  72. 6  cents  ?     A.  Yes,  sir. 

Q.  That  you  make  a  total  of  $773,326.84.  ISTow,  how  is  that 
made  good  to  the  company  ?  A.  Why,  in  a  sense  it  is  never  made 
gOod.  That  is  to  say  we  have  spent  the  money  out  of  the  capital 
of  the  company.  We  do  get  it  back  on  the  receipt  of  pre- 
miums from  persistent  policyholders; 

Q.  Then  you  make  your  premiums  sufficiently  high  to  cover 
that  loss  and  provide  you  in  ordinary  calculations  with  a  surplus  ? 
A.  The  premiums  are  sufficiently  high  to  produce  a  surplus  at  the 
end,  as  I  have  shown,  at  the  end  of  the  sixth  or  seventh  year.  I 
think  it  is  a  mistake  to  say  that  we  made  the  premiums  high  on 
that  account,  because  the  premiums  were  made  before  we  had  the 
fxperience. 

Q.  You  found  them  high  enough  to  protect  you?    A.  Yes. 

Q.  TTow,  the  fact  is  that  your  total  cost  of  putting  the  cancelled 
policies  upon  the  books  in  1904  was  $1,070,229  ?     A.  Yes,  sir. 

Q.  And  the  total  amount  you  had  received  upon  those  policies 
was  $417,734  ?     A.  I  should  think  that  was  correct. 

Q.  And  the  differencej  or  $653,000  approximately,  was  the 
actual  amount  you  were  out  upon  those  cancelled  policies?  A. 
Yes,  sir ;  plus  those  other  sums  of  loss  there  which  I  explained. 

Q.  Now,  then;  having  that  as  the  actual  loss  on  comparing  the 
amount  of  premiums  received  with  the  cost  of  putting  the  busi- 
ness on  the  books,  you  then  figure  out  an  additional  loss  through 
the  carrying  of  the  insurance  ?     A.  Yes. 

Q.  Now,  what  does  that  represent?  A.  That  represents,  as  T 
think  I  did  explain,  Mr.  Hughes,  the  first  item  is  the  ordinary 
salary  being  fifteen  per  cent,  on  60.6  cents,  that  is  the  premiums 
received  after  the  first  week  amounting  to  9.1  cents. 
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Q.  Yes.  A.  The  interest  on  the  death  of  one  dollar  and  eighty 
cents  for  twelve  weeks  amounted  to  1.8,  the  proportion  of  claims 
■'■vhieh  should  be  borne  by  these  policyholders  being  6.4  cents  and 
the,  proportion  of  miscellaneous  expenses,  superintendents'  and 
assistants'  salaries  amounting  to  34.3. 

Q.  That  34.3  is  charged  against  cancelled  policies  in  addition 
to  what  has  been  charged  as  applicable  to  the  cost  of  writing  the 
business?  A.  Yes,  we  charge  one-half  of  the  initial  cost,  and  the 
other  half  belongs  to  the  year. 

Q.  So  you  charge  first  the  co&t  of  putting  the  business  on  and 
next  taking  care  of  it?     A.  Yes. 

Q.  The  cost  of  taking  care  of  it  and  paying  their  pro  rata  share 
ol  the  disbursements  of  the  company  you  figure  out  to  ba  51  cents 
and  a  fraction.     A.  Six-tenths. 

Q.  Six-tenths  of  a  cent  upon  each  one  of  those  cancelled  poli- 
cieel    A.  Yes,  ar. 

Q.  And  that  taken  with  the  amount  of  net  loss  to  the  company 
on  the  cost  of  writing  the  business  makes  your  aggregate  of  1.86? 
A.  Yes,  sir. 

Q.  Which  is  tibe  complete  loss?     A.  Yes. 

Q.  And  that  is  made  good  to  the  company  by  the  premiums 
of  the  persistent  policyholders?    A.  In  subsequent  years,  yes,  sir. 

Q.  So  your  point  is  on  the  whole  statement  that  the  lapses  are 
a  loss  to  the  company  and  that  your  gains  are  always  out  of  Hie 
premiums  of  the  fellows  who  stay  in?     A.  Exactly. 

Q.  And  interest  on  your  investments?  A.  That  is  the  same 
thing. 

Q.  And  the  interest  on  the  moneys  accumulated  through  the 
premiums  of  those  who  persist?     A.  It  is  the  same  thing. 

Q.  Now,  we  have  referred  once  or  twice  to  the  fact  that  it  ap- 
pears in  the  gain  and  loss  exhibit  that  certain  reserves  are  released 
l>y  surrender  and  lapse,  and  that  comparing  those  with  the  sur- 
render and  lapsed  values  allowed,  you  show  last  year  a  gain  of 
some  three  millions  of  dollars.  Now  your  point  as  I  understand 
it  is  that  it  is  not  fair  to  take  that  gain  as  the  result  of  your  new 
business  or  lapsed  business  in  the  first  year?  A.  The  correction 
that  should  be  made  is  that  of  that  three  millions,  only  $2,009,- 
424.Y0  belongs  to  the  industrial  department. 

Q.  Let  us  take  that  figure  $2,009,000  'belongs  to  the  industrial 
department.  Now  you  say  that  amount  is  not  gained  from  the 
policies  that  lapsed  in  the  earlier  years  because  you  do  not  accumu- 
late anything  in  the  early  years?    A.  Yes,  sir. 
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Q.  That  two  million  dollars  is  gained  by  the  release  of  the  re- 
serves that  are  applicable  to  the  entire  industrial  business?  A. 
Yes,  sir. 

Q.  And  it  is  to  be  treated  as  a  gain  upon  the  entire  industrial 
business,  but  it  is  a  gain  in  that  sense  uj>6n  the  lapses?  A.  Not 
quite  a  gain,  sir;  it  is  a  release  of  statittory  reserves  that  we  have 
never  received. 

Q.  And  which  you  have  as  a  liability?  A.  "\\niich  we  have 
taken  out  of  the  capital. 

Q.  Hardly  out  of  the  capital,  because  your  capital  is  not  big 
enough  to  stand  it;  you  have  taken  it  out  of  the  assets?     A.  Yes. 

Q.  Taken  out  of  the  assets?  A.  Capital, and  surplus,  I  mean, 
of  course — it  doe^  not  make  any  difference. 

Q.  You  have  for  example  a  certain  liability  because  of  the  in- 
surance you  are  carrying?     A.  Yes. 

Q.  A  valuation  of  your  risks  at  a  given  date.  Now  when  a 
policy  lapses  there  is  a  certain  liability  that  is  released?     A.  Yes. 

Q.  And  taking  your  entire  liabilities  upon  your  industrial  poli- 
cies at  a  given  date  you  find  that  through  lapses  upon  a  compari- 
son with  the  money  you  have  paid  the  surrender  of  the  lapsed 
policies,  that  there  is  a  gain  in  the  industrial  branch  of  about 
$2,000,1)00?  A.  I  don't  think  you  can  call  it  a  gain  inasmuch 
as  it  is  a  release  of  liability  as  money  we  have  never  received. 

Q.  It  is  a  gain  in  the  sense  that  your  liability A.  It  is  a 

credit. 

Q.  It  is  a  gain  in  the  sense  that  y«>ur' liability  has  diminished 
through  the  lapse .     A.  Precisely  that. 

Q.  To  an  extent  of  some  two  millions  of  dollars  or  more  ?  A. 
That  is  it  precisely. 

Q.  Then  the  money  you  have  to  pay  out?     A.  Yes. 

Q.  And  in  figuring  up  your  gain  and  loss  exhibit  for  that  year 
that  is  really  a  substantial  factor  in  your  net  result?  A.  Oh,  yet, 
sir,  it  is  a  release  of  liabilities  to  the  extent  of  $2,000,000. 

Q.  In  other  words  if  you  had  had  to  pay  on  your  industrial 
business  the  amount  which  you  vakied  your  liability  at  the  time 
your  policy  lapsed  you  would  not  have  had  any  gain  in  surplus 
at  the  end  of  last  year  ?  A.  Yes,  sir.  On  the  contrary  we  would 
have  paid  out  of  assets  or  the  capital  and  surplus  two  millions 
of  dollars. 

Q.  Now,  'Mr.  Fiske,  you  desired  to  make  a  statement  with  re- 
gard to  the  large  expenses  of  doing  the  industrial  business    A. 
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Yes,,  sir,  if  you  please.  The  expense  of  industrial  insurance  is 
undoubtedly  high,  but  unavoidable.  In  considering  it  we  must 
look  at  the  alternative.  Down  in  1867  in  England  14,000  out  of 
38,000  burial  clubs  established  by  or  for  working  men  had  col- 
lapsed and  a  large  majority  of  the  existing  remainder  were  in- 
solvent. When  our  company  began  business  in  Pittsburg  our 
superintendent  found  50  "graveyard"  local  concerns  which  melt- 
ed away  as  his  work  progressed.  In  1864  Great  Britain  began 
to  work  industrial  insurance  through  the  Post  Office.  In  the 
first  18  years  7,000  policies  were  issued  for  less  than  $3,000,000. 
Then  the  number  of  Post  Office  insurance  stations  was  increased 
from  2,000  to  8,800  and  in  the  next  10  years  less  than  7,000 
policies  for  $1,500,000  were  issued.  Meanwhile  the  Prudential  of 
London  was  issuing  each  year  more  than  the  total  Government 
business  for  29  years.  In  New  Zealand  the  Government  started 
the  business  in  1875,  but  quickly  discontinued  it;  revived  it  in 
1881  and  abandoned  it  in  1887.  That  industrial  insurance  on 
sound  actuarial  principles  meets  a  want  is  proved  by  the  exist- 
ence of  15,000,000  of  policies  in  the  United  States  after  25  years 
of  operation. 

Q.  You   could  apply  that  argument  to   the   lottery  business 
could  you  not?     A.  I  don't  think  so. 

Q.  In  other  words,  if  you  merely  take  into  consideration  the 
demand,  if  you  think  that  is  a  legitigate  argument  A.  I  do 
not  quite  agree  with  you,  Mr.  Hughes.  We  have  now  25  years'' 
experience  and  we  have  fifteen  millions  of  policies  among  the 
working  classes,  policies  of  insurance.  We  have  cities  in  which 
the  number  of  policies  equals  the  entire  population.  We  increase 
every  year  millions  of  policies  in  force ;  we  pay  out  millions  of 
death  claims.  I  believe,  judging  from  the  history,  judging  from 
these  other  facts,  that  I  have  stated,  that  this  insurance  meets 
a  definite  and  distinct  want  which  has  got  to  be  met  in  some  way 
tliat  if  it  were  not  for  the  establishment  and  .operation  of  solvent, 
well-managed,  sound  principled  insurance  companies  these  men 
would  become  the  prey  of  insolvent,  insecure  co-operative  and 
assessment  companies.  They  are  bound  to  have  the  insurance; 
they  are  just  as  much  entitled  to  it  as  the  rich  man;  they  need 
it;  they  demand  it;  and  the  altem'ative  question  to  me  is  shall 
it  on  the  one  hand  be  done  by  a  company  based  on  actuarial  prin 
ciples  with  capital  and  surplus  or  shall  these  poor  people  be  left 
to  the  kind  of  insurance  which  experience  has  shown  is  insecure 
iind  does  not  do  them  "any  good.     That  is  the  argument. 
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Q.  In  the  GovennQent  experiments  that  have  been  made  do 
yoii  know  the  rates  charged  ?     A.  I  do  not  sir. 

Q.  Was  the  failure  due  to  the  insufficiency  of  rates?  A.  The 
failure  was  due  to  the  fact  that  no  agent  presented  the  case. 
Now,  this  is  true,  I  think,  in  life  insurance  generally  in  this 
country,  that  people  will  not  insure  unless  they  are  asked  to 
insure.  They  will  be  asked  to  insure ;  they  will  get  together  and 
combine  in  clubs,  and  those  clubs  will  appoint  agents  and  the 
agents  will  ask  them  to  insure  in  some  way  or  other;  they  are 
going  to  be  insured  in  ray  judgment,  but  it  willnot  be  success- 
ful unless  there  is  an  agency  force  to  present  the  case  to  them. 
That  is  true  of  old  line  insurance  and  equally  true. in  industrial 
insurance;  but  to  say  that  these  people  should  be  left  without 
industrial  insurance,  is  really  to  argire  that  people  are  to  be  left 
without  any  insurance,  with  agency  establishments  throughout 
the  country,  and  that  nobody  should  be  insured  who  does  not 
go  to  the  home  office  aud  ask  for  it  —  in  other  words,  there  is 
a  real  analogy  between  our  business  and  ordinary  life  insurance, 
-and  the  business  has  got  to  be  conducted  with  relation  to  the 
mortality  of  the  classes  insured,  and  the  expense  of  placing  the 
business.  , 

Q.  The  point  is  that  in  ordinary  insurance  the  ratio  of  returns 
is  so  great  that  the  element  of  speculation  i3  considerably  re- 
duced, whereas  despite  the  fact  of  the  great  loss  to  your  companj. 
through  the  non-persistence  of  the  industrial  business,  it  appear? 
that  from  the  standpoint  of  the  policyholder  a  very  large  per- 
centage of  those  that  insure  get  no  returns,  and  the  element  of 
speculation  is  increased.  A.  I  should  not  call  it  speculation  at 
all,  Mr.  Hughes.  I  have  already  explained  that  my  belief  is  that 
the  number  of  lapses  reported  is  extremely  misleading  as  affect- 
ing the  individual,  that  the  number  of  people  who  actually  lose 
m.on.ey  is  very  small  comparatively,  and  that  the  amount  of  money 
that  they  lose  is  very  small  indeed. 

Q.  That  is  really  the  important  inquiry,  and  in  regard  to  that 
it  is  difficult  to  obtain  any  satisfactory  data?    A.  Yes,  sir. 

Q.  Eor  example,  you  will  appreciate  the  fact  that  if  seventy- 
five  per  cent,  of  the  poor  pay  money  into  a  concern  upon  which 
they  get  no  return,  that  it  might  be  a  serious  matter  even  though 
the  twenty-five  per  cent,  did  get  returns.  A.  That  would  be  a 
serious  matter  and  that  I  am  sure  is  not  true  of  industrial  in- 
siirance. 
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Q.  The  seriousness  of  it  depends  upon  the  number  who  do  put 
money  in  without  getting  a  return.  For  example  if  you  find  ten, 
fifteen  or  twenty  per  cent,  and  the  remainder,  eighty,  eighty-five 
or  ninety  get  returns  upon  their  life  insurance,  in  the  ordinary 
course  it  would  be  very  valuable  to  the  large  majority  ?  A.  Yes, 
sir. 

Q.  So  that  my  inquiries  have  been  directed  to  this  question  be- 
cause of  the  very  large  percentage  of  those  who  go  in — about 
two-thirds  as  I  understood  the  testimony,  and  get  nothing  out 
of  it.  You  have  explained  that  your  compa'ny  does  not  profit, 
that  it  is  a  great  loss  to  your  company,  bub  on  the  other  hand, 
looking  at  it  from  the  point  of  view  of  the  policyholder  the  ques- 
tion is,  is  it  not,  to  the  poor,  taken  as  a  whole,  a  cause  of  wasteful- 
ness? A.  That  goes  to  the  assumption  that  those  who  lapse  got 
nothing  out  of  it.  That  assumption,  I  think,  is  not  borne  out  by 
the  fact.  There  are  numbers  of  people  who  hold  three  and  four 
policies  each;  they  are  frequently  led  to  take  additional  insur- 
ance; they  lapse  it,  but  they  still  have  insurance.  Then,  as  to 
other  people,  while  they  lapse  it  they  go  right  in  again  and  take  itj' 
in  other  words,  the  people  who  lapse  are  also  the  people  who  are 
insured  and  get  the  money;  they  do  not  lose. 

Q.  Of  course,  we  have  to  consider  that  particular  policy?  A. 
You  have  in  this  investigation  to  consider  the  particular  policy. 
You  have  not  got  to  take  it  for  granted  in  view  of  the  facts  I 
have  stated  that  the  people  who  lapse  are  the  people  who  get  noth- 
ing. I  think  they  are,  upon  the  whole,  the  people  who  do  get  the 
insurance  finally.  'In  other  words,  a  man  when  his  claim  matures, 
is  very  likely  to  have  been  found  in  his  lifetime  the  possessor  of 
ten,  or  a  dozen  of  policies  which  have  lapsed,  but  he  has  got  the 
last  one,  he  has  paid. 

Q.  You  think  the  amount  he  has  paid  on  the  ten  or  a  dozen 
would  not  be  an  improper  consideration  on  the  one  he  has  finally 
paid?  A.  I  think  it  was  improvident  for  him  to  have  lapsed  them, 
but  I  also  think  that  is  characteristic  of  these  people,  and  that  they 
are  insured  and  they  do  improvidently  lapse,  but  it  seems  to  me 
no  reason  for  forbidding  them  to  insure.  In  other  words,  they 
have  the  right  of  contract,  it  seems  to  me,  equally  with  the  rich 
man,  and  the  fact  that  they  equally  with  the'  rich  man  do  not 
persist,  is  no  reason  for  saying  they  shall  not  insure  at  all.  It  is 
to  the  interest  of  the  company  and  its  management  to  keep  them 
in  and  we  do  ail  we  can  to  keep  them  in;  we  are  succeeding  in 
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it,  and  I  hope  the  time  will  come  when  the  lapsed  ratio  of  in- 
dustrials will  not  be  any  greater  than  ordinary  insurance. 

Q.  The  fact  that  people  are  improvident  and  do  lapse  not  onljr 
reduces  the  number  that  are  benefited,  but  imposes  a  more  heavy 
rate  of  cost  on  them?  A.  That  is  true;  the  fact  that  a  man  will 
come  in  and  take  a  policy  and  lapse  it  and  then  come  in  and  take 
another  policy  and  lapse  it,  and  then  take  a  policy  and  keep  it, 
has  imposed  on  himself  very  largely  the  additional  expense.- 

Q.  Going  on  with  what  you  were  about  saying A.  Now,  I 

think  if  you  take  a  city  like  Newark,  and  I  think  Cohoes,  New 
York,  is  the  same  sort  of  a  city,  where  the  number  of  policies 
in  force  is  equal  to  the  entire  population,  and  that  has  been  going 
on  a  number  of  years.  It  does  not  seem  that  a  system  like  that 
can  be  interfered  with  without  a  very  grave  disturbance  of  what 
you  might  call  political  and  economical  arrangements;  it  is  an  in- 
stitution which  has  grounded  itself  well  with  the  general  popula- 
tion. Fifteen  millions  is  a  very  large  number  of  policies  to  be 
in  force,  considering  there  are  very  large  parts  of  the  country, 
where  we  do  not  do  any  business  at  all.  Take  in  New  York  State, 
I  think  we  have  four  millions  of  policies  in  force,  and  in  the  city 
about'2,000,000.  I  do  not  see  how  it  can  be  said  that  that  number 
can  remain  insured  and  still  it  be  a  bad  thing  for  them.  They 
must  know  better  than  you  or  I  what  is  good  for  them  and  what 
pays  them. 

Q.  You  think  the  advantages  to  the  provident  and  those  who  re- 
main persistent  outweigh  the  disadvantages  to  those  who  are  im- 
provident? A.  I  think  the  improvident  people  are  the  very  same 
people. 

Q.  That  ^s  the  point  we  cannot  get  any  satisfactory  evidence 
upon.  Now,  if  you  vnll  take  up  further  the  matter  of  expense, 
how  much  of  your  gross  premiums  go  to  reserve?  A.  About  25 
per  cent,  now  under  an  increasing  life  endowment  policy. 

Q.  How  many  companies  are  there  that  are  able  to  keep  up 
under  the  reserve  laws  in  New  York?  A.  There  are  only  four  in- 
dustrial companies. 

Q.  And  those  are  yours,  the  Prudential,  the  John  Hancock,  and 
what  other?    The  Colonial. 

Q.  Do  the  laws  of  New  York  operate  to  keep  out  others?  A. 
In  my  judgment  they  do. 

Q.  Ill  what  way?  A,  Because  of  the  severity  of  the  reserve 
law&     There  is  a  very  large  company  in  Ohio,  and  a  very  large 
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company  in  Virginia,  and  I  am  very  confident  that  if  thfey  under- 
took to  enter  the  -State  of  ^ew  York  and  State  of  Massachnsetts, 
they  -v^ould  not  let  them  in  bec&use,  calculated  to  the  laWs  of  New 
York,  I  do  not  believe  they  have  got  assets  enough  to  ikeep  up 
the  reserve.  I  do  not  say  this  in  criticism  of  the  other  companies 
at  all,  but  that  I  believe  to  be  the  fact. 

Q.  What  reserve  have  you  put  on  the  infantile  policies?  A. 
We  have  put  up  $6,299,364  res&rve  on  infantile  endowment 
in  excess  of  the  reserve  that  would  have  been  required  under  the 
whole  life  table.  These  endowments  have  had  a  great  influence 
in  defeating  anti-child  insurance  legislation  a,nd  people  interested 
in  charities  highly  approve  of  them.  I  remember  very  well  in 
Ohio,  in  an  address  before  the  Legislative  Committee,  one  of  the 
leading  workers  of  charity  came  in  and  opposed  the  whole  systehi 
of  industrial  insurance.  An  old  gentleman  I  did  not  kiltrw-  heard 
me  state  what  policies  were  issued  to  children,  aiid  with  great 
fratikness  and  decency,  as  I  thought,  he  came  in  and  withdrew 
his  objection  made  to  the  committee. 

Q.  1^0 w,  what  was  done  to  reduce  expenses.  You  haVe  ex- 
plained the  increased  expenses,  due  to  the  lapses,  the  system  of 
collecting  weekly  payments  of  these  installlUent  expenses;  what 
can  be  done  to  reduce  expenses?  A.  The  president  was  asked 
about  attempts  to  reduce  expenses.  These  efforts  are  constant 
in  th*  yprious  details  of  the  business;  labor-saving  machines,  sim-, 
plifying  and  unifying  forms  to  save  clerical  work.  Competitive 
bids  on  supplies ;  we  have  just  completed  a  printing  office,  which 
has  been  in  partial  operation  in  rented  quarters,  and  which  is  sav- 
ing us  thousands  of  dollars  annually;  we  have  taken  over  the 
home  office  rentals  from  outside  real  estate  agents  to  save  ex- 
pense. But  to  bring  down  the  expenses  ratio  the  matter  must  be 
looked  at  on  broad  lines. 

Beginning  at  the  top,  take  the  officers'  salaTies.  They  are 
less  this  year  in  proportion  to  income  than  thfey  have  ever  been. 
If  they  were  all  abolished  and  the  officers  worked  for  nothing,  H 
would  make  a  difference  of  one-half  of  one  per  cent,  of  the  in- 
come ;  or,  to  put  it  another  way,  about  nine  one  hundTedthfe  of  one 
cent  per  week  per  policy,  or  less  than  five  cents  a  year.  The 
only  comparatively  low  salaried  industrial  company  which  has 
succeedctl  at  all  shows  a  higher  expense  ratio  than  the  Metro- 
politan. 

Q.  To  which  company  do  you  refer?  A.  I  refer  to  the  John 
Hancock.    I  say  comparatively  low  salaries.    I  think  the  salaries 
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ill  Boston  are  high,  but,  as  compared  with  ours,  they  are  low. 
I  think  if  you  compare  the  expense  to  income,  we  will  be  found 
low.  Take  the  home  office  force.  Of  the  clerical  force  we  start 
women  at  $6.00  per  week,  men'  at  $8.00,  and  give  them  an  in- 
crease each  year  to  a  maximum  of  $12  and  $20.  The  heads  of 
departments  are  not  over-paid.  Each  superintendent  of  agency 
has  charge  of  about  1,500  field  men  and  800,000  policies,  with 
a  premium  income  of  say  $5,000,000  a  year  —  a  gobd-sized  com- 
pany in  itself.  They  are  in  the  field  most  of  the  time,  and  receive 
about  $5,000  a  year. 

If  we  go  into  the  field  the  compensation  paid  out  of  the  Indus- 
trial Department  m  not  such  that  it  can  be  cut.  Superintendents 
in  the  Industrial  Department  average  $43  a  week ;  assistants,  $20 ; 
agents,  $12.  We  have  tried  experiments  on  agents'  compensation 
with  the  result  of  finding  the  present  scale  the  most  economical. 
Some  time  ago  we  began  concentrating  and  increasing  the  size 
of  debits  given  to  the  agents,  so  as  to  make  their  collection  com- 
mission higher  and  tempt  them  to  persist.  We  are  having  good 
results.  We  tried  to  hire  assistants  at  $15  per  week,  but  could 
not  get  the  best  agents  to  accept  promotion.  Salaries,  commis- 
sions, rents,  supplies  —  these  we  have  studied  to  effect  savings. 

But  the  fact  is  that  the  saving  in  expense  must  come  from 
the  retention  of  agents  and  the  saving  of  lapses.  Loss  in  either 
of  these  respects  means  loss  in  the  other.  The  resignation  of  any 
agent  brings  about  a  lapse  of  a  certain  amount  of  business;  the 
early  lapsing  of  business  written  brings  out  resignation  of  agents. 
The  study  of  the  whole  executive  force  is  concentrated  to  hold  the 
agents  and  to  save  the  lapses.  I  have  spoken  of  what  we  do  to 
save  lapses  and  of  our  success.  As  to  the  agents,  we  started  up 
the  active  prosecution  of  the  ordinary  business,  in  order  to  attract 
better  men  and  get  them  to  be  more  persistent  by  putting  them 
in  the  way  of  getting  better  incomes.  Nearly  all  of  our  ordinary 
—  95  per  cent,  of  it  last  year  —  is  written  by  the  industrial  agents. 
They  were  paid  the  first  year's  commission,  and  the  renewals  were 
given  to  the  superintendent  and  assistants  as  the  best  means  of 
saving  lapses.  Last  year  we  began  the  system  of  allowing  the  re- 
newals to  the  agents,  in  order  to  encourage  persistence,  giving  the 
superintendent  also  a  small  interest.  This  is  an  effort  to  hold  the 
men  and  the  business,  the  result  of  which  it  will  take  a  few  years 
to  determine.  Kealizing  that  the  canvass  for  ordinary  by  indus- 
trial agents  must,  at  least  in  the  beginning,  be  among  the  in- 
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dustrial  risks,  we  have  not  expected  to  make  any  money  out  of  the 
ordinary  business.  We  are  satisfied  to  come  out  even,  if  we 
can  use  the  "business  to  attract  better  men,  to  hold  them  better, 
help  them  in  the  canvass  of  the  better  housed  and  paid  working 
classes,  and  so  raise  the  persistence  of  the  industrial  business  and 
reduce  the  expense  ratio.  This  is  the  line  on  which  we  are  work- 
ing, and  working  hard. 

Q.  Does  that  mean  that  premiums  in  the  Industrial  Depart- 
ment are  sufiiciently  high  to  enable  you  to  do  the  ordinary  business 
at  cost?  A.  No.  sir;  it  means  that  we  have  got  a  plant  which 
we  have  got  to  maintain  anyway,  the  plant  being  the  men,  the 
superintendents,  the  assistants,  the  officers,  and  we  do  not  increase 
that  expense  by  reason  of  the  ordinary  business,  except  as  charge 
the  increase  expense  of  the  ordinary  business. 

Q.  But  you  say  you  have  not  expected  to  make  anything  out  of 
the  ordinary  business  ?  A.  No,  sir,  and  we  come  out  aboiit 
even.     That  means,  our  "ordinary  business  is  all  on  a  stock  basis. 

Q.  That  means  that  all  your  profits  are  made  out  of  indus- 
trial premiums.     A.  Oh  yes,  sir. 

Q.  That  is  what  it  really  means  ?  A.  Oh  yes,  sir ;  and  all  profits 
paid  to  policyholders  are  out  of  industrial  premiums;  in  other 
words,  our  ordinary  business  is  a  stock  business,  loading  only 
from  10  to  17J  per  cent. 

Q.  If  you  did  merely  an  ordinary  business  at  your  present 
rate,  you  would  either  have  to  shut  up  or  be  regarded  as  a  phil- 
anthrophic  institution  ?  A.  No ;  the  first  thing  we  would  do  then 
would  be  to  establish  general  agencies  for  the  working  of  ordi- 
nary department  alone,  and  I  think  then  we  would  probably  come 
out  ahead  on  that  alone;  but  we  are  now  doing  it  through  in- 
dustrial agents,  and  we  really  started  the  ordinary  business  to 
help  out  the  industrial  agents,  and  for  them  only,  and  we  have 
not  started  a  system  of  general  agencies,  for  instance,  as  the 
Prudential  testified  they  had. 

Q.  Your  accumulation  of  profits  may  be  traced  exclusively 
to  your  industrial  business?    A.  Yes. 

Q.  Go  on.  A.  Except  so  far  as  the  intermediate  we  have 
accumulated  out  of  the  mortality  profits,  and  which  we  pay  out 
of  those  profits,  and  which  I  will  explain  later  on.  We  have 
realized  the  expensiveness  of  industrial  insurance,  and  it  was 
with  the  purpose  of  meeting  the  objection  that  we  devised  the  in- 
termediate policy.    We  resolved  to  try  the  experiment  of  offering 
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to  our  industrial  classes  a  policy  whicli  calls  for  annual,  semi- 
annual, or  quarterly  payments.  If  successftil,  we  ought  to  hold 
our  agents  better  and  to  save  the  industrial  business  better  and 
so  reduce  expenses.  In  other  words,  we  had  a  double  purpose — 
to  offer  a  cheaper  policy  to  the  working  man  if  he  would  pay  his 
premiums  quarterly,  instead  of  weekly ;  and  to  improve  the  qual- 
ity and  persistence  of  our  industrial  agents  and  industrial  policy- 
holders. 

The  idea  was  a  novel  one,  and  there  was  no  experience  of  com- 
panies to  draw  upon,  which  would  enable  us  -to  accurately  estimate 
the  results.  The  company  did  not  desire  to  enter  upon  what 
is  known  as  mutual  insurance,  based  upon  a  loading  so  large  as  to 
theoretically  pay  the  expense  and  leave  a  margin  for  payment 
back  of  so-called  dividends.  The  equitable  method  of  meeting 
the  problem  was  felt  to  be  the  construction  of  tables,  or  rates, 
based  upon  the  mortality  experience  of  the  company  in  the  in- 
dustrial department;  and  to  add  to  the  net  premium  ascertairied 
from  these  tables  the  same  loading  which  the  company  lias  used 
in  the  ordinary  policy — that  is,  stock  loading,  so-called — a  loading 
designed  to  cover  the  expenses,  but  not  to  provide  for  dividends 
on  the  policies.  It  wias  thought  quite  possible,  however,  that,  as 
tlie  better  paid  portion  of  the  working  classes  would  be  canvassed, 
n  better  mortality  would  be  experienced  than  that  in  the  industrial 
department.  The  policies  were  issued,  therefore,  with  the  pro- 
vision substantially,  that  if  profits  should  be  made  dividends 
would  be  paid. 

It  is  obvious  that  these  dividends  must  come  from  savings  from 
mortality. 

The  company's  experience  has  been  very  favorable  and  the  divi- 
dends paid  have  been  very  handsome  returns,  but  the  company 
forbids  its  agents  to  make  any  prediction  or  promise  as  to  the 
amount  or  rate  of  dividend  in  the  future. 

And  we  have  insured  thousands  of  our  industrial  policyholders 
on  the  ordinary  and  intermediate  plan.  We  encourage  the  agents 
to  get  them  to  change  by  exempting  the  agents  from  the  lapse  of 
an  industrial  policy  if  changed  for  our  ordinary  policy  in  a  mini- 
mum of  $1,000. 

The  issue  of  these  policies  has  really  effected  great  changes  in 
(he  agency  work  of  our  company,  and  a  class  of  people  which  for- 
merly was  not  canvassed  at  all  is  now  canvassed  industriously  by 
the  agents  of  the  old  line  companies.    We  claim  that  by  the  issue 
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of  this  class  of  policies  we  have  perfected  the  system  of  industrial 
insurance  and  have  performed  our  full  duty  to  the  v?age-earners 
by  furnishing  insurance  adapted  to  the  condition,  means,  habits 
of  life  and  requirements  of  all ;  weekly  premiums  for  those  who 
can  afford  no  better  and  for  those  of  an  age  unsuitable  for  large 
policies,  annual  preniiums  for  small  policies,  with  dividends,  if 
earned,  as  to  which  past  experience  has  brotight  the  cost  down  to 
nearly  that  of  Avhat  is  known  as  ordinary  in3uran':e. 

Q.  It  would  seem,  from  your  statement,  that  there  can  be  no 
real  reduction  in  the.  expense  of  industrial  insurance  except  as 
lapses  decrease  ?  A.  Except  as  lapses  decrease,  not  any  great  re- 
duction. 

Q.  What  would  be  the  extent  of  the  saving  if  you  cOuld  write 
the  same  amount  of  business  that  you  do  now  and  have  no  agents  ? 
A.  No  agents. 

Q.  Yes.  A.  The  figures,  that  I  have  given  you  approximately 
— we  will  save  special  salaries,  of  course. 

Q.  Of  about  a  million  and  a  half  a  year  ?  A.  Million  and  a 
half;  we  would  save  superintendents'  salaries  of  $384,000;  save 
the  extra  compensation. 

Q.  About  two  millions  and  a  half?  A.  I  think  pretty  nearly 
that. 

Q.  About  two  millions  and  a  half  out  of  the  total  exp^juditurc 
last  year  of  some  nineteen  millions  ?  A.  Well,  'two  millions  and  a 
half  is  that  portion  of  the  expense  charged  for  the  initial  cost  of 
new  business. 

Q.  It  would  make  your  total  expense,  then,  so  much  less.  Could 
you  write  the  amount  of  business,  which  you  write  now  in  your 
opinion,  if  you  had  branch  offices  established,  to  which  the  poor 
could  resort  and  obtain  insurance  on  application,  in  the  same  man- 
ner as  they  go  to  savings  banks  and  make  their  deposits  ?  A.  j^o, 
sir ;  I  have  no  idea  that  we  could  any  more  than  ordinary  life  com- 
panies— they  would  not  write  like  anything  like  the  business  they 
do.  Many  savings  banks  in  the  West  and  in  the  East,  too,  have 
agents. 

Q.  To  what  extent  do  you  think  your  business  would  fall  off 
if  you  did  it  on  that  basis,  and  open  offices  where  those  who  Wanted 
insurance  could  go  and  get  it?  A.  It  is  a  pure  guess;  I  could 
not  guesa  at  all.  I  think  there  would  be  a  riot  if  we  stopped  on 
account  of  the  existing  policies. 

Q.  That  is  another  story,  but  the  point  is  this :    What  is  there 
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in  your  argument  that  there  is  any  such  great  demand  among 
the  poorer  classes?  Is  the  demand  so  great  that  they  would 
be  -willii^g  to  go  to  branch  offices  and  get  their  insurance,  make 
their  payments,  and  the  company  be  saved  this  immense  expense, 
on  account  of  drumming  them  up?  A.  "No,  sir;  I  think  what 
would  happen  would  he  the  formation  of  assessment  companies 
and  burial  clubs,  which  would  have  agents,  and  which  would  get 
them  in  insecure  and  incompetent  companies,  rather  than  our  own. 
I  think  that  would  he  the  result. 

Q.  Wouldn't  it  be  the  consequence  that  the  real  thrifty  who 
wanted  insurance  would  go  and  get  it,  and  the  company  would 
be  saved  a  great  expense  of  going  to  that  class  and  the  introduc- 
tion of  the  improvident  and  thriftless  ?  A.  I  don't  think  so.  I 
think  the  provident  and  thrifty  have  agents  as  much  as  the  im- 
provident and  unthrifty. 

Q.  Have  you  made  any  calculation  upon  any  such  basis?  A. 
Oh,  there  is  no  calculation  based  on  that.  In  other  words,  I  do 
not  see  any  difference  at  all  between  the  agency  system  of  in- 
dustrial, and  of  the  ordinary  company. 

Q.  Well,  of  course,  the  difference  is  very  conspicuous  in  the 
expenses.  In  the  one  case  you  have  an  army  in  the  field  who 
are  soliciting  business  and  making  weekly  collections,  you  have 
a, very  careful  system  of  visitation  entailing  a  very  enormous  out- 
lay? A.  That  difference  in  expense  is  a  difference  which  the 
people  who  are  benefited  are  entirly  willing  to  bear. 

Q.  Well,  are  they  so  willing  to  bear  it  ?  A.  If  they  were  not, 
they  would  not  take  it. 

Q.  They  cannot  get  it  in  any  other  way?  A.  Yes,  they  could 
form  burial  clubs,  or  go  to  assessment  societies;  they  do  that  to 
some  extent  in  some  parts  of  the  country,  and  experience  shows 
that  what  they  need  is  a  solvent  well-managed  company  to  insure 
them, 

Q.  Of  course  you  cannot  change  your  rates  of  five  cents,,  ten 
cents,  and  fifteen  cents  a  week;  the  age  would  have  to  come  in 
the  benefits  given  ?    A.  Certainly. 

Q.  Now,  has  there  been  any  experiment  side  of  establishing 
branch  offices,  or  plapes  where  industrial  insurance  could  be  ob- 
tained and  the  expense  of  solicitation  avoided  ?    A.  I  don't  know 

of  any. 

Q.  In  Australia  has  there  been  anything  of  that  sort  done? 
A.  I  don't  know  the  particulars  of  the  system  by  which  the 
Government  carried  on  its  insurance.     It  was  a  failure. 
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Q.  What  does  the  Prudential  of  London  do  ?  A.  They  have  an 
enormous  body  of  agents. 

Q.  They  do  about  the  ^ame  as  you  1    A.  Yes,  sir,  precisely  the 

same. 

Q.  I  am  informed  they  have  about  one-third  of  the  entire  popu- 
lation of  Great  Britain  insured  ?  A.  I  think  their  policies  equal 
about  one-half  the  population,  now,  sir. 

Q.  Is  that  so  ?  Has  the  British  Government  there,  through  its 
post-office  an  industrial  insurance  department  at  the  present  time  ? 
A.  They  have. 

Q.  Do  ,you  know  to  what  extent  they  do  business  ?  A.  Only 
the  figures  which  I  have  given  you  to-day.  The  Prudential  does 
every  year  what  the  Government  has  done  in  twenty-nine  years. 

Q.  Do  you  know  whether  there  is  any  difference  in  the  rate? 
A.  I  don't  know. 

Q.  Do  you  know  whether  it  is  a  source  of  profit  to  the  Govern- 
ment ?    A.  I  don't  know  about  it  at  all- 

Q.  You  say  that  in  ISTew  Zealand  the  Government  started  it 
and  quickly  discontinued  it?  What  was  the  occasion  of  that?  A. 
I  think  it  was  a  failure. 

Q.  Why?  A.  I  don't  think  insurance  can  be  successfully 
prosecuted  unless  there  are  active  agents  to  canvass,  and  unless 
somebody  has  an  active  interest  in  getting  the  business.  The 
post-office  has  not  the  least  interest. 

Q.  And  is  New  Zealand  continuing  it  at  the  present  time  ?  A. 
I  understand  that  they  have  abandoned  it  finally. 

ME.  DAWSON:  They  are  continuing  it  with  agents?  A. 
(Continued)  Our  information  from  Australia  is  they  have  abso- 
lutely abandoned  it.  That  was  in  a  paper  read  before_some  society 
by  an  authority  down  there. 

Q.  But  the  fact  that  you  cannot  maintain  the  business  in  the 
way,  shows  that  at  least  there  is  not  as  great  a  demand  for  it  as 
there  is  for  example,  a  demand  for  an  institution  of  savings.  You 
have  to  stimulate  the  demand?  A.  I  don't  know  whether  we 
would  have  —  at  least  we  would  not  have  as  much  business  as  sav- 
ings banks.    Perhaps  we  would. 

Q.  That  would  be  enough  to  protect  you.  Put  you  on  a  sound 
basis?     A.  We  are  on  a  sound  basis  now. 

Q.  I  did  not  mean  to  imply  you  were  not,  but  I  mean  you  would 
be  in  the  other  event.     A.  I  still  think  that  the  existence  of  those 
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companies  and  the  number  of  policies  they  issue  year  by  year,  and 
the  number  they  have  in  force,  proves  the  public  want.  I  still 
think  that  poor  people  are  no  different  from  rich  people  iu  the 
necessity  of  having  insurance  presented  them  by  the  agent.  Many 
a  man  knows  he  needs  something,  but  he  won't  get  it  unless  he  is 
asked.  You  might  abolish  churches  on  the  ground  that  every  man 
might  have  his  own  personal  religion,  and  unless  it  is  dinged  at 
him  once  a  week;  if  a  man  wants  fire  insurance  he  goes  after  it, 
and  he  knows  he  wants  it.  Whereas  life  insurance  he  does  not — 
why  it  is  I  do  not  know;  I  do  not  see  any  reason  on  earth  for  re- 
fusing the  working  classes  the  same  freedom  of  contract  that  is 
afforded  the  rich  people,  and  the  same  facilities  for  getting  insur- 
ance. You  see  the  agent  goes  to  thie  man;  he  takes  his  applica- 
tion; he  goes  to  the  man  and  collects,  and  the  working  classes 
have  nothing  to  do,  they  do  not  have  to  cross  the  street  to  get  their 
insurance  and  keep  it;  everything  is  done  for  him. 

Q.  The  question  is  whether  their  opportunities  can  be  enlarged 
and  whether  they  can  have  the  benefit  of  insurance  at  a  decreased 
cost,  or  whether  for  the  same  payments  they  can  get  increased 
benefits.  A.  In  Fall  River  there  is  a  concern  as  a  philanthropic 
burial  association.  Well,  its  fundamental  principles  may  be 
judged  from  the  fact  that  it  went  to  the  Legislature  and  got  an 
act  passed  which  relieved  it  from  all  supervision  of  the  Slate  De- 
partment. That  has  been  in  business  for  many  years,  and  we  are 
alongside  of  it,  and  we  do  twice  or  three  times  the  business  that 
concern  does,  although  they  do  it  at  a  cheaper  rate.  People  want 
absolute  stability  and  they  wanted  to  be  waited  on ;  and  they  want 
to  be,  but  they  do  not  want  to  go  and  inquire  for  their  insurance. 
They  want  the  agent  to  come  and  collect  and  pay  death  claims,  it 
meets  a  real  want. 

Q.  You  have  been  asked  with  regard  to  the  matter  of  child 
insiirance.  What  have  you  found  to  be  the  attitude  of  charita'ble 
associations  with  reference  to  this  insurance?  A.  They  differ  in 
different  places,  Mr.  Hughes.  In  Philadelphia  they  are  epctremely 
friendly,  in  Boston  some  were  friendly  and  some  were  not.  In 
New  York  some  are  friendly  and  some  are  npt. 

Q.  You  had  a  hearing  in  Massachusetts  in  189'5  upon  that 
question?     A.  Yes,  sir. 

Q.  What  was  the  result  of  that?  A.  The  result  was  that  the 
matter  came  to  a  vote  in  the  lower  House,  and  the  bill  was  de- 
feated by  a  vote  of  149  to  23. 
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Q.  Have  you  any  legislative  inquiry  into  the  subject  of  child 
insurance  anywhere  else  ?  A.  We  had  to  some  extent  in  Missouri. 
Ohio,  Pennsylvania.  I  have  a  list  somewhere,  I  think,  of  jusi 
what  States  have. 

Q.  Will  you  state  what  attempts  have  been  made  to  legislate- 
against  child' insurance  and  what  investigations  have  been  had? 
A.  Attempts  to  legislate  against  child  insurance  have  more  than 
oiice  failed  in  England,  after  Parliamentary  investigation.  The 
Parliament  of  the  Dominion  of  Canada,  refused,  in  1895,  to 
prohibit  or  even  restrict  it.  In  this  country  bills  were  defeated 
after  hearing  in  Pennsylvania  in  1889  and  1897;  in  New  York 
in  1890;  in  Massachusetts  and  Tennessee  in  1895;  in  Ohio  in 
1900;  in  Missouri  in  1901;  in  ISTew  Hampshire  and  California  in 
1903.  In  all  of  these  States  bills  have  been  introduced  and 
abandoned  in  other  years;*  and  Connecticut,  Illinois,  Michigan, 
Ueorgia,  Delaware,  Indiana,  Utah,  iN^orth  Carolina  and  Wiscon- 
sin —  in  the  last  State  after  a  newspaper  discussion  in  which 
the  Bishop  of  Fond  du  Lac,  unsolicited  defended  and  supported 
the  business — have  refused  to  enact  prohibitory  bills.  Province 
of  Ontario  has  a  law  similar  to  Section  55  of  A"ew  York  Code; 
the  Code  Commissioner  of  Ohio  in  1895  and  Commissioners  of 
Wisconsin  and  Illinois  have  recommended  the  same. 

The  prohibitory  bill  in  Colorado  was  passed  after  refusing  the 
Prudential  (the  only  industrial  company  doing  business  there)  a 
hearing.  Its  business  there  was  very  small  and  the  law  was  not 
iirged  on  the  ground  of  experience  of  evil  but  alleged  anticipa- 
tion of  danger.  The  Insurance  Commissioners  have  recommended 
the  repeal  of  the  law. . 

During  the  current  year  the  Commonwealth  of  Australia  has 
enacted  a  law  similar  to  Section  55  of  our  Code. 

In  all  these  countries  and  States  (except  Colorado),  the  num- 
ber of  children  insured-  is  very  large.  In  England  there  are 
millions,  and  the  business  is  fifty  years  old.  The  number  of 
policies*  in  force  upon  children  betAvcen  one  and  ten  years  of 
age  in  the  three  largest  companies  at  the  end  of  1904  was  in 
the  United  States,  2,956,207 — over  twenty  per  cent,  of  the  en- 
tire population  of  the  United  States  at  these  ages;  in  Canada 
there  were  seventy  thousand  three  hundred  and  eighteen;  in 
Xew  York,  about  800,000;  Pennsylvania,  400,000;  Ohio, 
L'00,000;  Xew  Jersey,  250,000;  Massachusetts,  200,000;  Con- 
liceticut,  75,000;  Ehode  Island,  50,000;  Missouri,  150,000;  in 
Illinois,  150,000;  in  Indiana,  70,000. 
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The  fact  is,  industrial  insurance  is  family  insurance.  All  agesi 
are  taken  from  over  one  year  to  twenty.  And  the  number  of 
policies  in  force  closely  follow  the  population  in  the  relative  pro- 
portion of  each  age.  This  is  strikingly  shown  by  the  proportion 
of  population,  according  to  the  census  of  1900,  in  various  groups 
of  ages,  and  a  proportion  of  the  Metropolitan  policies  in  force  at 
the  same  age : 


Ages. 

Percentage 

Percentage  of 

of 

policies  in  force, 

Population. 

1904. 

1  to     4  inclusive 

9.57 

9.57 

1  to     9 

21.28 

22.47 

1  to  14 

31.94 

34.86 

1  to  19 

41.91 

45.35 

15  to  lY 

28.42' 

31.65 

20  to  29    , 

18.29 

17.68 

30  to  39 

13.88 

12.83 

40  to  49 

10.16 

9.96 

50  to  59 

6.80 

8.06 

60  to  69 

4.08 

4.86 

1  to  69 

95.12 

98.74 

BY  THE  CHAIKMAN: 

Q.  What  are  those  respective  columns?  A.  The  first  is  the 
percentage  of  population  at  the  respective  ages  named;  the  second 
is  the  proportion  of  policies  in  force  in  the  Metropolitan  at  the 
:-ame  ages. 

BY  MR.  HUGHES: 

Q.  Does  that  table  mean  in  fact  that  the  percentage  of  per- 
Kons  of  a  given  age  of  the  entire  population  is  substantially  the 
?ame  as  the  percentage  of  policies  of  the  same  agts  of  the  entire 
jiumber  insured  in  your  company?     A.  Yes,  sir. 

Q,  What  is  the  dediiction  to  be  drawn  fi'om  that?  A.  It  has 
been  often  charged  that  industrial  insurance  makes  a  specialty  of 
i.'hild  insurance. 

It  has  been  called  all  sorts  of  names;  it  has  been  said  we  insure 
the  aged,  infirm  and  absolutely  young.  It  is  absolutely  family  in- 
surance and  it  runs  through  the  entire  family  and  cannot  interfere 
with  any  ages  without  interfering  with  the  whole  system. 
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BY  MR.  HUGHES: 

Q.  It  is  a  microcosm,  your  company  is  as  compared  with  the- 
entire  population?     A.  1  think  so. 

Q.  Go  on.  A.  We  have  not  only  very  strong  negative  evidence 
that  children  are  not  injured  by  insurance  which  is  afforded  hy 
there  not  having  been  any  cases  of  death  caused  for  insurance 
money  in  all  these  years  with  so  many  millions  insured,  but  we 
have  the  positive  evidence  of  statistics,  both  in  England  and 
America,  shown  by  the  following  table: 

Q.  I  think  that  table  is  upon  the  record,  isn't  it?  A.  Not  the 
whole  of  it.     I  brought  down  the  experience  to  1904. 

Q.  You  have  shown  the  experience  of  the  Prudential  and  gen- 
eral in  the  United  States?  A.  And  the  old  experience  of  Metro- 
politan.    ISTow,  I  have  p\Tt  in  some  new  figiires  here. 

MR.  HUGHES:  I  will  offer  the  table  in  evidence. 

(Table  marked  Exhibit  No.  69Y.) 

Q.  If  you  will  state  the  purport  of  it.  A.  Comparing  the 
census  of  thirty-one  cities  in  1880  with  the  census  of  1900  gen- 
erally, the  round  figures  are:  Age  2,  87.4  and  46.6,  32.7;  at  age 
three,  36.7,  20.5,  22.0. 

BY  THE  CHAIRMAN: 

Q.  What  is  36.7  and  what  is  20.5?  A.  Those  are  the  deaths 
per  thousand  in  thirty-one  specified  cities  in  the  United  States 
of  1880. 

Q.  The  first  being  the  census  death?  A.  The  census  of  31 
cities  is  36.7,  our  own  experience  is  20.0,  to  show  that  our  own 
experience  is  less  than  those  of  the  population.  Age  four  and 
three  figures  tip  24.7,  13.2,  12.8. 

BY  MR.  HUGHES: 

Q.  Where  did  you  get  those  figures?  A.  I  get  the  figures 
from  the  census  reports  and  our  own  experience  I  get  from  actual 
calculations  made  by  the  actuary.  Age  five,  17.9,  9.4  and  8.8; 
and  the  ages  fixed  to  ten  figure  up  8.2,  8.9,  5.2  and  5.1.  And  I 
state,  the  figures  for  31  cities  have  not  appeared  in  the  census  sines 
1880.  It  is  with  the  cities  that  comparison  should  fairly  be  made 
of  the  mortality  of  the  population  and  of  the  company's  risks,  for 
of  the  total  business  of  the  Metropolitan  49  per  cent,  is  located  in 
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them,  thougli  their  population  is  only  16  per  cent,  of  the  population 
of  the  United  States.  The  company  had  at  the  end .  of  1904 
1,654,287  policies  in  force  upon  children  at  those  ages. 

BY  MK.  HUGHES: 

Q.  What  is  meant  by  Farr's  table?      A.  Fair's  table  is  the^ 
English   table   of  general   population.     We  have  none   in   this 
country. 

Q.  And  that  is  the  percentage  of  the  entire  population?  A. 
It  is  the  number  of  deaths  per  thousand  at  the  respective  ages 
in  the  entire  popvilation: 

Q.  Then  this  means  that  at  age  two  the  deaths  per  thousand 
in  Great  Britain  are  65.6  per  cent.,  according  to  Farr's  table? 
A.  Yes,  sir. 

Q.  That  at  the  same  age,  according  to  the  census  of.  1900,  in 
the  United  States,  the  deaths  per  thousand  are  46.6?  A.  Yes, 
sir. 

Q.  That  at  the  same  age  according  to  the  experience  of  the 
Metropolitan  the  deaths  per  thousand  are  32.77  ?     A.  Yes. 

Q.  And  at  the  same  age  according  to  the  experience  of  the 
Prudential  Insurance  Company  of  London,  the  deaths  per  thou- 
sand are  63.2  per  cent.  ?     A.  Yes,  sir. 

Q.  At  age  five  the  deaths  per  thousand  in  Great  Britain  are 
17.9  per  cent.,  and  in  the  United  States,  according  to  the  census 
of  1900,  9.4?     A.  Yes,  sir. 

Q.  And  in  the  Metropolitan  experience  in  1904,  8.8  per  cent.  ? 
A.  Yes,  sir. 

Q.  Now,  what  does  the  insurance  upon  children  really  amount 
to-^what  are  the  average  benefits  ?  A.  The  schedule  of  insur- 
ance as  in  evidence  showing  that  it  may  vary  on  each  child  from 
a  maximum  of  $16  under  three  months  in  force  at  age  2,  to  $240 
at  age  10;  thereafter  increasing  each  year  after  age  12  by  a  guar- 
anteed dividend.  This  is  total  insurance  imder  age  10,  for  if 
insurance  is  taken  in  more  than  one  company  the  excess  insurance 
is  not  paid,  but  the  premiums  are  returned  on  the  excess.  Bui 
the  question  is  best  answered  as  to  the  actual  insurance  by  stating 
the  average  amount  of  death-claims  paid.  In  1904  the  average 
amount  on  ages  under  10  was  $32.56;  under  age  15,  $48.90.  At 
the  tender  ages  the  amounts  are  small.  At  age  2  the  average  was 
$13.33;  age  3,  $19.10;  age  4,  $23.46;  age  5,  $27.70. 

BY  MR  PRENTICE: 

Q.  Is  there  a  maximum  limit  fo^  en  on   ng?  of  the  insurance 
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that  may  be  taken  out?  A.  Yes.  We  don't  take  insurance  for 
more  than  ten  cents  and  we  provide  that  if  other  companies 
insure  as  -well  as  ourselves,  we  will  not  pay  the  insurance,  but 
only  excess  premiums  back — we  will  return  the  premiums  paid. 

Q.  Is  ther.e  a  maximum  amount  as  to  each  age  which  has  to 
1)«  paid  as  a  death  claim  ?     A.  Yes,  sir. 

Q.  Have  you  in  that  statement  a  list  of  these  maximum 
amounts  ?  A.  Yes,  sir,  they  axe  in  evidence  in  the  table  of  rates. 
Age  10,  as  I  recollect,  is  $240. 

Q.  You  have  given  the  average  amount  of  death  claims  paid 
there?     A.  Yes. 

Q.  In  some  cases,  I  take  it,  the  maximum  amount  is  paid? 
A.  Yes,  there  would  have  to  be  a  maximum  amount. 

Q.  Have  you  any  idea  in  what  proportion  in  a  general  way? 
A.  It  is  quite  evident  they  are  in  a  small  proportion  from  the 
fact  that  the  average  amount  paid  is  so  much  less. 

Q.  You  have  no  idea  in  a  general  way,  in  what  proportion 
of  cases  the  maximum  amount  is  paid  ?  A.  No,  sir.  I  suppose 
I  can  find  that  out,  but  it  cannot  be  so  very  large. 

BY  ME.  HUGHES : 

Q.  Do  you  find  that  there  is  any  difference  in  the  rate  of 
lapses  in  connection  with  child  inourance  from  that  which  you 
find  in  connection  with  adult  insurance  ?  A.  'The  persistence  is 
better,  ]\Ir.  Craig  says,  and  that  was  my  own  notion. 

Q.  You  were  asked  with  regard  to  the  inspection  of  children, 
what  are  your  instructions  to  physicians  with  reference  to  inspec- 
tions? A.  All  children  are  medically  inspected;  but  the  instruc- 
lions  to  the  physicians  on  infantile  applications  were  not  put  in  evi- 
dence, they  are  as  follows:  Eule  28,  of  the  Manual  of  Instruction 
to  Medical  Examiners,  page  20. 

"  28.  It  is  very  important  that  you  advise  the  company  in  anv 
case  where  your  good  judgment  dictates  that  the  result  is  not  a 
desirable  one  because  of  the  pecuniary  circumstances,  the  hygienic 
surroundings,  the  mode  of  life,  and  the  morals  of  the  life  proposed. 
Would  you  care  to  insure  the  life  yourself?  must  be  the  guiding 
rule  of  your  advice  to  the  company.  The  company  does  not  desire 
to  insure  tlie  very  poor;  to  place  insurance  which  is  not  likely  to  be 
kept  up ;  to  write  a  policy  upon  a  life  which,  by  reason  of  unhealthy 
sarroundings,  immoral  habits,  or  irregular  ways  of  living,  has  not 
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an  equal  chance  with  others  to  persist  and  survive;  or  to  get  huhl- 
iiess  from  people  already  insured  who  cannot  afford  the  increased 
premiums.  In  the  case  of  insurance  of  children,  the  question  mvist 
present  itself  to  you :  Has  the  child  an  average  chance  of  surviving ; 
is  it  likely  to  be  well  taken  care  of;  to  be  properly  clothed,  housed 
and  fed,  according  to  the  best  judgmerjt  and  ability  of  the  parent 
or  guardian ;  is  the  parent  or  guardian  a  moral  person ;  is  the  home  ' 
one  of  indiTstry  and  thrift ;  is  the  insurance  a  bona  fide  provision 
against  the  chances  of  death  which  are  common  to  humanity  ?  _  If 
you  find  the  parents  drunken  or  shiftless,  or  extremely  poor,  or  liv- 
ing in  an  unhealthy  locality  or  house,  reject  the  application  on  the 
life  of  a  child  —  not  because  of  fear  of  foul  play,  for  this,  in  our 
experience,  does  not  exist  in  this  country,  where  poverty  seems  to 
gather  the  children  closer  to  the  mother's  breast.  But  because  such 
insurance  by  its  low  average  of  persistence  and  high  average  of 
mortality,  cannot  be  a  paying  business  for  the  company  and  can 
only  result  in  the  payment  by  the  average  policyholders  of  claims, 
on  the  lives  of  the  imder  average." 

Q.  How  long  has  that  rule  been  in  your  manual?  A.  Oh,  a 
good  many  years,  sir. 

BY  MR  PKE^TICE: 

Q.  In  regard  to  the  table  just  put  in  evidence,  the  lives  of  chil- 
dren which  you  insure  are  selected  lives,  of  cour-^e?  A.  All  of 
them. 

Q.  And  therefore  it  would  be  perfectly  nruural  to  suppose  that 
tlip  percentage  of  death  among  those  would  be  less  than  the  per- 
centage of  death  among  the  lives  of  children  in  the  thirty-one 
cities  ?  .A.  Yes,  sir ;  and  it  is  true  that  they  are,  and  that  is  one 
argument  in  our  judgment  against  the  theory  that  the  children  are 
abused,  because  if  insured  children  were  abused  I  think  it  wotild 
be  found  that  statistics  would  show  how  mortality  was  in  excess  of 
that  of  population  instead  of  under  it. 

Q.  lias  a  case  ever  been  brought  to  your  attention  under  whicli 
there  was  suspicious  circaimstances  ^  A.  There  have  been  eliargfs 
in  the  newspapers  of  such  cases.  We  have  always  investig.ited 
them  and  never  have  found  a  single  case. 

Q.  Have  you  contested  the  payment  of  any  death  claim  because 
of  suspicious  circumstances  in  connection  with  the  death  of  the  -n- 
sured  ?     A.  I^ot  on  the  lives  of  children  we  have  not. 

Q.  I  mean  as  to  a  child  ?     A.  Not  on  the  lives  of  children. 
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BY  ME.  HUGHES: 

Q.  You  were  asked  in  regard  to  the  table  of  increasing  life 
and  endowment  policy.  Will  you  state  what  the  origin  of  that 
table  is  and  what  has  been  your  experience  in  reference  to  it  ? 
A.  That  origin  of  the  table  upon  whicb  over  58  psr  cent,  of  our 
business  is  now  written  (over  21  per  cent,  more  are  upon  plain 
20-year  endowment  tables)  was  the  discovery  made  when  we 
constructed  mortality  tables  from  our  own  experience."  Pre- 
viously the  benefits  had  been  determined  by  English  examples 
without  knowledge  of  the  real  mortality  at  each  age.  We  found 
that  we  were  losing  money  on  certain  ages  and  making  money 
disproportionately  at  other  ages.  This  table  was  based  upon 
actual  experience  of  mortality  with  a. nearly  uniform  loading.  Its 
adoption  marked  the  beginning  of  the  use  of  really  scientific 
tables  of  benefits  in  industrial  insUKince  on  this  side  of  the  water. 
Taking  the  infantile  and  adult  tables  together  and  comparing 
them  with  the  tables  in  use  before  January  1,  1896,  it  will  be 
found  that  there  are  many  changes.  The  younger  ages  show 
lar^  increases  in  benefits;  the  older  ages  decreases.  This  was 
not  done  to  save  money. 

Q.  As  matter  of  fact  it  did  save  money,  didn't  it?  A.  Wo,  sir, 
as  I  go  on  to  show. 

Q.  Go  on.  A.  It  was  done  in  order  to  treat  each  age  according 
to  our  experience  of  mortality  and  treat  all  alike.  The  ratio 
of  claims  paid  to  premium  income  has  indeed  decreased  a  few 
points;  but  this  has  been  the  experience  of  the  Prudential  of 
Newari,  which  retained  the  whole  life  adult  table.  The  mortality 
of  the  country  has  deqreased.  The  influence  of  medical  inspect 
tion  has  been  toward  the  reduction  of  the  ratio.  But  the  ratio 
of  death  claims  to  premium  income  in  the  Metropolitan  has 
always  been  and  still  is  higher  than  in  the  Prudential  of  ISTewark 
with  the  old  table.  It  was  higher  than  in  the  John  Hancock, 
which  retained  the  whole  life  policies  until  that  company  some 
years  ago  adopted  full  inamediate  benefits  on  large  palicioe  — 
a  plan  it  has  been  compelled  to  modify.  If  at  the  same  ages, 
therefore,  our  benefits  are,  less  it  is  because  with  the  mortalitv 
experience  these  ages  earn  less.  As  a  matter  of  fact,  we  do 
not  save  money.  The  net  amount  of  increased  reserve  which  we 
have  put  up  on  these  adult  policies  down  tp  December  31  1904 
after  deducting  the  savings  on  death  claims  comparing  both 
the  reserve  and  the  death  claims  with  the  whole  life  table  is 
$1,692,969. 
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The  endowment  at  age  80  is  the  same  variety  of  whole  life  as 
that,  years  ago  adopted  by  the  New  England  Life  Insurance 
Company,  Whole  life  tables  are  really  endowments  at  age  95. 
We  shorten  this  to  80  because  many  do  live  to  be  80,  and  we  have 
made  our  whole  policies  payable  at  80.  In  the  cases  of  those  who 
have  paid  for  fifteen  years  we  adopted  the  cash  dividend  system 
for  whole  life  policies;  we  guarantee  a  reversionary  dividend  in 
the  increasing  life  endowment  'policies.  This  reversionary  divi- 
dend is  much  larger  than  a  cash  dividend  on  whole  life  policies. 
The  latter  is  paid  quinquennially.  The  reversionary  dividends 
are  yearly  after  the  third  year.  We  believed  that  this  guarantees 
increase  would  encourage  persistence.  We  believed  that  old 
age  endowment  would  meet  a  demand  which  was  arising,  espe- 
cially in  England,  the  influence  of  which  we  believed  would 
extend  in  this  country.  The  paid-up  provisions  are  simple  and 
prevent  any  misrepresentation  as  to  amount  which  was  some- 
times made  under  the  whole  somewhat  complicated  table;  and 
the  endowment  period  also  fixed  a  terminal  date  for  paid-up 
policies,  which  saves  a  dissatisfaction  sometimes  arising  from 
the  expectation  of  -life  paid-up  policies.  In  short,  the  design  of 
the  table  was  to  save  money,  but  to  be  fair  to  every  age  by  a 
table  constructed  on  the  same  principle  as  ordinary  policies, 
Avhere  a  certain  loss  at  some  age  and  undue  profits  at  other  ages 
vould  be  criticised  and  intolerable,  and  to  prevent  any  possible 
misrepresentation. 

N'ow,  compare  this  table  in  its  results  with  the  whole  life  table. 
In  apparent  criticism  of  its  relative  benefits  to  policyholders  we 
Avere  asked  what  would  be  the  maximum  amount  payable  at  the 
age  80  for  a  ten  cent  premium  imder  an  increasing  life  and  en- 
dowment policy  issued  at  age  10  and  the  answer  was  $297.  To 
the  question  as  to  what  amount  would  have  been  paid  in  pre- 
miums the  answer  was  $364.  As  this  table  was  being  contrasted 
with  the  whole  life  it  is  only  fair  to  state  what  the  position  of  a 
man  who  took  the  whole  life  would  be. 

The  amount  of  premiums  paid  would  be  the  same,  $364,  but 
the  death  benefit  would  be  but  $240. 

Under  the  increased  life  and  endowment  policy  he  would  re- 
receive  in  cash  from  the  company  at  age  80  $297,  but  under  the 
whole  life  contract  he  would  not  only  receive  nothing,  but  bo 
obliged  to  continue  to  pay  ten  cents  a  week,  and  should  he  sur- 
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vive  until  age  90  his  gross  payment  of  premiums  would  be  $il6, 
for  which  a  death  benefit  of  $2-10  would  be  paid. 

Xow,  take  the  case  of  inability  to  continue  the  insurance. 
Wliat  are  the  respective  benefits  to  the  policyholder?  Suppose 
he  had  paid  for  twenty  years  and  had  applied  for  a  paid-up  policy. 
Under  the  increasing  life  and  endowment  table  he  would  get  a 
paid-up  policy  for  $85,  payable  as  an  endowment  of  age  80. 
Under  the  whole  life  table  he  would  get  a  paid-up  policy  for  only 
$77,  and  this  would  be  good  for  thirty -four  years  and  157  days. 
Take  the  man  in  each  case  when  he  reaches  age  65.  If  insured 
under  increasing  life  and  endowment  table  he  would  have  a  policy 
on  which  he  would  be  paying  no  premium,  good  for  $85  at  death 
or  age  80.  If  insured  under  the  whole  life  table  he  would  have 
no  insurance  at  all  —  it  would  have  expired;  or  if  the  company 
should  grant  him  a  whole  life  paid-up  policy  it  would  be  for  only 
$05.  These  illustrations  we  think  sustain  and  justify  the  in- 
creasing life  endowment  table. 

Q.  What  age  did  you  take  the  insurance  at,  in  illustration,  a.-- 
to  the  paid-up  policy  of  $85?    A.  Don't  I  state  there? 

Q.  Is  it  age  10,  to  Avhich  you  referred  a  little  further  back  J 
A.  Age  10,  yes,  sir. 

Q.  And  under  that  table  the  person  insured  at  age  10  is  sup- 
posed to  pay  ten  cents  a  week?  A.  Howard,  have  you  got  my 
red  book,  the  table  of  rates? 

(Book  produced.) 

Q.  Well,  that  is  your  illustration,  ten  years?  A.  Yes,  sir;  I 
thought  you  were  going  to  ask  as  to  some  other  ages,  and  I  wanlcii 
to  be  ready. 

Q.  Take  age  10,  that  would  be  on  the  basis  of  ten  cents  a  week, 
or  $5.20  a  year?    A.   Yes,  sir. 

Q.  And  in  twenty  years  he  would  have  paid  in  how  n)uch, 
$101?    A.  Yes,  sir. 

Q.  Now,  you  give  him  at  that  time,  being  thirty  years  of  age, 
a  policy  paid  up  for  eighty-five  dollars,  payable  at  the  expiratioj- 
of  fifty  years  ?    A.   That  is  right,  sir. 

MK.  CEAIG:    Or  death. 

THE  WITISTESS:    Or  prior  death. 

Q.  Or  on  prior  death?  A.  Or  on  prior  death.  Under  the 
Avhole  life  table  he  would  only  get  seventy-seven  dollars,  onK 
good  for  thirty-four  years  and  a  hundred  and  fifty-seven  davs. 
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Q.  And  age  thirty,  under  the  combined  experience  table,  the 
expectation  of  life  is  thirty-four  years.  That  is,  for  which  you 
would  give  the  paid-up  policy  ?  A.  Thirty-four  years  and  a  hun- 
dred and  fifty-seven  days,  under  the  whole  life  system. 

Q.  Under  the  M'hole  life  system  how  much  would  be  given  in 
case  of  death  on  the  paid-up  policy  age  thirty?  A.  If  he  died 
prior  to  that  time,  seventy-seven  dollars. 

Q.  And  under  the  increasing  life  and  endowment,  if  he  died,  it 
would  be  how  much?  A.  Eighty-five  dollars,  but  if  he  died  a 
year  after  he  would  in  the  one  case  get  eighty-five  dollars,  and 
in  the  other  nothing. 

Q.  Well,  that  would  be  a  criticism  which  would  attach  more  to 
the  paid-up  policy  for  seventy-seven  dollars  on  the  term.  A.  That 
is  true,  but  if  h,e  were  getting  a  whole  life  on  the  other  policy,  it 
would  be  sixty  dollars,  as  against  eighty-five  dollars. 

Q.  But  age  thirty,  and  before  the  issue  of  the  paid-up  policy 
under  the  whole  life  plan,  how  much  would  the  man  receive,  say 
if  he  died  at  Age  twenty-five?  A.  If  he  died  at  age  twenty- 
five  

Q.  Insured  at  ten  years  at  ten  cents  a  week  on  the  whole  life 
plan.     A.  That  is  fifteen  years,  is  it  not? 

Q.  Yes.     A.  Two  hundred  and  forty-two  dollars,  I  think. 

Q.  1^0,  we  are  talking  of  the  whole  life  plan,  if  he  died  at  age 
twenty-five.     A.   1  misimderstood  you. 

Q.  Insured  at  age  ten,  at  ten  cents  a  week?  A.  He  would  get 
two  hundred  and  forty  dollars. 

Q.  And  under  the  other  plan  ?  A.  He  woiild  get  two  hundred 
and  forty-two  dollars. 

Q.  Is  there  anything  further  in  your  testimony  that  you  desire 
to  explain,  Mr.  Fiskci'  A.  There  is  just  one  thing,  Mr.  Hughes, 
that  I  felt  a  little  sensitive  about,  and  that  was  the  Bulletin.  Mr. 
Hughes  asked  about  Bulletin  449.  I  want  to  say  that  I  wrote  Bul- 
letin 449,  in  which  occurs  the  sentence,  "The  Metropolitan  is  prac- 
tically a  mutual  company,  and  it  is  managed  in  the  interest  of  the 
policyholders  alone,"  about  which  Mr.  liegeman  was  asked, 
■whether  our  men  are  instructed  to  represent  the  company  to  the 
people  as  a  mutual  company.  That  sentence  was  a  reminder  to 
the  men  of  the  institution  by  speech  and  pen  repeatedly  given  to 
them,  and  they  well  understand  the  reference  concerning  the  coni- 
j.iany's  real  attitude  toward  the  policyholders,  namely :  That  while 
it  is  a  stock  company  its  dividends  are  limited  to  seven  per  cer.t. ; 
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that  nearly -five  per  cent,  is  made  out  of  the  investment  of  capital ; 
that  the  stockholders,  therefore,  make  two  per  cent,  out  of  the 
business;  that  the  capital  will  never  be  increased  out  of  surplus; 
that  the  policyholders  can  outvote  the  stockholders  for  members 
of  the  board  of  directors ;  that  millions  of  dollars  have-  been  paid 
in  dividends  to  Industrial  policyholders  beyond  any  provisions  of 
their  contract;  that  annually  about  $600,000  has  long  been  paid 
for  industrial  dividends,  against  $140,000  to  stockholders;  that 
the  surplus  is  kept  down  by  these  payments  to  policyholders;  that 
the  officers  can  have  and  do  have  no  other  ambition  than  to  man- 
age the  company  in  the  interest  of  policyholders ;  and  that,  there- 
fore, it  is  particularly  a  mutual  company.  I  never  authorized  any 
representation  that  the  company  is  in  form  a  mutual  company, 
for  all  our  financial  statements  and  advertisements  show  the 
capital  and  surplus,  and  in  all  of  these  addresses  I  have  mentioned 
the  stock  dividends  to  show  how  little  the,  stockholders  make  out 
of  the  business. 

Q.  And  what  did  you  say  was  the  extent  of  your  non-partici- 
pating business  ?    A.  In  the  ordinary  department  ? 

Q.  Yes.     A.  i  think  it  is  practically  all. 

Q.  All  non-participating  ?    A.  Yes. 

Q.  And  in  the  industrial  department  ?  A.  It  is  all  non-partici- 
pating. 

Q.  Except  these  amoimts  which  are  shown  to  be  paid  from, year 
to  year  as  a  concession  to  the  policyholders?     A.  Yes. 

-Q.  So  that  practically,  the  profits  are  accumulated  for  the 
stockholders'?  A.  Except  as  they  are  distributed  fo  the  policy- 
holders. 

Q.  Except  as  you  give  a  certain  amount.  The  non-participating 
means  that  the  policyholder  has  not  any  right,  to  share  in  the 
profits  ?  A.  It  means  he  has  no  right  to  share  in  the  profits,  but 
we  also  say  we  have  the  settled  policy  to  keep  down  our  surplus 
to  ten  per  cent,  of  oiir  assets,  and  we  do  "distribute  it  as  a  matter 
of  fact. 

Q.  Well,  that  is  a  settled  policy  which  you  can  unsettle?  A.  It 
is  a  settled  policy  referred  to  in  this  bulletin. 

Q.  That  is  what  ymi  had  in  mind?  A.  That  is  what  the  men 
had  in  mind  when  they  heard  it,  and  that  coupled  with  the  fact 
that  the  company  had  put  the  right  to  vote  in  the  hands  of  policy- 
holders, make  it  very  proper,  I  think,  to  say  to  our  men  that  we 
are  practically  mutual,  so  far  as  the  fact  that  we  are  managing 
the  company  in  the  interest  of  the  policyholders  and  nothing  else. 
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Q.  I  suppose  all  companies  would  claim  to  be  mutual  to  that 
extent?  A.  ISTo,  stock  companies  who  are  in  it  to  make  money, 
wjiose  dividends  were  not  limited,  could  not  make  that  claim. 
Oiir  point  is  that  we  can  only  make  two  per  cent,  out  of  the  busi- 
ness. 

Q.  You  have  a  legal  right  to  take  all  the  profits  for  the  stock- 
holders, save  to  the  extent  that  your  business  is  participating,  and 
that  is  a  very  small  fraction  ?  A.  We  have  no  right  to  take  it  at 
all  under  the  charter.  It  is  held  for  the  security  of  the  policy- 
holders. 

Q.  You  mean  it  cannot  be  distributed  to  anybody  ?  A.  To  any- 
body except  policyholders. 

BY  THE  CHAIRM'A]!^: 

Q.  You  have  stated  that  your  management  is  constantly  en- 
'  gaged  in  endeavoring  to  cheapen  the  administrative  expenses  of 
your  company?     A.  Yes. 

Q.  Is  there  any  affirmative  legislative  action  that  will  assist  you 
to  do  that,  that  you  can  suggest  ?  A.  I  do  not  think  legislation  is 
ne(;ded  at  all,  sir,  in  the  industrial  business.  I  think  if  left  alone 
we  will  work  out  these  problems  better  than  any  legislature  can. 
We  are  in  the  business  and  we  are  studying  it,  and  we  have  not 
any  other  work  to  do  in  the  world  than  work  it  out,  and  we  will 
do  it  if  we  are  left  alone. 

Q.  There  is  no  power  that  you  need  in  addition  to  those  now 
^possessed  by  you  ?  A.  I  think  not.  I  think  perhaps  the  reserve 
laws  may  be  said  to  be  a  little  severe,  but  we  do  not  complain  of 
them. 

BY  ME.  HUGHES: 

Q.  You  have,  from  time  to  time,  gone  to  the  legislature  to  get 
power  to  distribute  your  surplus  in  stock  dividends?  A.  in  the 
earlier  years,  yes. 

Q.  But  not  for  many  years  ?  A.  No,  not  since  I  have  had  any 
connection  with  the  company. 

Q.  You  said  yesterday  that  Lake  Shore  &  Michigan  Southern 
stock  was  now  worth  four  hundred  dollars,  according  to  your 
information.  A.  ISTo,  I  said  I  understood  our  company  had  been 
offered  four  hundred  dollars  and  declined  it  for  a  large  block. 

Q.  Your  testimony  as  reported  is  as  follows:  "Q.  There  were 
no  quotations  in  excess  of  320?  A.  I  am  not  certain  that  is  so. 
I  think  I  did  hear  of  sales  above  that.     I  understand  that  it  is  now 


oS5i  Legislaiice  Insurance  Investigation. 

at  four  hundred."  A.  What  I  am  quite  sure  I  stated  is  that  W6 
have  been  offered  four  hundred  for  our  large  block  of  stock  and 
declined  it,  and  my  statement  yesterday  was  that  a  large  block 
of  this  particular  stock  is  worth  a  great  deal  more  than  a  small 
amount.  If  you  will  recollect,  the  stock  of  this  company  is  held 
almost  entirely  by  the  Xew  York  Central,  and  there  is  very  little 
out  that  is  not  in  the  hands  of  two  or  three  people. 

Q.  I  notice  the  quotations  in  this  morning's  paper ;  sale  of  430 
shares  at  340.  ,  A.  Well,  I  can  quite  well  realize  if  there  is  any 
desire  to  buy  the  large  blocks  of  stock  it  would  be  easier  to  make 
a  small  market  to  tempt  people  to  buy.  I  still  think  we  could 
get  400,. 

Q.  My  inquiry  was  directed"  to  the  quotation.  I  understood 
your  testimony  was  to  that  effect.  A.  I  did  not  intend  to  so 
testify.  Perhaps  I  ought  to  say  on  that  whole  subject,  I  do  not 
know  whether  I  made  it  entirely  clear,  the  fact  that  Mr.  Read 
bought  this  stock  for  the  Metropolitan  without  charging  the  Met- 
ropolitan any  commission,  and  that  his  claim  is  that  he  bought 
it  from  Butler  at  350,  and  that  Butler  divided  the  difference  with 
him  as  commission.  And  that  he  claims  that  he  is  right  about  it. 
I. do  not  want  to  do  any  injustice  to  Mr.  Read.  He  is  quite  certain 
that  his  transaction  was  entirely  justified  by  the  rules  of  the  Street 
and  of  right  dealing. 

Q.  If  he  was  dealing  with  the  Metropolitan  without  obtaining 
a  commission,  that  put  the  Finance  Committee  upon  inquiry,  did 
it  not?  A.  The  Finance  Conunittee  passed  a  resolution  authoriz- 
ing him  to  buy  at  not  exceeding  350,  and  nothing  was  said  at  that 
time  about  commissions. 

Q.  And  he  did  not  charge  any  commission  upon  the  sale?  A. 
There  was  no  chai'ge  for  commission  when  the  bill  came  in. 

Q.  Then  did  not  the  committee  understand  that  he  was  making 
a  profit  in'  some  way  ?  A.  I  think  the  Finance  Committee  under- 
stood that  he  had  made  a  commission.  The  amount  of  it  they  had 
no  idea  of  imtil  a  week  or  so  ago. 

Q.  In  your  company  because  of  the  large  industrial  business 
that  you  have,  there  is  a  great  deal  of  expense  in  regard  to  adver- 
tising and  printing,  stationery  and  postage,  is  there  not?  A.  We 
think  as  to  advertising  it  is  very  low  indeed  as  compared  with 
other  companies.     We  advertise  very  little  and  very  seldom. 

Q.  So  far  as  your  stationery,  postage  and  printing  are  con- 
cerned ?    A.  It  must  be  large. 


Testimony  of  Edward  W.  ScoH.  3855 

Q.  And  large  as  compared  with  -other  companies  ?  A.  1  don't 
know  as  to  that. 

Q.  Well,  I  notice  that  in  the  Metropolitan  statement  of  last 
December  the  advertising,  printing,  stationery  and  printing  is  put 
at  $635,822.54  and  in  the  Mutual  the  same  items,  advertising, 
printing  and  stationery  and  postage  is  put  at  $1,134,833.76.  How 
does  your  stationery  compare  with  the  Mutual,  I  mean  in  extent  ? 
A.  Why,  I  do  not  want  to  be  put  in  the  attitude  of  criticizing  the 
Mutual 

Q.  Well,  we  will  not  say  anything  about  the  Mutual,  but  in 
comparison  with  an  old  line  company  jow  have  perhaps  largcv 
demands  for  stationery  and  postage,  have  you  not,  on  the  same 
volume  of  business  ?  A.  We  have  very  large  demands  indeed, 
and  we  print  our  newspaper,  as  I  said  yesterday,  4,000,000  everv 
iither  month,  and  our  form  supplies  are  verv  numerous  indeed. 

EDWAED  SCOTT  resumed. 

BY  MR.  HUGHES : 

Q.  Mr.  Soott,  I  referred  in  your  examination  the  other  day  to 
the  test  case  which  had  been  brought  by  your  company  to  deter- 
mine the  construction  of  the  t-ax  vipou  gross  amount  of  premiums. 
I  will  ask  you  whether  the  law  to  which  your  referred  was  Section 
187  of  the  tax  laws,  laws  of  1896,  Chapter  908,  as  amended  by 
the  laws  of  1901,  Chapter  118,  authorizing  an  anniial  tax  upon  the 
gross  amount  of  premiums  received  during  the  preceding  calendar 
year  by  every  domestic  insurance  company  for  the  privilege  of 
exercising  coi^rate  franchises  and  of  carrying  on  business  in 
the  State.  The  law  provided  that  the  taxes  to  be  paid  over  before 
the  first  day  of  June  in  each  year  ?  A.  Yes,  that  is  correct,  Mi-. 
Hughes. 

Q.  And  the  question  for  decision  was  whether  the  tax  was 
retroactive  and  whether  the  law  imposed  a  tax  upon  premiums 
derived  from  contracts  made  prior  to  the  time  the  statute  took 
effect?    A.  Yes. 

Q.  And  the  decision  of  the  court  was  that  as  the  statute  did  nfit 
go  into  effect  until  October  1,  1901,  that  the  provision  in  the  law 
that  the  tax  should  be  based  upon  the  amount  of  premiiuns  re- 
ceived during  the  preceding  calendar  year  must  refer  to  the  calen- 
dar year  commeucing  January  1  thereafter,  since  if  the  year  com- 
mencing with  the  preceding  year  Avas  intended,  the  law  would  bc> 
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retroactive,  the  tax  reacting  during  nine  months  when  no  lav?  au- 
thorizing it  was  ifi  existence  ?    A.  Yes,  sir. 

Q.  That  being  the  decision  of  the  Court  of  Appeals,  as  reported 
in  the  I79th  New  York,  page  227  ?    A.  Yes,  sir.    ' 

Q.  There  was  iTo  testimony  required  in  the  case,  was  there?  It 
was  a  simple  matter  of  statutory  construction  ?    A.  Yes. 

Q.  And  the  record  was  a  very  brief  one  ?    A.  Yes,  sir. 

Q.  Mr.  Andrew  Hamilton  appeared  for  you  in  the  Court  of  Ap- 
peals?   A.  In  the  Court  of  Appeals. 

MR.  GILBEET:  I  think  he  appeared  before  the  Appellate 
Division. 

Q.  And  also  in  the  Appellate  Division  ?    A.  I  think  not. 

Q.  Who  appeared  in  the  Appellate  Division?  A.  Mr.  E.  E. 
McCall — I  think  I  am  correct  about  that. 

Q.  And  who  tried  the  case  at  Special  Term  for  your  company? 
A.  There  was  no  Special  TSrm. 

Q.  It  ■^as  a  certiorari  proceeding?    A.  Yes,  sir. 

Q.  Who  argued  it  ?  A.  Mr.  McCall,  as  I  remember  it.  I  think 
he  had  it  before  the  Appellate  Court. 

Q.  Who  handled  the  matter  before  the  commissioner  in  the  first 
instance,  before  the  comptroller  ?    A.  In  the  first  instance  ? 

Q.  Yes  ?    A.  Mr.  McCall. 

Q.  In  what  other  matters  have  you  retained  Mr.  Andrew  Harii- 
ilton  beside  the  tax  case  just  mentioned  and  the  preliminary  term 
matter  ?    A.  In  no  other  that  I  recall. 

Q.  Have  you  ever  retained  Mr.  Andrew  Hamilton  in  connection 
with  any  matters  of  legislation?    A.  ISTo,  never,  sir. 

Q.  Who  has  represented  you  in  regard  to  such  matters  ?  A.  I 
think  we  have  employed  counsel  on  two  or  three  occasions  to  ap- 
pear before  committees. 

Q.  Do  you  know  on  what  occasions?  A.  In  Massachusetts, 
twice,  I  think. 

Q.  In  connection  with  what  proceedings  or  legislation?  A.  In 
connection  with  some  bill  that  was  pending;  I  cannot  recall  now 
what  it  was.     It  was  some  time  ago. 

Q.  Who  is  William  H.  Buckley  ?  A.  Mr.  William  H.  Buckley 
is  a  resident  of  Albany. 

Q.  An  attorney  at  law?    A.  Yes.  , 

Q.  How  long  have  yon  had  him  imder  retainer?  A.  Different 
occasions  during  the  past  four  or  five  years,  perhaps. 
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Q.  When  did  you  first  employ  him  ?  A.  Well,  that  I  cannot  say 
definitely. 

Q.  I  find  on  October  26,  1901,  William  H.  Buckley,  five  hun- 
dred dollars,  general  services,  what  were  his  services  ?  A.  He  kept 
us  advised  of  legislation  in  different  States. 

Q.  Including  New  York  State  ?    A.  Including  ISTew  York  State. 

Q.  I  find  on  December  24,  1904,  an  item  of  William  H.  Buck- 
ley, five  hundred  dollars.  What  was  that  for  ?  A.  Well  he  was 
paid — ^he  was  not  paid  a  regular  retainer,  he  was  paid  small 
amounts  at  different  times. 

Q.  I  find  on  March  6,  1903,  William  H.  Buckley,  five  hundred 
dollars.  What  was  he  paid  the  amoimt  previously  mentioned  in 
1902  for,  and  what  was  the  five  hundred  in  1903  for?  A.  Well, 
for  the  same  services,  I  presume,  that  I  stated. 

Q.  All  together  in  connection  with  legislation,  was  it  not  ?  A. 
Well,  not  in  the  sense  of  influencing  legislation. 

Q.  Tebruary,  1904,  five  hundred  dollars  and  June  23  1905,  five 
hundred  dollars — the  fact  is  that  he  has  had  five  hundred  dollars 
a  year  for  several  years?  A.  Well,  I  do  not  know  just  how  that 
foots  up.     I  should  think  it  would  average  that. 

Q.  Well,  it  appears  as  I  have  read  it,  five  hundred  dollars  for 
several  years.  What  was  he  paid  it  for?  A.  That  is  correct. 
For  the  services  I  have  stated. 

Q  Well,  I  do  not  recall  your  stating  much  on  the  point.  A.  He 
kept  us  advised  with  reference  to  legislation  in  the  different 
States,  or  anything  that  occurred  that  would  be  of  interest  to  us. 

Q.  Have  you  any  statement  from  him  with  regard  to  legislation 
pending?    A.  ISTo,  sir, 

Q.  What  kind  of  bills  did  you  interest  yourself  in  ?  A.  None 
in  particular. 

Q.  Well,  can  you  recall,  take  this  year  for  example,  what  he  has 
advised  you  in  relation  to  ?    A.  KesoHy  I  cannot  say  offhand. 

Q.  Anything  ?  Did  he  really  advise  you  as  to  anything  ?  A.  1 
presume  he  gave  us  information. 

Q.  Do  you  know  that  he  did  ?    A.  Quite  sure  of  it,  sir.  ^ 

Q.  Can  you  recall  any  matter  as  to  which  he  gave  you  informa- 
tion ?    A.  No,  I  think  not. 

Q.  Was  he  not  under  retainer  so  you  could  have  his  services  in 
case  you  required  them?    A.  In  case  we  required  them,  yes. 

Q.  What  was  the  real  object  of  this  five  hundred  dollar  pay- 
ment, to  have  him  under  retainer  ?    A.  Yes. 
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Q.  He  did  not  render  any  special  services  ?  A.  ISTo,  not  that  T 
recollect. 

Q.  Yon  do  not  recall  anything  that  he  did  ?    A.  Not  in  detail. 
Q.  Or  any  bills  to  which  he  gave  attention  before  any  commit- 
tee?    A.  IS^o. 

Q.  When  did  you  first  become  acquainted  with  Mr.  Buckley? 
A.  I  have  known  Mr.  Buckley  six  or  seven  years. 

Q.  Was  he  at  one  time  connected  with  the  Insurance  Depart- 
ment?   A.  I  think  he  was,  yes,  sir. 

Q.  Was  he  at  one  time  the  private  secretary  of  James  F.  Pierce 
when  he  was  Superintendent  of  Insurance  ?  A.  That  I  do  not 
luiow. 

Q.  Was  he  subsequently  one  of  the  assistants  in  the  Insurance 
Department  ?    A.  He  was  employed  in  the  Insurance  Department. 
Q.  Was  he  employed  under  Superintendent  Payn  ?    A.  I  think 
he  was  back  as  far  as  that. 

Q.  Has  he  a  brother  in  the  department  now  ?  A.  No,  sir,  not 
that  I  know  of. 

Q.  When  did  he  leave  the  department  ?  A.  I  do  not  think  he 
has  been  there  since  1892,  perhaps  1891. 

Q.  Have  jow  retained  him  in  connection  with  matters  with  the 
Department  ?  A.  No,  I  never  retained  him  when  he  was  con- 
nected with  the  department. 

Q.  I  mean  in  relation  to  matters  that  came  up  with  the  de- 
[lartment?    A.  Not  specially. 

Q.  Has  he  represented  you  at  any  time  with  regard  to  matters 
which  came  up  with  the  department  ?     A.  I  think  not. 

Q.  Was  he  recommended  to  you  by  the  New  York  Life  ?  A. 
No,  sir,  I  do  not  recall  that  he  was. 

Q.  Did  you  know  that  he  was  employed  by  the  New  York  Life  ? 
A.  I  did. 

Q.  Did  you  know  in  what  capacity?     A.  No,  sir. 
Q.  Does  Mr.  Buckky  attend  to  regular  legal  business,  such  as 
matters  of  litigation,  giving  them  legal  opinion  and  advice  as  to 
ordinary  questions?     A.  Well,  I  presume  that  he  does  in  due 
c'oxirse  of  business. 

Q.  Has  he  ever  dealt  with  you  in  regard  to  such  matters  ?  A. 
Not  that  I  recollect. 
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THE  CHAIRMA]v[:  The  Committee  will  appreciate  it  if  tho 
representatives  of  the  press  will  wait  a  moment  after  we  take  our 
recess.  The  Committee  will  stand  in  recess  until  2 :30  o'clock  this 
afternoon. 


AFTER  RECESS. 

THE  CHAIRIIAX :  The  Committee  is  waiting  for  Mr.  Scott. 
If  there  is  any  one  in  the  room  who  will  communicate  with  him. 

EDWARD  W.  SCOTT  resumed. 

BY  MR.  HUGHES : 

Q.  Did  you  first  become  acquainted  with  Mr.  Buckley  at  the 
time  when  it  appears  that  he  received  his  first  payment  of  five 
hundred  dollars?    A.  No,  I  think  not  —  prior. 

Q.  Had  jovL  known  him  for  some  time  ?  A.  Eor  some  time, 
yes,  sir. 

Q.  Was  there  any  payment  made  to  him  of  twenty-five  thou- 
sand dollars  in  the  summer  of  1897,  which  went  to  make  up  the 
difference  between  the  amovmt  of  money  borrowed  from  the  N^ew 
York  Security  and  Trust  Company  and  the  purchase  price  of  the 
stock  bought  by  you  at  the  auction  sale  ?     A.  W.  H.  Buckley  ? 

Q.  Yes.     A.  ISTo,  sir. 

Q.  Or  any  part  of  it  ?     A.  IS'o,  sir. 

Q.  Was  there  a  payment  made  to  Boswell  for  that  purpose? 
A.  There  was  a  paymcut  to  Boswell  in  the  summer  of  1897. 

Q.  W^hat  was  that  payment  ?  A.  They  were  agents  of  the  com- 
pany, Boswell  and  Buckley,  and  they  desired  to  have  an  interest 
in  the  capital  stock  t-o  the  extent  of  100  shares,  and  the  loan  was 
made  at  that  time. 

Q.  Was  it  a  loan  ?     A.   It  was  a  loan,  'yc  s,  sir. 

Q.  On  collateral A.   Charged  to  their  account. 

Q.  On  collateral  ?  A.  Well,  their  account  was  perfectly  good 
for  the  loan.     iSTot  on  collateral,  no,  sir. 

Q.  It  was  a  loan  to  Boswell?  It  was  an  advance  of  Bo«well 
alone?     A.  Boswell  and  Buckley. 

Q.  What  Buckley  was  that?  A.  That  was  a  Buckley  of  Cin- 
(dnnati. 

Q.  What  was  his  first  name?     A.  He  was  a  partner  of  Mr 

Boswell. 
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Q.  "When  was  that  advance  made?    A.  I  think  in  July,  1897. 

Q.  And  the  $25^000  which  was  paid  in  cash  by  you  on  the 
purchase  of  the  stock  was  from  the  proceeds  of  that  loan?  A. 
'Not  altogether. 

Q.  How  much  of  it?  A.  Well,  possibly  twenty  thousand  dol- 
lars. 

Q.  And  what  interest  in  the  stock  djd  Boswell  and  Buckley 
take  ?     A.  They  were  to  have  one  hundred  shares,  I  believe. 

Q.  Did  they  get  the  one  hundred  shares  ?     A.  They  did  not. 

Q.  Why  not?     A.  They  surrendered  their  claim  to  it. 

Q.  To  whom  ?     A.  To  me,  and  I  assumed  the  obligation. 

Q.  And  in  what  form  did  you  assume  the  obligation?  A. 
They  were  to  have  the  stock  when  it  was  released. 

Q.  How  did  jou  make  good  the  twenty-five  .thousand  dollars  ? 
A.  I  gave  the  comptroller  of  the  company  a  statement,  who  was 
familiar  with  the  circumstances,  when  the  stock  was  released  that 
it  should  be  turned  into  the  treasury. 

Q.  Has  it  ever  been  released?     A.  It  has  not. 

Q.  Has  the  twenty-five  thousand  dollars  ever  been  paid  back 
to  the  company  ?     A.  No,  sir,  but  the  interest  on  it  has. 

Q.  Who  has  paid  the  interest  ?     A.  The  interest  On  the  stock. 

Q.  Tou  mean  the  dividends?  A.  The  dividends  and  the  dif- 
ference between  the  dividends,  no,  the  dividends  paid  the  interest. 

Q.  What  has  the  company  received?  A.  It  received  the"  full 
interest. 

Q.  At  what  rate?    A.  Five  per  cent. 

Q.  At  twenty-five  thousand  dollars?  A.  Whatever  the  amount 
was,  I  think 

Q.  Or  twenty  thousand  dollars?    A.  Twenty  thousand  dollars. 

Q.  From  whom  has  it  received  that  interest?  A.  I  have 'paid 
that. 

Q.  You  paid  it  yourself?     A.  Yes,  sir. 

Q.  And  the  stock  has  not  been  released  because  it  is  all  still 
held  by  the  jSTew  York  Security  and  Trust  Company  ?    A.  Yes,  sir. 

Q.  But  the  difference  between  the  $180,000  loans  by  the  New 
York  Security  and  Trust  Company  upon  the  stock  in  the  summer 
of  1897  and  the  amount  you  paid  for  the  stock  at  the  auction  sale 
was  raised  by  an  advance  by  the  Provident  Savings  Company? 
A.  To  Boswell  and  Buckley. 

Q.  Yes,  but  the  company  paid  the  money,  paid  that  difference. 
A.  They  paid  the  $25,000. 

Q.  That  is  what  I  mean.    A.  To  Boswell  and  Buckley. 
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Q.  And  made  good  tins  money  to  Boswell  and  Buckley  to  put 
up  on  the  purchase  price?    A.  They  turned  it  over  to  me,  yes,  sir. 

Q.  And  what  agreement  has  the  company  that  the  company  will 
be  entitled  to  one  hundred  shares  of  stock?  A.  Thfey  have  an 
agreement  to  that  effect. 

Q.  Is  that  a  written  agreement?    A.  Yes,  sir. 

Q.  Is  that  on  your  files?     A.  Yes,  sir. 

Q.  I  would  like  to  have  it  produced    Can  you  send  for  that? 

ME.  GILBERT:    We  will  send  for  it.  " 

Q.  So  that  in  effect  operated  as  a  purchase  by  the  company  of 
one  hundred  shares  of  its  o^\-n  stock?  A.  No,  it  operated  as  a 
purchase  by  Boswell  and  Buckley. 

Q.  But  Boswell  and  Buckley  surrendered  their  interest  to  yoiT? 
A.  Some  time  subsequent. 

Q.  So  it  should  be  stated  it  operated  in  effect  as  a  purchase  by 
you  of  the  entire  amount  and  a  loan  by  the  company  of  the 
$25,000?  A.  Well,  I  would  like  to  state  that  Boswell  and  Buck- 
ley were  large  agents  of  the  company,  had  a  very  large  field,  sev- 
eral States,  and  they  were  very  anxious  of  obtaining  an  interest 
and  we  thought  that  it  might  be  desirable  to  give  them  an  interest, 
but  subsequent  events  satisfied  us  that  it  was  not  desirable  to  have 
them  interested  in  any  way  in  the  company,  and  later  on  Mr. 
Buckley  retired,  and  later  on  severed  all  connection  with  his  part- 
ner, Mr.  Boswell. 

Q.  How  long  was  it  after  the  purchase  by  you  at  the  auction 
sale  that  their  interest  in  the  purchase  was  turned  over  to  you? 
A.  I  should  think  a  year  and  a  half  or  two. 

Q.  Is  that  the  subject  of  any  written  agreement?  A.  Between 
them  and  myself? 

Q.  Yes,  have  you  any  written  paper  showing  the  transfer?  A. 
I  do  not  recollect  that  I  have. 

'  Q.  Did  you  have  any  document  or  instrument  showing  that  they 
were  entitled  to  any  part  of  the  stock  by  reason  of  their  turning 
over  to  you  the  twenty-five  thousa;id  dollars  obtained  from  the 
company?  A.  I  think  it  is  quite  likely,  but  I  do  not  recall 
definitely. 

Q.  Did  you  give  it  to  the  company?     A.  No,  sir. 

Q.  You  executed  an  agreement?     A.  Yes,  sir. 

Q.  And  just  what  was  the  purport  of  that?  A.  That  on  the 
stock  being  released  the  one  hundred  shares  should  be  turned  into 
the  treasury  of  the  company. 
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Q.  Then  in  effect  did  it  operate  as  a  purchase  by  the  company 
of  one  hundred  shares  ?     A.  Suhsequently,  it  did. 

Q.  Yes,  that  is  the  status  of  it  now.  A.  That  view  might  he 
taken  of  it. 

Q.  In  other  words,  you  were  paying  irtterest  on  the  twenty-five 
thousand  dollars  pursuant  to  an  agreement  that  when  the  stock  is 
released  from  the  pledge  with  the  N"ew  York  Security  and  Ti'ust 
Company  the  one  hundred  shares  of  that  stock  shall  become  the 
2)roperty  of  the  company  and  be  held  in  its  treasury.  Who  is  re- 
ceiving the  dividends  on  the  s.tock?     A.  I  have. 

Q.  And  dividend?  at  ten  per  cent?     A.  'So,  sir. 

Q.  What  per  cent?     A.  Seven  per  cent. 

Q.  And  what  became  of  the  difference  between  the  five  per  cent, 
interest  you  pay  on  the  twenty-five  thousand  dollars  and  the  seven 
per  cent.,  or  is  there  any  difference?  A.  No,  I  think  the  interest 
is  correctly  calculated. 

Q.  What  is  the  amount  of  the  dividends  that  you  received  on 
the  one  hundred  shares?     A.  Seven  jier  cent. 

Q.  You  mentioned  Ihe  other  day  that  E.  A.  Dimham  was  con- 
nected with  the  transaction  which  led  to  the  purchase  of  the  stock 
by  Hadley.  Did  he  become  connected  with  your  company?  A. 
He  did  not. 

Q.  Did  your  company  pav  him  any  money?  A.  I  think  they 
did. 

Q.  What  am.ount?     A.  During  the  control  of  Mr.  Hadley. 

Q.  And  that  was  for  how  long?     A.  But  not  subsequent.'     ' 

Q.  And  that  was  for  how  long  did  he  received  that  amount? 
A.  Well,  some  three  or  four  months. 

Q.  And  what  was  the  amount  that  he  received?  A.  I  could  not 
say,  Mr.  Hughes. 

Q.   One  thousand  dollars  a  month?       A.  Eeally,  1  do  not  recall. 

Q.  What  was  the  total  amount  received  by  Mr.  Dunham?  A. 
That  I  could  not  say. 

Q.  What  was  the  consideration  for  paying  him  anything?  A. 
He  was  in  the  employ  of  ^Ir.  Hadley. 

Q.  Well,  what  was  the  consideration  for  the  payment  to  Mr. 
Dunham  by  the  company,  by  the  Provident  Sa\dngs?  A.  Well, 
he  did  very  little  work,  if  anything,  for  the  compauj-. 

Q.  So  that  it  was  in  effect  a  gift  by  the  company  of  whatever 
jimount  he  received?  A.  Well,  it  was  on  Mr.  Hadley's  orders 
that  he  received  it;  whether  it  was  charged  to  Mr.  Hadlfvy  or  not, 
I  cannot  say. 
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Q.  But  the  company  has  never  had  the  money  back?  A.  It 
never  has,  no  sir. 

Q.  Did  you  vote  for  the  payment  of  the  money?    A.  No,  sir. 

Q.  Who  did?  A.  I  do  not  think  it  was  a  matter  by  the  Finance 
Committee. 

Q.  Who  signed  the  checks?  A.  Tliat  I  cannot  recollect.  Pos- 
sibly I  did. 

Q.  AVas  Mr.  Hadley  an  officer  of  the  company  at  the  time?  A. 
-N^o,  sir,  he  was. the  director  and  owner  of  the  majority  stock. 

Q.  AVas  subsequently  an  amount  paid  by  Mr.  Dunham  in  settle- 
ment?    A.  Subsequentiv? 

Q.  Yes?    A.  Yes. 

Q.   What  amount    A.  I  do  not  recall  just  now. 

Q.  Approximately? 

ME.  GILBERT:  Paid  by  whom,  Mr.  Hughes? 

ME.  HUGHES:    By  the  company. 

THE  WITNESS :  I  do  not  think  anything  was  paid  by  the 
company.     I  know  I  paid  him  some  money. 

Q.  Individually?    A.  Yes,  sir. 

Q.  What  was  that  for?  A.  Well,  that  was  for  an  alleged  claim 
that  he  had. 

Q.  Against  you  individually?    A.  I  think  so,  yes. 

Q.  I  thought  you  had  nothing  to  do  with  this  matter  by  which 
the  stock  was  obtained  or  purchased?    A.  Originally? 

Q.  Yes.     A.  Well,  I  did  not,  as  I  testified  the  other  day. 

Q.  How  could  ifr.  Dunham  have  a  claim  against  you?  A. 
Well,  there  are  a  great  many  claims,  you  know,  that  are  insti- 
tuted  

Q.  I  understood A.  I  did  not  settle  with  Mr.  Dunham. 

I  think  our  counsel  cnn  explain  that  to  you  more  fully  than  I  can, 
the  nature  of  his  claim.     In  fact,  I  did  not  see  him. 

Q.  Did  his  claim  grow  out  of  the  transaction  of  the  piirchase 
by  Hadley?     A.  As  he  claimed,  yes,  sir. 

Q.  Was  it  a  commission?     A.  No. 

Q.  What  was  it  for?  A.  Well,  I  do  not  recall  now  the  nature 
of  it. 

Q.  Did  you  obtain  the  moneys  that  were  paid  in  settlement  from 
the  company  either  directly  or  indirectly?     A.  No,  sir. 

Q,  The  company  did  not  p.dvance  or  loan  any  money  to  enable 
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that  claim  to  be  settled?     A.  No,  sir,  not  to  me  or  anybody  else 
that  I  know  of. 

Q.  So  that  you  individually  settled  it  ?     A.  Yes,  sir. 

Q.  Has  the  company  made  any'  demand  upon  Mr.  Dunham  for 
the  amount  ,of  moneys  which  were  paid  him  upon  Mr.  Hadley's 
order?     A.  No,  sir. 

Q.  Why  not?  A.  Well,  I  suppose  it  was  considered  as  a  use- 
less undertaking  to  do  so. 

Q.  Did  one  William  Miller  bring  suit  against  the  company  or 
yourself  in  connection  with  this  transaction  of  Mr.  Hadley's 
purchase?  A.  One  William  Miller  brought  suit  against  myself, 
against  me. 

Q.  What  became  of  that?    A.  It  is  still  pending. 

Q.  Has  any  money  been  paid  to  Mr.  Miller?    A.  Not  a  dollar. 

Q.  Was  any  money  paid  in  connection  with  this  purchase  to 
any  one  other  than  Mr.  Dunham  ?    A.  'No,  sir. 

Q.  Who  has  paid  interest  upon  the  loan  in  the  New  York 
Security  &  Trust  Company?    A.  I  have. 

Q.  Have  you  obtained  any  of  the  moneys  for  that  purpose 
from  the  company?    A.  No,  sir. 

Q.  Who  paid  the  interest  on  the  original  loan  to  Hadley  that 
was  in  the  Continental  Trust  Company?  A.  That  was  calculated 
in  the  claim  of  the  trast  company  and  was  included  in  the  amount 
—  whatever  the  amoimt  was,  1  cannot  say  just  the. amount  now  — 
$205,000, 1  think. 

Q.  The  purchase  price  on  their  sale?     A.  The  purchase  price. 

Q.  In  other  words  the  stock  was  bid  in  at  the  auction  sale  for 
the  amount  of  their  debts  and  interest?  A.  Yes,  sir,  plus  ex- 
jienses. 

Q.  Did  you  put  up  any  cash  yourself  on  that  purchase?  A. 
Yes,  sir,  I  did. 

Q.  Well,  the  difference  between  $205,000  and  $180,000  is  only 
$25,000,  and  I  understand  you  had  obtained  $25,000  from  Bos- 
well  &  Eutler,  who  obtained  it  from  the  company?  A.  No,  I 
Ihink  it  was  $20,000. 

Q.  And  that  would  leave  $5,000?  A.  I  can  say  here  I  could 
"have  had  $250,000  from  the  trust  company  if  I  had  desired  it. 

Q.  So  it  was  not  necessary  to  put  up  any  cash?  A.  No,  sir  it 
was  not  necessary. 

Q.  Had  you  prior  to  the  time  of  that  sale  entered  into  an  agree- 
ment with  any  one  to  buy  that  stock?    A.  No  sir. 
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Q.  Do  you  Imow  whether  Mr.  Hadley  transferred  his  interest 
in  the  stock  to  Mr.  Charles  E.  Erownell'^  A.  He  did,  by  assign^ 
ment. 

Q.  To  whom  did  Mr.  Brownell  transfer  it?  A.  To  Mr.  Dun- 
ham. 

Q.  To  whom  did  Mr..  Dunham  transfer  it?  A.  He  transferred 
it  subsequently  to  me. 

Q.  What  did  you  agree  to  pay  for  it?.    A.  Not  a  dollar. 

Q.  Did  you  agree  to  take  up  the  loans  Mr.  Hadley  had  made? 
A.  JSTo,  the  assignment  was  subject  to  the  loan. 

Q.  Subject  to  the  loan?    A.  Yes,  sir. 

Q.  Was  it  coupled  with  an  assumption  of  the  loan?  A.  No, 
subject  to  the  loan. 

Q.  Was  that  a  matter  of  litigation  between  you  and  Mr.  Had- 
ley's  estate*?    A.  I  think  not. 

Q.  Did  Mr.  Hadley's  estate  claim  any  equity  in  the  stock?  A. 
They  did  claim  to  have,  yes,  sir;  but  there  was  no  action  taken  by 
them. 

Q.  I  infer  from  what  you  have  said i that  no  suit  was  brought 
by  them?    A.  No  suit  was  brought  that  I  recall. 

Q.  They  had  an  attorney  who  presented  a  demand?  A.  Yes, 
sir. 

Q.  And  you  met  that  by  showing  the  papers  under  which  you 
claimed?  A.  I  met  that  by  an  absolute  refusal  to  acknowledge 
any  claim  on  the  part  of  Hadley  or  anybody  else. 

Q.  The  claim  was  that  you  had  agTced  to  hold  Hadley  harm- 
less from  the  loans  ?    A.  Subsequent  to  the  purchase  or  prior  ? 

Q.  Subsequent  to  his  purchase,  prior  to  yours.  A.  No,  sir; 
there  was  no  agreement 

Q.  I  say  that  was  the  claim  that  Hadley's  estate  made?  A. 
No,  sir ;  their  claim  was,  I  think,  to  an  interest  in  the  equity. 

Q.  Was  the  agreement  on  your  part  to  take  the  stock  from 
Dunham  in  writing?  A.  Only  by  the  assignment  that  he  gave 
me. 

Q.  And  that  was  a  mere  bill  of  sale  ?  A.  No,  I  think  it  was  a 
regular  assignment. 

Q.  Have  you  that  assignment  ?    A.  I  have  not ;  so,  sir. 

Q.  Who  has  it  ?    A.  I  think  my  counsel  has  it. 

Q.  I  should  like  to  have  it  produced.  At  the  time  that  you 
were  connected  with  the  Equitable  were  you  the  manager  in 
Australia?  A.  I  had  charge  of  the  Australian  business  for  a 
time. 
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Q.  What  was  the  state  of  your  account  with  the  Equitable 
when  you  left  that  company?    A.  It  was  settled,  sir. 

Q.  In  what  way  was  it  settled?  A.  I  do  not  recall  the  adjust- 
ment of  it,  but  it  was  settled. 

Q.  "Was  there  a  debit  balance  against  you?     A.  ISTot  a  dollar. 

Q.  What  was  there  to  settle  ?  A.  The"  account,  whatever  it 
was. 

Q.  Then  there  is  no  truth  in  the  statement  that  at  the  time 

you  left  the  Equitable  there  was  a  balance  against  you A. 

J^ot  one  cent. 

Q.  Which  you  did  not  pay  ?    A.  Not  one  dollar,  sir. 

Q.  You  have  said  that  you  have  reduced  the  amount  of  the  loan 
to  the  Xew  York  Security  &  Trust  Company  from  $180,000  to 
lifty  thousand  dollars?     A.  Yes,  sir. 

Q.  Have  you  received  from  the  Provident  Savings  directly  or 
indirectly  any  portion  of  the  moneys  which  have  been  used  to 
reduce  that  loan?    A.  N^o,  sir. 

Q.  How, has, it  been  reduced?  A.  I  have  reduced  it  from  niv 
own  funds. 

Q.  Through  your  connection  with  the  company?  A.  l^ot  al- 
together, sir. 

Q.  In  any  part?  A.  Possibly  I  have  used  a  considerable  por- 
tion of  my  salary. 

Q.  Have  you  a  statement  of  the  salaries  paid  by  your  com- 
j)any  for  a  series  of  years.  I  think  I  did  not  have  that  the  other 
ilay.    A.  I  have  it  here,  sir.    (Producing  piper). 

mi.  HUGHES :    I  offer  it  in  evidence. 

(Paper  marked  Exhibit  Xo.  698.) 

Q.  I  am  informed  that  in  the  minutes  there  are  some  state- 
ments with  regard  to  salary  that  are  not  in  entire  accord  with 
tins  table.  If  you  desire  to  correct  your  testimony  to  make 
it  conform  to  this  statement  now  offered?  Mr.  Gilbert  sug- 
ge.^ts  you  might  have  fallen  into  some  inaccuracy.  A.  Either  in 
that  or  in  the  transcript  of  the  notes  there  are  two  or  three  inac- 
curacies. 

THE  WITISTESS :  What  I  gave  you  the  other  day  was  entirely 
from  memory. 

Q.  And  you  intend  that  this  table,  Exhibit  ISTo.  698  should  bs 
regarded  as  a  complete  and  accurate  statement?       A.   Accurate 

statement. 
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Slatement  read  In  evidence  by  Mt.  Hughes. 

Q.  I  have  now  received  the  paper  to  which  you  referred  Avith 
regard  to  the  one  hundred  shai-es  transferred  to  you  by  Boswell 
and  Biickley — tliat  is  the  original?     A.  Yes. 

MR.  HUGHES:  I  offer  that  in  evidence. 

Paper  marked  Exhibit  No.  699,  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  That  IS  the  only  agreement  that  you  have  with  regard  to 
those  shares?    A.  The  only  agreement. 

Q.  Txow,  I  am  informed  that  at  or  shortly  before  you  left  the 
Equitable  there  was  a  debit  balance  against  you  of  about  a  hundred 
thousand  dollars — isn't  that  so?    A.  No,  sir. 

Q.  Wasn't  there  at  any  time  such  a  debit  against  you?  A.  Ifo, 
sir. 

Q.  Did  you  have  some  arrangement  with  IMr.  Henry  B.  Hyde 
for  disposing  of  that?    A.  Xo,  sir. 

Q.  Did  you  make  any  payment  to  the  Equitable?  A.  No,  sir; 
the  Equitable  has  no  claim  upon  riie  whatever. 

Q.  I  don't  want  to  press  the  matter  unduly,  but  if  there  is  any- 
thing at  all  in  the  suggestion  that  there  was  some  claim  against 
you,  which  in  some  way  was  settled  or  disposed  of,  I  would  like 
to  khow  the  facts?  A.  Well,  there  was  no  claim  against  me  what- 
ever. My  account  was  entirely  adjustC'd,  and  I  am  perfectly  re- 
spousible  to-day  for  any  claiin  the  Equitable  Society  has  against 
itie.  I  will  make  a  stat^^ment  on  that  point  a  little  later  on,  if  you 
\vill  permit  me. 

Q.  You  can  make  it  now.  A.  I  would  rather  reserve  for  a  few 
moments  when  I  have  covered  more  ground. 

Q.  "What  is  that?    A.  I  will  reserve  it  if  you  will  permit  me. 

Q.  When  you  please.  I  think  you  have  testified  as  to  the  in- 
terest upon  the  loan  carried  at  the  ±\c\v  York  Security  &  Trnst 
Company?    A.  Yes,  sir.  , 

Q.  And  that  was  five  per  cent.?  A.  Originally,  and  reduced 
to  four  and  a  half,  and  I  believe  it  now  stands  at  four. 

Q.  Wh^t  was  the  date  of  the  first  payment  you  made  to  the  New 
York  Security  &  Trust  Company?  A.  I  cannot  say  Except  from 
recollection. 

Q.  Approximately?    A.  I  should  say  in  December. 
Q.  Of  what  year?    A.  1897. 
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Q.  Of  wliat  amount?    A.  That  I  cannot  tell  you. 

Q.  Approximately?    A.  I  don't  recollect. 

Q.  I  should  like  to  have  a  statement  of  that  account.  I  notice 
in  your  collateral  loans,  a  loan  of  sixteen  thousand  dollars,  made 
on  December  6,  1899,  to  Stewart  Brown.  Who  was  Stewart 
Brown?  A.  Stewart  Brown  was  connected  with  the — ^was  a  broker 
at  that  time,  I  think. 

Q.  Was  he  connected,  with  the  New  York  Life'  at  that  time? 
7i-.  No,  I  think  not. 

Q.  Do  you  know  when  he  severed  his  connection  with  it?  A. 
I  do  not  recall,  but  I  think  it  was  prior  to  that. 

Q.  Was  the  loan  made  to  Stewart  Brown  made  for  the  benefit  of 
any  other  person  ?     A.  No,  sir^  not  that  I  know  of. 

Q.  Well,  I  understand  your  testimony  to  be  that  you  have  paid 
since  you  became  connected  with  the  Provident  Savings,  out  of 
your  own  means,  a  hundred  and  thirty  thousand  dollars,  to  the  New 
York  Security  &  Trust  Company,  in  addition  to  whatever  interest 
was  payable  upon  that  loan  ?     A.  Yes,  sir. 

Q.  And  that  you  have  not  obtained  anything  from  the  Provident 
Savings,  save  as  you  have  received  your  salary  ?     A.  Precisely. 

Q.  Was  your  salary  originally  thirty-six  thousand  dollars  ?  A. 
No,  sir,  originally  eighteen  thousand  dollars.  I  think  I  testified 
t-o  that  the  other  day. 

Q.  I  have  asked  you  for  a  statement  of  all  contributions  made  to 
political  campaign  funds  for  ten  years  last  past  by  the  Provident 
Savings.  Is  this  statement  you  have  Jianded  the  Committee  a  com- 
plete statement.  I  see  here  an  item  of  $2,000  and  $1,000,  which 
is  entered  as  a  fee  for  some  attorney.  A.  There  were  two  contri- 
butions that  I  can  recall  so  far  as  contributions  were  concerned. 

Q.  That  is  what  I  mean.     A.  That  is  correct. 

Q.  This  statement  happens  to  include  also  certain  items  in  con- 
nection with  legislation  ?     A.  Yes,  sir. 

Q.  And  is  the  statement  complete,  with  reference  to  all  contri- 
butions for  political  purposes,  either  in  connection  with  State, 
national  or  local  campaigns,  and  also  with  reference  to  all  pay- 
ments in  connection    with  legislation  in  any  State  ?     A.  Yes,  sir. 

ME.  HUGHES :    I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  TOO  and  read  in  evidence  by  Mr. 
Hughes. 
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Q.  "When  was  yoiir  company  first  examined  by  the  Insurance 
Department?     A.  July,  1897. 

Q.  And  this  is  a  copy  of  their  report  ?  (showing  witness  paper). 
A.  Since  I    became  president. 

Q.  This  is  a  copy  of  the  report  ?  A.  I  presume  so,  I  never  saw 
it  in  just  that  form  before. 

Q.  This  comes  from  the  files  of  the  department.  This  was  an 
examination,  which  was  brought  about  because  of  the  public  atten- 
tion that  was 'attracted  to  the  matter  after  Mr.  Hadley's  death? 
A.  Yes,  sir. 

Q.  Is  it  not  a  fact,  according  to  your  information,  that  that  was 
the  first  examination  that  had  ever  been  made  by  the  department 
of  New  York  of  the  Provident  Savings  ?  A.  I  think  that  is  so, 
yes,  sir. 

Q.  I  notice  in  this  statement  in  the  department  report :  "  The 
corporation  holds  certain  securities'  that  were  hypothecated  to  it  as 
collateral  to  loans  amounting  to  $162,500.  The  par  value  of  those 
securities  is  $202,900.  At  the  time  the  loans  were  made  by  the 
former  administration  the  collaterals  referred,  to  were  quoted  at 
values  sufiicient  to  amply  secure  the  loan.  I  am  unable  at  the 
present  time  to  ascertain  the  value  of  these  securities,  except  in  two 
instances,  and  therefore  haye  reduced  the  assets  of  the  company  on 
this  account  to  the  extent  of  $149,500."  It  is  said  that  "  At  the 
time  the  loans  were  made  by  a  former  administration  the  collaterals 
were  quoted  at "  etc.  In  fact,  the  loans  had  been  made  by  the 
same  administration  that  was  in  force  at  the  time  that  report  was 
made — is  not  that  so  ?     A.  ~So,  sir ;  not  altogether. 

Q.  In  what  respect  had  the  administration  changed  ?  A.  There 
had  been  a  change  in  the  administration  of  ofiicers. 

Q.  In  what  respect  were  officers  different  ?  A.  A  change  in  the 
ownership,  of  course. 

Q.  There  had  been  a  change  in  the  control  of  the  stock?  A. 
Control  of  the  stock. 

Q.  So  far  as  the  responsible  administrative  officers  were  con- 
cerned, had  there  been  any  change?  A.  Not  in  the  presidency 
or  secretaryship. 

Q.  In  the  membership  of  the  Finance  Committee?  A.  There 
had  been  one  or  two  secretaries  put  in  tliere  by  Mr.  Hadley,  and 
these  had  been  eliminated. 

Q.  Had  there  been  any  change  in  the  Finance  Committee  ?  A. 
Yos,  sir. 
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Q.  What  change?  A.  The  Finance  Committee  was  reorgan- 
ized at  the  time  of  the  Hadley  trouble. 

Q.  And  hoAv  Avas  it  reorganized?  A.  By  substituting  others 
for  those  in  the  place  that  had  been  selected.'" 

Q.  "Well,  state  if  you  will  who  ',he  persons  were  —  who  came 
after  his  death  and  for  whom  they  were  substituted  ?  A.  Stephen 
A.  Brownell  was  retired  and  Mr.  Ashley,  whose'  first  name  I  do 
n-^t  recall;  two  Brownells  I  think.  I  could  readily  give  you  thu 
names  if  I  had  a  list  with  me,  but  I  do  not  think  I  have. 

ME.  GILBERT:  Here  is  a  list  of  the  directors  in  1897,  that 
might  help  you. 

Q.  What  Avas  the  number  of  the  Finance  Committee  at  the  time 
those  loans  were  made  ?     A.  Five,  if  I  remember. 

Q.  Who  went  off  after  the  Hadley  trouble?  A.  Stephen  A. 
Brownell,  Mr.  Ashley  —  Avhat  Avas  Mr.  Ashley's  name? 

ME.  GILBEET:  Stephen  B.  Ashley. 

ME.   liUGITES:  Stephen  B.   Ashley. 

THE  WITIS^ESS:  Another  Brownell.  His  name  is  not  here. 
!Mr.  Thomas  H.  Borden. 

Q.  Who  took  their  places?  A.  E.  C.  Lounsbury,  Abraham 
M.  Hyatt,  C.  E.  Tillinghurst,  I  think. 

Q.  Then  the  statement  in  the  Insurance  Department  report  is 
to  the  fact  that  the  loans  to  Hadley  had  been  made  by  a  prior 
administration,  had  reference  to  the  Finance  'Committee  ?  A. 
Very  largely,  yes,  sir. 

Q.  ISToAv,  from  1897  to  the  present  time,  has  your  company 
ever  been  examined  by  the  NeAv  York  Insurance  Department? 
A.  Not  by  the  NeAv  York  Insurance  Department,  no,  sir. 

Q.  And  has  your  company  been  examined  by  the  Insurance 
Department  of  any  other  State  ?     A.   Yes,  sir. 

Q.  What  department?     A.  Tennessee  and  Texas. 

Q.  When  was  the  examination  by  the  Tennessee  department  ? 
A.  1901. 

Q.  By  whom  was  that  department  represented  ?'  A.  By  Walter 
C.  Wright. 

Q.  Of  Boston  ?     A.  Of  Boston 

Q.  Was  Mr.  Walter  C.  Wright  at  that  time  an  applicant  for 
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the  position  of  consulting  actuary  in  your  company.  A.  No,  sir; 
lie  was  not. 

Q.  Did  he  subsequently,  after  the  examination,  apply  for  that 
appointment?     A.  I  do  not  think  so. 

Q.  ^Vas  he  appointed?     A.  As  consulting  actuary,  no,  sir. 

Q.  As  actuary?     A.  No,  sir. 

Q.  In  what  capacity  was  he  employed  by  your  company?  A. 
He  was  employed  for  special  work. 

Q.  At  what  time  ?     A.  I  think  in"  1902. 

Q.  For  how  long  was  he  employed?     A.  How  long? 

Q.  Yes.     A.  I  think  he  is  still  doing  work  for  us. 

Q.  He  was  not  connected  with  the  Tennessee  Department,  was 
he  —  he  was  simply  retained  by  them?  A.  Pie  was  retained  by 
the  Tennessee  department. 

Q.  He  was  an  actuary  during  the  business  of  consulting  actu- 
ary ?    A.  Yes. 

Q.  And  he  was  retained  by  them  and  made  an  examination? 
A.  Yes,  sir. 

Q.  And  from  time  to  time  you  have  retained  him  ?    A.   Yes,  sir. 

Q.  Your  company  has?    A.  Yes,  sir. 

Q.  Xow,  what  amounts,  have  you  paid  him?  A.  Possibly 
$2,-500  or  $3,000. 

Q.  When  you  were  examined  by  the  Texas  department?  A. 
At  the  same  time. 

Q.  1901?  A.  Yes,  sir. 

Q.  And  with  the  exception  of  those  two  examinations  you  have 
not  been  examined  since  the  examination  of  1897  by  the  New 
York  department  ?    A.  No,  sir. 

Q.  Is  this  a  complete  statement  of  the  real  estate  owned  by 
yowr  company  (showing  witness  paper).    A.  Yes,  sir. 

ME.  HUGHES :     I  offer  it  in  evidence. 

Statement  marked  Exhibit  701,  and  put  in  evidence  by  Mr. 
Hughes. 

Q.  This  statement  shows  on  the  left  the  year  of  acquisition 
and  then  the  statement  of  the  property  and  then  of  its  book  value  ? 
A.  Yes,  sir. 

Q.  The  first  property  mentioned  is  Provident  Building,  Waco, 
Texas,  a  six-story  brick  and  stone  office  building,  plot  82%  by  150, 
lx)ok  value  $207,657.25,  acquired  in  1889.  What  did  that  cost  the 
cornpany?     A.  That  cost  the  company,  as  I  remember,  one  hun- 
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dred  and  fifty  odd  thousand  dollars.  There  was  contributed  in 
stone  in  its  erection,  as  I  am  informed — of  course  that  was  put 
up  before  my  administration-^-to  the  value  of  $50,000,  to  which 
no  charge  was  made.  They  were  developing  a  new  quarry,  and 
the  stone  was  contributed,  as  I  understand,  without  any  charge. 
Had  they  paid  for  it  the  cost  of  the  building  would  have  been 
approximately  $200,000. 

Q.  That  was  an  original  investment  for  the  purpose  of  sup- 
plying your  company  with  an  office  building  ?    A.  Yes,  sir. 

Q.  That  was  long  before  your  administration  ?    A.  Yes,  sir. 

Q.  The  next  property  is  330  West  18th  street,  acquired  in 
1901,  five-story  and  basement  brick  and  stone  apartment  house, 
lot  25  by  92,  book  value  $15,098.50.  What  did  that  cost  the  com- 
pany? A.  That  cost  the  company  what  is  stated  there,  the  book 
value. 
'  Q.  This  is  a  statement  of  cost?    A.  Yes,  sir. 

Q.  And  it  has  not  been  reduced  or  increased  ?    A.  I  think  not. 

Q'i  Was  that  acquired  through  foreclosure  ?    A.  No,  sir. 

Q.  For  what  purpose  was  that  acquired?  A.  That  was  taken 
for  a  debt. 

Q.  It  was  the  property  tipon  which  there  had  been  no  loan  pre- 
viously in  favor  of  the  company  ?    A.  ISTo. 

Q.  Was  it  in  equity  ?    A.  It  was  in  equity,  yes,  sir. 
-     Q.  And  it  is  subject  to  a  mortgage  ?    A.  Yes,  sir,  it  is. 

Q.  At  the  present  time  ?    A.  Yes,  sir. 

Q.  Whose  indebtedness  was  cancelled  by  the  transfer?  A.  I 
cannot  give  you  the  name. 

ME.  GILBEET :    Eobinson. 

A.  Eobinson. 

Q.  What  Eobinson?    A.  I  have  not  the  name. 

Q.  Any  one  connected  with  the  company  ?    A.  "No,  sir. 

Q.  How  did  the  indebtedness  arise?  A.  He  had  negotiated 
for  an  annuity  and  could  not  complete  the  matter,  and  that  was 
taken  in  part,  as  I  remember  it,  in  settlement. 

Q.  You  mean  as  part  of  the  consideration  for  the  annuity  ?  A. 
Yes,  sir. 

Q.  It  was  in  lieu  of  so  much  money  paid  the  company?  A. 
Precisely. 

Q.  The  next  property  is  No.  530  to  538  Broadway,  acquired 
1902  to  1904,  three  eleven  and  ten-story  basement  fireproof  brick, 
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stone  and  steel  buildings  at  the  northeast  corner  of  Spring  street, 
plot  125  by  125,  book  value  $960,779.65.  For  what  purpose  wa-5 
that  property  acquired?     A.  For  what  piirpose ? 

Q.  Yes.  A.  That  was  taken  in  exchange.  For  out  of  town 
property  and  some  property  in  the  citj-. 

Q.  With  whom  did  the  company  deal?  A.  I  cannot  give  you 
the  names  offhand. 

Q.  Who  was  the  broker  ?  A.  Just  in  a  moment,  I  think  it  was 
James  L.  Libbey. 

ME.  GILBEET:    Libbey  and  Vandewater. 

A.  (Continued)  Vandewater  was  one  and  Charles  E.  Schuyler, 
I  think,  sir. 

BY  ME.  HUGHES: 

Q.  It  is  stated  it  was  acquired  from  1902  to  1904.  What  is  the 
explanation  of  that?  A.  At  different  times;  we  first  acquired 
532  and  534  and  then  we  had  an  opportunity  of  making  an  ex- 
change for  the  corner,  which  would  be  530,  and  we  effected  that ; 
then  we  thought  it  desirable,  we  had  an  opportunity  of  exchanging 
for  536  and  538. 

Q.  All  the  properties  were  acquired  through  exchanges?  A. 
Yes,  sir. 

Q.  How  was  the  book  value  of  $960,779.65  arrived  at?  A-  I 
shall  have  to  refer  you  to  my  bookkeeper  for  that,  I  think. 

Q.  Is  that  more  than  the  cost  of  the  properties  which  were  de- 
livered in  exchange?     A.  Possibly. 

Q.  Your  real  estate  will  show  that  precisely?    A.  Yes,  sir. 

ME.  HUGHES:  You  have  these  data  here,  have  you  now,  so 
we  will  get  at  that  presently  ? 

ME.  GILBEET:     Yes. 

Q.  The  next  property  is  No.  80  to  82  Wooster  street,  acquired 
in  1902,  seven-story  and  basement  brick,  stone  and  steel  building, 
book  value  $70,969.41.  How  was  that  acquired?  A.  That  was 
acquired  from  Eobinson,  the  same  party  that  the  Eighteenth  street 
property  was  acquired  from. 

Q.  On  what  consideration  ?      A.  The  same  transaction. 

Q.  On  part  payment  of  an  annviity?  A.  I  think  I  am  right 
there,  am  I  not  ? 

Q.  The  one  is  1901  and  the  other  1902.  A.  The  Eighteenth 
122 
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street  was  taken  in  1901  and  the  Wooster  street  in  1902,  according 
to  this  schedule. 

ME.  GILBEET:  That  came  with  532  and  534  Broadway,  not 
Eobinson. 

THE  WITNESS:     I  am  wrong  about  that,  Mr.  Hughes,  I 

believe. 

Q.  Upon  what  basis  was  the  book  value  arrived  at  in  this  case 
of  the  Wooster  street  property  —  was  that  part  of  the  same  trans- 
action ?     A.  J^o,  not  with  Eobinson. 

^Q.  I  mean  the  same  transaction  as  the  exchange  in  the  case  . 
of  the  Broadway  property  ?     A.   530  and  532,  I  think. 

Q.  Will  you  have  a  statement  here  showing  the  way  that  is  made 
up  ?  A.  Yes,  sir. 
-  Q.  The  next  property  is  511  to  515  West  112th  street,  1903, 
six-story  and  basement  brick  and  stone,  new  law  elevator  apart- 
ment house,  $77,400.  How  was  that  acquired  ?  A.  That  was 
acquired  in  the  same  manner  or  the  same  way  that  the  Eight- 
eenth street  property  was. 

Q.  This  was  in  1903  ?     A.   Yes,  but  not  from  the  same  party. 

Q.  You  mean  for  an  annuity  ?     A.   Yes. 

Q.  With  whom  did  you  deal  ?     A.   Mr.  TuUey. 

Q.  What  Mr.  TuUey  ?      A.    I  cannot  give  you  his  first  name. 

Q..  Michael  TuUey  ?     A.   Michael  TuUey. 

Q.  Is  this  an  equity  ?     A.   That  was  an  equity,  yes,  sir. 

Q.  What  is  the  amount  of  the  encumbrance?  A.  That  I  can- 
not teU  you ;  that  will  appear. 

Q.  How  is  the  book  value  arrived  at?      A.    Cost. 

Q.  You  mean  cost  on  the  basis  of  what  ought  to  be  paid  for  an 
annuity  ?      A.    Yes. 

Q.  Have  you  the  particulars  here  of  these  annuities  ?  A.  I 
presume  so. 

ME.  HUGHES :  I  would  like  to  have  those,  if  you  please. 

Q.  The  next  property  is  933  and  935  Amsterdajn  avenue,  and 
160  West  106th  street,  1903,  six-story  and  basement  brick  and 
stone  apartment  house,  book  value  $94,901.70.  How  was  that 
acquired  ?  A.  That  was  acquired  from  Mr.  Kirk,  if  I  remember, 
in  the  same  way  that  the  Eobinson  property  was  acquired. 

Q.  That  was  for  annuities  ?     A,  Yes,  sir. 
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Q.  Do  you  make" a  specialty  of  taking  properties  for  annuities? 
A.    ITo,  sir;  I  wish  we  could. 

Q.  How  did  it  happen  that  you  got  these?  A.  Well,  that 
was  a  negotiation  that  I  did  not  conduct  myself.  In  fact,  I  had 
nothing  to  do  with  it.  The  property  was  talked  over  and  pro- 
posed, and  it  was  entirely  satisfactory. 

Q.  Was  that  an  equity  ?     A.    That  was  an  equity ;  yes,  sir. 

Q.  Is  that  carried  at  the  market  value  or  what  it  would  cost  to 
give  the  annuity  on  the  ordinary  insurance  basis  ?  A.  Carried — 
taken  over,  do  you  mean  ? 

Q.  There  is  a  book  value  of  $94,000.  How  do  you  get  at  that 
figure?  A.  Well,  that  would  be  the  cost  plus  any  additions  or 
permanent  improvements. 

Q.  Well,  the  initial  cost?     A.    That  I  cannot  tell. 

Q.  As  a  consideration  for  the  annuity  which  was  granted  in 
accordance. with  your  tables,  is  that  it?      A.    Yes,  sir. 

Q.  No.  3  East  Seventeenth  street,  acquired  in  1905,  fireproof 
store  and  office  building,  nine  and  one-half  stories,  $123,232. 
How  was  that  acquired?     A.    In  exchange  for  other  property. 

Q.  Eor  what  other  property?  A.  Property  in  113th  street, 
I  think. 

Q.  Which  you  had  obtained  through  foreclosure  ?  A.  No,  sir ; 
which  we  had  taken  in  exchange  for  some  country  property. 

Q.  How  was  the  original  property  which  you  first  obtained 
acquired,  through  foreclosure?      A.    Some  of  it,  yes,  sir. 

Q.  And  the  rest  of  it?  A.  The  rest  of  it  was  purchased.  I 
think  the  company  had  it  when  I  took  control  of  the  company. 

Q.  The  last  item  is  No.  35  Nassau  street  and  54r-58  Liberty 
street,  acquired  in  1905,  fireproof  office  building,  fifteen  stories 
and  basement,  southeast  comer  of  Nassau  and  Liberty  streets, 
9,615  square  feet  $1,993,068.30.  How  was  that  acquired?  A. 
That  was  acquired  in  exchange. 

Q.  For  what  property?     A.   Properties  in  the  city. 

MR.  HUGHES:  Have  you  the  report  for  1903? 

ME.  GILBEET:  You  have  it  there  in  the  schedule,  I  think. 

Q.  With  whom  was  that  transaction?     A.  I  beg  pardon? 

Q.  With  whom  was  this  transaction,  in  relation  to  35  Nassau 
street  and  54  and  58  Liberty  street,  carried  through;  who  was 
the  other  party  to  the  deal?    A.  The  brokers,  or  owners? 

Q.  The  owner.    A.  The  Metropolitan  life. 
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Q.  How  is  this  figure  of  $1,993,068.30  arrived  at?-  A.  That  is 
arrived  at  by  the  value  of  tiio  property  transferred  in  exchange. 

Q.  Through  what  broker  did  you  deal?  A.  McCky,  or  Mc- 
Clay  &  Davies,  and  Charles  E.  Smith 

Q.  Frank  E.  Smith,  wasn't  it  ?     A.  Frank  E.  Smith,  yes,  sir. 

Q.  Did  you  pay  a  commission  to  Frank  £.  Smith?  A.  No, 
sir,  we  did  not. 

Q.  Is  any  officer  of  your  company  interested  in  any  of  these 
propertiee?    A.  Xo,  sir. 

Q.  Or  in  any  of  the  properties  in  New  York  in  exchange  for 
which  these  properties  were  acquired?    A.  No.' 

Q.  Did  any  officer  of  your  company  receive  any  commissions 
in  cimnection  with  any  of  these  real  estate  transactions?  A. 
No,  sir. 

Q.  Neither  directly  or  indirectly?     A.  No. 

Q.  When  properties  are  taken  for  annxiities,  is  a  commission 
paid  to  the  agent?     A.  I  think  not. 

Q.  I  do  not  mean  a  commission  upon  the  purchase  or  acqui- 
sition of  the  property  as  a  real  estate  transaction A.  On 

the  annuity? 

Q.  But  upon  the  annuity  as  an  insurance  transaction?  A. 
"\\  ell,  v/hether  there  was  any  paid  in  those  transactions  or  not  I 
cannot  say.    I  do  not  think  there  was. 

Q.  That  is  a  matter  M'hich  you  can  verify?    A.  Yes,  sir. 

Q.  Do  you  mean  that  these  properties  were  taken  for  a  paid- 
up  annuity?    A.  Yes,  sir. 

Q.  In  other  words,  if  A  «omes  to  you  and  wants  to  buy  an 
annuity  of  one  thousand  dollars  a  year,  you  will  figure  up  his 
probable  escpectation  of  life,  and  what  he  put  in  your  hands  as 
a  gross  sum  to  enable  you  to  pay  that  annuity?'  A.  Yes,  sir. 

Q.  Now,  in  the  cases  you  have  mentioned,  the  owners  of 
these  equities  have  placed  the  equities  in  your  hands  at  a  certain 
valuation  in  consideration  of  your  paying  a  certain  annuity  dur- 
ing their  lives  ?    A.  Yes,  sir. 

BY  THE  CHAIRMAN:  :  ' 

Q.  Have  there  been  other  instances  where  that  has  been  done 
than  these  two  that  have  been  spoken  of  ?    A.  No,  sir. 

BY  ME.  HUGHES: 

Q.  You  have  mentioned  three,  have  you  not?  A.  Three,  yes, 
sir. 
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Q.  These  are  the  only  cases?    A.  All  that  I  can  recall,  yes,  sir. 

Q.  Can  you,  by  taking  the  report  for  1904,  showing  your  real 
estate  holdings  at  the  end  of  last  December,  identify  the  proper- 
ties which  you  exchanged  in  consideration  for  this  35  Nassau 
street  building  ?  A.  The  two  first  on  the  list — shall  I  mark 
them? 

Q.  No,  you  had  better  read  them.  Duplicate  what  they  are. 
A.  I  can  check  them  off  with  a  pencil  in  just  a  minute,  Mr. 
Hughes.  This  is  the  list,  Mr.  Hughes,  those  checked.  (Handing 
paper.) 

X^.  Then  the  properties  given  in  exchange  for  35  Nassau 
street  were  four  lots  and  building  thereon,  on  West  Twenty- 
sfeventh  street,  near  Broadway,  being  Nos.  49,  51,  53  West 
Twenty-seventh  street,  three  five-story  brick  and  stone  buildings, 
Nos.  203,  205,  207  West  160th  street,  and  two  seven-story  and 
basement  brick,  and  stone  and  steel  buildings,  Nos.  151  to  169 
inclusive,  West  140th  street?     A.  Yes,  sir. 

MR.  GILBERT:  There  is  another,  a  lot  on  Twenty-eighth 
street.     I  guess  that  is  included  in  the  others. 

THE  WITNESS :     That  is  in  the  first. 

Q.  There  was  also  included  a  brick  and  stone  building.  No.  50 
West  Twenty-eighth  street  ?     A.  Yes. 

Q.  Now,  the  premises  in  West  Twenty-seventh  street  and  the 
premises  50  West  Twenty-eighth  street  together  showed  a  book 
value  of  $615,558.28  ?     A.  Yes,  sir. 

Q.  And  Bie  three  buildings  on  106th  street  a  book  value  of 
$167,838?     A.  Yes. 

Q.  And  the  two  buildings  on  West  140th  street  $351,472.  Is 
that  right  ?     A.  Yes. 

Q.  And  you  took  those  together  in  arriving  at  your  book  value 
of  35  Nassau  street  ?  A.  No,  I  think  we  took  the  market  value 
there,  Mr.  Hughes,  in  the  other  column.  I  think  they  were  taken 
over  at  thjat  figure. 

Q.  The  market  values  that  you  put  the  West  Twenty-seventh 
street  and  the  West  Twenty-eight  street  properties  in  your  last 
repori  to  the  Insurance  Department  were  $670,000  and  the  106th 
street  property  $185,000,  and  the  West  140th  street  property 
$865,000?  A.  Yes. 
"  Q,  Making  a  total  of  $1,120,000  ?    A.  Yes, 
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Q.  And  the  book  value  of  the A.  "Wait  one  moment. 

You  will  add  twenty  thousand  dollars  to  the  Twenty-eighth  street 
property.    A  mortgage  which  was  paid  off  prior. 

Q.  That  makes  twenty  thousand  dollars  more  ?  A.  That  makes 
twenty  thousand  dollars  more. 

Q.  That  would  be  $1,140,000  ?     A.  Yes,  sir. 

Q.  And  the  35  ISTassau  street  property  is  carried  at  a  book 
value  of  $1,193,000  ?  A.  $1,193,000.  I  think  there  was  some 
cash  paid  —  twenty-five  thousand  dollars. 

Q.  Can  you  give  me  the  whole  transaction  ? 

ME.  GILBEET:  There  was  twenty-five  thousand  dollars  paid 
as  commission  of  the  Title  Guaranty  Company  for  examining  the 
title. 

THE  WITNESS:  That  is  quite  an  item. 

Q.  What  was  the  amount  paid  by  way  of  commissions?  A. 
Eighteen  thousand  dollars,  I  think. 

ME.  GILBEET:  One  per  cent,  of  value. 

Q.  To  whom  was  that  paid  ?     A.  To  Maclay  &  Davies, 

Q.  And  taking  the  cash  payment,  the  cash  payment  was  made 
to  the  Metropolitan?  A.  Yes,  sir.  The  Title  Guarantee  Com- 
pany  ^ 

Q.  Taking  the  cash  payment,  the  mortgage  discharged  and  the 
valuation  of  the  premises  exchanged  according  to  your  last  report 
and  expenses  and  conamission,  you  figured  up  the  total  cost  of  the 
35  Nassau  street  property  at  $1,193,000  ?    A.  Yes,  sir. 

Q.  I  notice  by  your  last  report,  that  is  of  December  31,  1904, 
that  all  of  the  real  estate  carried  by  you  is  carried  at  a  valuation 
somewhat  in  excess,  or  is  put  at  a  valuation  somewhat  in  excess 
of  the  book  valuation  ?  A.  That  is  usual  I  think  in  all  —  that  is 
the  form  submitted  by  the  departments. 

Q.  Well,  it  is  usual  to  state  book  value  ?  A.  Yes,  it  is  usual 
to  state  book  value. 

Q.  What  I  wanted  to  get  at  is  whether  this  statement  of  the 
values  of  your  real  estate  as  contrasted  with  the  book  values  was 
the  result  of  an  appraisement  ?  A.  Yes,  sir,  all  of  our  properties 
are  appraised. 

Q.  Who  appraised  those  properties  to  give  you  these  values? 
A,  I  cannot  tell.     We  have  the  appraisals. 
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Q.  Have  you  a  regular  appraiser?  A.  No,  independent  out- 
sider, sir. 

Q.  Did  you  have  an  appraisement  made  before  this  last  report 
was  put  in?  A.  Some  time  before,  yes,  sir.  I  should  be  very 
pleased  to  furnish  you  with  the  appraisals  in  each  case. 

Q.  I  want  to  get  at  the  practice  of  your  company  in  that  re- 
spect. It  is  a  fact  that  you  do  mark  up  the  properties  above  the 
cost  to  you,  do  you  not  ?     A.  ISTot  in  all  instances. 

Q.  Well,  you  have  done  it  in  all  the  instances  of  property  owned 
by  you  at  the  time  of  the  last  report?  A.  We  mark  up  the  prop- 
erty to  correspond  somewhat  to  the  appraised  or  market  value. 

Q.  I  want  to  get  at  what  you  had  to  base  that  action  on.  In  the 
form  of  an  appraisement?  A.  In  the  form  of  an  appraisement, 
yes,  sir. 

Q.  You  have  regular  appraisals  ?     A.  Yes,  sir. 

Q.  Are  those  made  by  the  same  persons  or  different  persons? 
A.  Different  persons. 

Q.  When  were  these  made  to  get  the  values  stated  in  your  last 
report  ?     A.  Well,  I  should  say  last  year  or  the  year  before. 

Q.  They  must  have  been  shortly  before  December  31st,  1904, 
were  they  not,  were  you  not  stating  the  values A.  Well,  dur- 
ing that  year  or  the  year  previous.  I  think  all  ahose  valuations 
are  made 

ME.  HUGHES:  Let  me  see  the  report  for  1903,  please. 

(Paper  produced.) 

Q.  Now  for  example,  on  December  31st,  1903,  the  property  on 
West  Twenty-seventh  street,  Nos.  49,  51,  53  and  55  and  No.  50 
West  Twenty-eighth  street,  taken  together,  were  put  at  a  book 
value  of  $531,115.30.  At  the  end  of  1904  they  are  put  at  book 
value  of  $615,555.28?     A.-  Yes,  sir. 

Q.  An  increase  of  about  $85,000  in  the  cost?  A.  Well,  sir, 
there  was  a  mortgage  paid  off  in  1903  on  that  same  property. 

Q.  Increasing  the  cost  in  that  way  ?     A.  Yes,  sir. 

Q.  Of  what  amount,  what  was  the  amoimt  of  the  mortgage? 
A.  I  think  it  was  $100,000. 

Q.  One  hundred  thousand  dollars  ?     A.  I  think  so. 

Q.  And  you  put  up  your  valuation  according  ?     A.  Yes,  sir. 

Q.  Well,  the  increase  in  valuation  was  only  about  $85,000.  A 
\YeU 
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Q.  Had  the  cost  been  reduced  by  income  or  did  you  carry  the 
income  in  your  income  account?  A.  That  I  do  not  know.  I  re- 
member it  was  that  year  that  the  mortgage  was  paid  off  on  that 
property. 

Q.  Was  the  mortgage  paid  off  on  properties  on  West  140th 
street  ?     A.  ISTo,  sir,  I  think  not. 

Q.  The  book  value  of  that  property  Nos.  151  to  169  inclusive, 
West  140th  street,  is  stated  in  your  report  at  the  close  of  1903  at 
$321,550:94,  and  on  December  31st,  1904,  at  $351,472.34,  an  in- 
crease in  book  value  of  albout  $30,000.  What  was  the  occasion 
for  that?  A.  Well,  I  presume  th^at  that  was  owing  to  improve- 
ments. 

Q.  Were  you  improving  the  property  ?  A.  I  knew  there  was 
new  machinery,  put  in  that  property. 

Q.  What  machinery?     A.  Some  engines. 

Q.  Well,  did  you  Improve  it  to  the  extent  of  $30,000?  A. 
Well,  that  I  don't  know.  I  know  that  the  improvements  amounted 
to  quite  considerably. 

Q.  The  market  value  of  that  property  is  stated  in  your  report 
at  the  end  of  1903  at  $330,000,  and  at  the  end  of  1904  at  $365,- 
000.     Did  you  have  that  appraised  iii  1904?     A.  I  think  so. 

Q.  You  did?     A.  I  think  so. 

Q.  By  whom  ?     A.  I  don't  remember. 

MR.  HUGHES:    Is  that  accurate? 
MR.  GILBERT:    I  do  not  remember. 

Q.  I  find  by  reference  to  the  report  of  1902  that  the  book 
value  of  the  premises  on  West  Twenty-seventh  street  and  No.  50 
West  Twenty-eighth  street  is  put  at  $430,750,  and  at  the  end  of 
1903  that  is  increased  to  $531,000,  or  by  $100,000.  What  was 
the  occasion  of  that?  A.  Well,  perhaps  that  accounts  for  the 
payment  of  the  $100,000. 

Q.  The  $100,000  of  mortgage.  If  that  is  so,  what  accounts  for 
the  increase  of  $85,000  from  December,  1903  to  1904?  A.  It 
must  have  been  marked  up. 

Q.  The  book  value  marked  up?    A.  Yes. 

Q.  How  could  you  mark  up  the  book  value  without  actually 
expending  money?  I  am  not  speaking  of  the  market  value,  but 
book  value.  That  represents  cost,  does  it  not?  A.  Yes  sir  it 
might  have  been  an  enhancement. 
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Q.  No,  not  an  enhancement  —  well  that  is  a  point  I  would  like 
10  get  at.  Do  you  mark  up  the  book  value  to  represent  enhance- 
ment?    A.  Well,  possibly  that  was  done.' 

Q.  Do  you  know  whether  it  was  done  or  not  ?    A.  No,  I  do  not. 

ME.  HUGHES :    Let  me  have  the  report  for  1901. 

(Paper  prbduced.) 

Q.  Now,  I  will  read  upon  the  record  the  valuations  of  the 
property  consisting  of  eleven  story  fireproof  brick,  stone  and  steel 
building  with  four  lots  on  West  Twenty-seventh  street,  near 
Broadway 

THE  WITISTESS:  Does  that  include  the  Twenty-eighth  street 
property? 

ME.  HUGHES :     I  am  looking  for  that  now. 

THE  WITNESS :  I  think  that  $85,000  is  accounted  for  by 
the  acquisition  of  the  property  bought  in  the  year. 

Q.  Apparently  the  property  in  Twenty-eighth  street  is  not  in- 
cluded in  your  report  of  1901.  Do  you  remember  when  that  was 
acquired?    A.  No,  I  do  not. 

Q.  Well,  we  will  start  with  1-902,  and  I  will  read  upon  the  rec- 
ord of  eleven-story  fireproof  brick,  stone  and  steel  building  100 
feet  by  98  feet  9  inches,  comprising  four  lots  on  West  Twenty- 
seventh  street  and  the  basement  brick  and  stone  building  No.  50 
West  Twenty-eighth  street  on  lot  25  feet  by  98  feet  9  inches, 
report  of  December  31st,  1902,  less  mortgage  not  matured,  book 
value  $430,750.92.  Valuation  of  premises  $505,000.  Eentals, 
$36,966.87.  Expenses,  including  three-year  fire  insurance  pre- 
miums, $10,649.71.  The  same  property  is  stated  in  the  report  of 
December  31st,  1903,  to  be  less  mortgage  not  matured,  book  value 
$531,115.30,  valuation  of  premises  $605,000.  The  same  property 
stated  t,o  be  less  mortgage  value  not  matured  in  the  report  of  De- 
cember 31st,  1904j  book  value  $615,555.28,  valuation  of  prop- 
erty $670,000.  Now,  was  there  a  mortgage  paid  off  during  the 
period  of  these  valuations?    A.  Yes,  sir. 

Q.  Then  were  there  two  mortgages  upon  the  premises?  A. 
There  were  two,  yes,  sir. 

Q.  Wliat  were  the  two  ?  A.  The  amount  paid  on  the  Twenty- 
seventh  street  property  wa,3  $100,000,  and  the  amount  on  the 
Twenty-eighth  street  property  ^^^  $20,000. 
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Q.  What  was  the  mortgage  not  matured  which  is  mentioned  in 
your  last  report?  A.  Well,  that  was 'the  $100,000  on  account  of 
the  Twenty-seventh  street  property.  The  Twenty-seventh  street 
property  was  a  payment  then  due  which  had  been  —  the  property 
had  heen  taken  subject  to  that  mortgage. 

Q.  Then  the  $100,000  had  not  been  paid  prior  to  December 
31st,  1904.  I  understood  you  to  say  it  had  been  paid?  A.  It 
had  been  paid,  yes,  sir. 

Q.  So  that  this  valuation  was  not  less  than  mortgage?    A.  No. 

Q.  But  there  was  a  mortgage  of  $20,000  which  was  not  paid 
until  the  exchange  for  35  Nassau  street  in  this  year?  A.  Pre- 
cisely. 

Q.  And  which  existed  at  the  time  of  the  last  report?  A.  Yes, 
sir. 

Q.  What  else  is  there  to  account  for  the  variations  in  the  book 
value?  A.  Well,  the  enhancement,  whatever  it  is  there.  There 
were,  I  may  say,  some  permanent  improvements  on  that  Twenty- 
seVenth  street  property.    What  they  amounted  to  I  cannot  tell  you. 

Q.  Then  the  result  would  be  that  the  book  value  increased'  by 
$100,000  from  1902  to  1903  through  the  payment  of  this  mort- 
gage?   A.  I  should  say  that  was  it,  yes,- sir. 

Q.  But  what  increased  the  book  value  from  $531,000  at  the  end 
of  1903,  to  $615,000  at  the. end  of  1904  you  do  not  know?  A. 
No,  I  do  not  know. 

Q.  Did  you  have  an  appraisal  which  gave  the  value  of  that 
property  or  the  premises  at  the  end  of  1903  at  $605,000?  A.  I 
thinik  so,  yes,  sir. 

Q.  Did  you  have  an  appraisal  which  gave  the  value  of  prop- 
erty at  the  end  of  1904  at  $670,000?  A.  I  will  say  this,  Mr. 
Hughes,  that  there  is  no  property  in  these  reports  from  first  to 
last  but  what  have  been  properly  appraised  by  competent  apprais- 
ers and  by  the  Insurance  Department  of  the  State  of  New  York. 

Q.  Well,  I  wanted  to  get  at  just  what  the  appraisal  was?  A. 
Well,  I  will  be  glad  to  furnish  those. 

Q.  Very  good.  As  a  matter  of  fact,  your  gains  have  largely 
consisted  of  your  gains  on  properties,  your  gains  in  surplus  during 
the  year?     A.  To  some  extent. 

Q.  That  is  a  matter  we  shall  examine  into  a  little  later.  I  would 
like  to  have  the  appraisals  which  show  how  you  put  up  the 
property. 

ME.  GILBERT:     I  have  sent  for  them. 
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Q.  Now,  did  you  have  an  appraisal  of  35  ISTassau  street  at  the 
time  we  took  it  over?     A.  We  had,  yes,  sir. 

Q.  You  are  aware  that  the  Metropolitan  Insurance  Company 
thought  they  were  making  a  very  good  bargain  in  getting  rid  of 
it?     A.  I  heard  them  state  to  you  on  the  stand,  yes,  sir. 

Q.  And  you  thought  you  were  getting  an  equally  good  bargain 
in  getting  it?    A.  Yes,  sir. 

Q.  Have  you  any  loans  from  the  company  on  mortgage?  A. 
Yes,  sir. 

Q.  On  what  property?    A.  I  cannot  specify  them  from  memory. 

Q.  Well,  what  property  in  the  city  have  you  loans  from  ybur 
company  upon?    A.  I  can  point  them  out  to  you. 

Q.  Take  the  report  of  1904  (handing  paper.)  (Witness  marks 
on  paper  handed  him). 

Q.  You  have  marked  upon  this  schedule  B  of  the  report  of  De- 
cember 31st,  1904,  the  following  properties  which  I  understand  ^ 
are  properties  owned  by  you  upon  which  the  company  has  made 
the  loans  stated?    A.  Yes,  sir,  those  are  the  checks. 

MR  HUGHES:  1887,  due  1890,  New  York,  $7,000,  value  of 
lands  mortgaged,  $5,500;  value  of  buildings,  $13,500;  amount  of 
insurance  held  by  the  company  on  the  buildings,  $10,000;  prop- 
erty, house  and  lot  128  East  129th  street,  New  York,  N.  Y. 

1892,  due  1897,  New  York,  $14,000,  value  of  land  mortgaged, 
$14,000;  value  of  buildings,  $126'000;  amount  of  insurance  held 
by  the  company  on  the  buildings,  $14,000;  house  and  lot  105 
East  Sixtieth  street.  New  York,  N.  Y. 

1899,  New  York,  loan,  $25,000;  value  of  land  mortgage,  $20,- 
X)00;  value  of  buildings,  $30,000;  amoimt  of  insurance  held  by 
the  company  on  the  building,  $12,500;  house  and  lot  519  Madi- 
son avenue.  New  York. 

1898,  loans,  $50,000;  value  of  lands  mortgaged,  $40,000, 
value  of  building,  $35,000;  amount  of  insurance  held  by  lhe 
company  on  the  building,  $25,000;  house  and  lot  137  West 
Seventy-second  street.  New  York,  N.  Y. 

1899,  loan,  $20,000;  value  of  land  mortgage,  $16,000;  value 
of  buildings,  $15,500;  insurance 

ME.  GILBEET:  I  do  not  think  he  understood  your  ques- 
tion.   Those  are  not  houses  owned  by  him. 

ME.  HUGHES:  That  is  what  I  asked  him. 
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j\ni.  QILBEET:  He  wants  to  know  what  houses  are  owned 
by  yon  on  which  the  company  holds  a  mortgage. 

Q.  What  did  you  think  you  were  giving  me?  A.  I  thought 
you  wanted  the  New  York  properties. 

Q.  No,  have  that  clear  upon  thg  record.  You  have  been 
giving  me  the  New  York  properties  on  which  the  company  has 
made  loans.  I  wanted  the  properties  owned  by  you  indi- 
vidually on  which  the  company  made  loans.  A.  The  company 
has  made  no  loans  to  me  in  any  shape,  form  or  manner  from 
th§  time  that  I  took  the  presidency  of  it  to  date,  not  one  cent. 

Q.  Has  the  company  no  loans  upon  property  which  you  now 
own?    A.  Yes,  assigned,  which  I  took  subject  to. 

Q.  Which  you  took  subject  to  the  mortgage?     A.  Yes. 

Q.  And  that  property  is  the  one  checked  here?     A.  Yes.  s^r. 

Q.  To  wit:  1898,  loan  of  $60,000,  value  of  lands  mortgaged 
$65,000;  value  of  building,  $60,000;  amount  of  insurance  held 
by  the  company  on  the  building,  $30,000;  house  and  lot  105 
Eiverside  Drive,  New  York.  Are  you  interested  in  No.  146 
Eiverside  Drive?     A.  No,  sir,  I  am  not. 

ME.  GILBEET:  I  think  Mr.  Scott  is  again  confining  his  an- 
swer to  New  York. 

Q.  Are  there  any  other  properties  owned  by  you  on  which 
the  company  holds  loans  ?  A.  The  question  was  in  Nev?  York, 
as  I  understood  it. 

Q.  Well,  that  was  your  answer,  anyway,  whatever  the  ques- 
tion calls  for  ?    A.  That  is  all. 

Q.  Now,  with  reference  to  out  of  town  property  owned  by 
you  on  which  the  company  has  a  loan,  you  have  1900  loan  $14,- 
500;  value  of  land,,  $25,000;  value  of  building,  $40,000;  insur- 
ance, $12,000;  house  and  grounds  at  Allenhurst,  New  Jersey. 
Is  there  any  other  officer  of  the  company  who  owns  property 
on  which  the  company  has  a  loan?     A.  No,  sir. 

Q.  You  say  that  these  loans  were  upon  the  property  prior  to 
your  purchase?     A.  Yes,  sir. 

Q.  How  long  prior  ?     A.  Some  years. 

Q.  Have  you  a  statement  showing  the  amount  of  business 
written  by  your  company  since  1897  and  the  net  increases,  rate 
of  lapses  and  so  forth,  that  I  asked  for  the  other  day?  'a.  T 
think  I  have.  This  is  for  ten  years,  Mr.  Hughes.  I  think  it 
was  five  years  the  statement  you  asked  for. 
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Q.  Wei],  it  is  very  convenient  to  have  it  in  this  form.  The 
statement  you  now  hand  me  is  the  simK  insured,  issued  and 
terminating  from  1895  to  1904  inclusive?     A.  Yes,  sir. 

MR.  HTJGHES:    I  offer  that  in  evidence. 

(Paper  marked  Exhibit  702.) 

'  (Exhibit  102  will  be  found  in  the  book  of  Exhibits.) 

Q.  It  is  suggested  to  me  that  you  have  fallen  into  an  error 
with  regard  to  the  mortgages  held  by  the  company  upon  prop- 
erties owned  by  Mr.  Hubbard  upon  which  the  company  has  a 
mortgage  made  in  1893  and  1894?  A.  Well,  possibly.  I  was 
under  the  impression  when  I  answered  you  that  that  had  been  paid, 
but  possibly  it  has  not. 

Q.  I  would  like  to  ask  you  whether  the  mortgages  upon  the 
—  well,  take  the  Riverside  Drive  property,  owned  by  you, 
whether  the  mortgage  upon  that  property  was  overdue  at  the 
time  you  bought  the  property?    A.  JSTo,  sir. 

Q.  Did  you  take  the  property  at  the  time  when  the  company 
was  about  to  begin  foreclosure  proceedings  or  anything  of  that 
sort?     A.  !N"o,  sir. 

Q.  It  was  a  purchase A.  I  took  it  subject  to  the  mort- 
gage. 

Q.  Subject  to  the  mortgage?    A.  Yes,  sir. 

Q.  The  loan  is  stated  here  to  be  1898.  When  did  you  acquire 
the  property?    A.  I  think  it  was  made  that  year. 

Q.  Then  the  mortgage  was  ngt  made  some  years  before  you  got 
the  property?    A.  It  was  ne^'-er  made  by  me  upon  the  property. 

Q.  Then  the  Provident  Savings  acquired  the  mortgage?  A. 
Acjquired  the  mortgage,  yes,  sir. 

Q.  When  did  the  Provident  Savings  acquire  the  mortgage,  in 
1898,  or  was  that  originally?    A.   Subsequently. 

Q.  When  did  the  Provident  Savings  take  the  mortgage?  A. 
I  cannot  tell  y^u. 

Q.  After  you  had  bought  the  property?  A.  After  I  had  bought 
the  property,  yes,  sir. 

Q.  What  did  the  Provident  Savings  pay  for  the  mortgage, 
the  full  amount?    A.  The  full  amount. 

Q.  What  rate  of  interest  does  the  mortgage  carry?  A.  Pour 
and  one-half  per  cent. 

Q.  Is  that  the  same  rate  at  which  it  was  before  the  Provident 
Savings  took  it?    A.  I  think  so. 

0.  The  rate  had  not  been  reduced?    A.  I  think  not. 
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Q.  And  when  did  the  Provident  Savings  take  it  over?  _  A. 
It  took  it  over  at  maturity  or  shortly  afterward. 

Q.  When  the  loan  became  due?    A.  Yes,  sir. 

Q.  So  that  in  effect,  instead  of  renewing  the  mortgage  with 
the  mortgage,  yoti  had  an  assignment  made  of  it  to  the  Provi- 
dent Savings?    A.  Yes,  sir. 

Q.  And  it  operated  in  effect  as  a  loan  by  the  Provident  Sav- 
ings upon  the  property  ?  A.  Substantially  the  same  so  far  as  the 
question  of  security  was  concerned. 

Q.  Were  you  on  the  bond?  A.  No,  sir,  I  never  made  the 
mortgage. 

Q.  And  the  same  is  true  of  the  Allenhurst  property?  ^.  Yes, 
sir,  precisely. 

Q.  Who  was  the  mortgagee  originally?     A.  The  mortgagee? 

Q.  Yes.     A.  I  do  not  remember. 

Q.  When  did  you  acquire  the  property?  A.  I  think  I  ac- 
quired it  in-  1900,  I  think  so. 

Q.  And  the  mortgage  was  made  in  that  year,  and  when  did 
the  Provident  Savings  take  it  over?  A.  It  was  made  in  that 
year. 

Q.  The  mortgage  was?  A.  Then  it  was  subsequently  that  I 
acquired  it. 

Qi'But  the  mortgage  became  due  in  1903.  When  did  the 
Provident  Savings  take  it  over?  A.  About  the  time  of  maturity 
or  at  maturity. 

Q.  Wow,  referring  to  Exhibit  .702,  statement  of  sums  assured, 
issued  and  terminated  1895  to  1904,  the  first  column  shows  the 
year  and  the  next  column  the  amount  of  the  policies  issued  in 
that  year  ?     A.    Yes,  sir. 

Q.  And  the  next  column  the  amount  of  policies  revived  in 
that  year?      A.    Yes. 

Q.  And  the  next  column  under  the  head  of  increase  shows 
what  the  net  increase  as  compared  with  the  year  before?      A. 
Well,  really  I  do  not  quite  understand  that  column.^ 

Q.  That,  I  think,  must  mean  the  amoimt  of  increased  insur- 
ance. 

MR  aiLBEET :  That  is  what  it  means. 

ME.  HUGHES :  Then  you  have  in  the  next  column  the  total 
amount  of  new'  business  of  the  year,  including  new  issues  re- 
vivals and  increases  of  insurance. 
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MR  GILBERT:  Yes. 

ME.  HUGHES:  Then  you  have  a  statement  of  transfers, 
change  of  kind  of  insurance,  which  do  not  affect  the  totals  for 
the  year. 

MR  GILBEKT:  Either  way,  they  are  the  same. 

Q.  Then  you  have  the  amount  expired  and  lapsed,  during 
the  year  and  the  amount  not  taken  ?     A.   Tes. 

Q.  And  -the  deaths,  surrenders,  reductions,  and  extras  ?  A- 
Yes. 

Q.  Showing  the  total  of  terminations?      A.    Yes. 

Q.  Now,  it  appears  from  this  that  in  the  year  1904  the  total 
amount  of  new  business  including  new  issues,  revivals  and  in- 
creases amounted  to  $28,114,662 ;  that  the  lapses  of  that  year 
amounted  to  $22,820,660 ;  and  that  there  were  not  taken  $6,085,- 
883  ?     A.    Yes — ^what  year  are  you  reading  ? 

Q.  1904.     A.  Yes,  sir. 

Q.  So  that  the  first  total  given  of  new  business  includes  poli- 
cies not  taken  ?     A.  Yes,  sir. 

Q.  That  is  business  written,  but  not  taken?      A.    Yes,  sir. 

Q.  And  if  we  deduct  from  the  total  of  new  business  the  amount 
of  business  not  taken,  we  have  about  $22,000,000  of  business 
that  was  put  in  force  ?     A.   Yes,  sir. 

Q.  And  there  expired  and  lapsed  in  the  same  year  $22,820,000  ? 
A.  I  would  state  that  the  expirees  were  about  five  million  dollars 
and  over. 

Q.  What  is  the  difference  between  expirees  and  lapses?  A. 
Policies  matured. 

Q.  You  have  a  separate  column  for  matured?     What  does  that^ 
mean,  you  mean  policies  completing  the  term  ?     A.    Completing 
the  term, 

Q.  Where  it  is  a  case  of  term  insurance  ?     A.  Yes,  sir. 

Q.  So  that  they  simply  come  to  the  end  of  the  insurance  period  ? 
A.   Yes,  sir. 

Q.  Ajid  not  come  to  the  end  in  the  sense  that  a  payment  is 
required?     A.  TSTo. 

Q.  You  say  the  amount  of  expirees  on  such  term  is  aboul 
five  million  dollars?      A.    Yes,  sir. 

Q.  So  that  the  amount  of  lapses  are  about  seventeen  million 
dollars?     A.   Yes,  sir. 
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Q.  And  then  after  including  the  deaths,  that  is,  those  termi- 
nated by  death,  about  $1,462,000,  and  the  surrenders  of  $906,000 
and  reductions  of  $780,000  and  the  extras  of  $7,000,  you  have  a 
total  termination  for  the  year  of  $32,000,000,  so  that  your  net  in- 
surance was  about  four  million  dollars  less  at  the  end  of  the  year 
than  it  had  been  at  the  beginning?     A.  Yes,  sir. 

Q.  But  this  table  shows  that  the  lapses  in  the  year,  norhial 
lapses  apart  frona  mere  expiration  of  insiirance,  was  about  seven- 
teen millions?      A.  Yes,  about  seventeen  millions. 

Q.  liavd  yovi  a  table  which  will  show  what  ^.mounts  of  the  busi- 
ness stated  to  have  expired  and  lapsed  in  the  earlier  years  was  busi- 
ness expiring,  as  distinguished  from  lapsing  ?  A.  ISTo,  I  h£|.ve  not, 
Mr.  Hughes. 

Q.  Would  the  percentage  indicated  by  the  expirations  in  1904 
hold  good  for  the  rest  of  the  period,  approximately,  a  little  less 
than  one  quarter  of  the  total  ?  A.  I  have  it  here  for  five  years, 
ilr.  Hughes,  perbaps  that  will  be  of  interest  to  you.  That  will 
cover  the  period  you  speak  of. 

MK.  HUGHES :    I  will  of  gr  this  statement  in  evidence. 

(Paper  marked  Exhibit  703.) 

Mr.  Hughes  read  Exhibit  ISTo.  703. 

Q.  Was  there  a  heavy  mortality  in  1904  ?  A.  Yes,  sir,  heavier 
than  it  was  in  1903.  I  think  the  general  mortality  ^as  heavier 
with  all  companies ;  that  is  the  experience  of  our  companies. 

Q.  You  have  handed  me  a  statement,  as  follows,  which  I  will 
read  upon  the  record:  "  The  heavy  mortality  during  1904  seems 
to  have  been  entirely  accidental.  It  is  the  heaviest  we  have  had 
for  five  years,  and  was  largely  of  the  old  yearly  renewable  term 
business.  During  the  present  year' the  claims  have  been  about 
$130,000  less  than  they  were  last  year  to  the  same  date.  This  is 
about  ten  per  cent,  reduction."  Those  are  the  facts,  as  you  under- 
stand them  ?     A.  Those  are  the  facts. 

Q.  You  have  also  handed  me  a  statement  of  premiums  and  pay- 
ments to  policyholders  during  the  last  ten  years  ?     A.  Yes,  sir. 

Q.  With  a  statement  of  the  extent  to  which  your  assets  have 
increased  in  the  same  time?      A.  Yes,  sir. 

ME.  HUGHES:    That  I  will  offer  in  evidence. 

Statement  marked  Exhibit  704  and  read  in  evidence  by  Mr, 
Hughes, 
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Q.  Before  we  go  further  with  that  line  of  iaquiry,  I  have  here 
now  certain  correspondence  between  you  and  the  vice-president 
of  the  Equitable,  with  regard  to  your  account.  I  would  like  to 
ask  yoti  if  you  received  a  letter,  of  which  this  is  a  copy/ and 
whether  this  is  your  reply. 

(Handing  letter  to  witness.) 

A.  I  have  ^ead  that. 

Q.  Is  that  your  correspondence?  '  A.  That  is  the  correspond- 
ence. I  submit,  Mr.  Hughes,  that  I  repeat  my  former  testimony, 
and  that  this  is  an  entirely  personal  matter,  foreign  to  the  inquiry 
of  this  committee.  It  is  an  attack  upon  my  personal  character, 
lugged  in  here,  at  this  time,  for  the  purpose  of  revenge.  I  have 
been  pursued  by  enemies  for  the  last  five  or  six  years,  and  nothing 
has  been  left  undone  to  injure  me  and  the  business  of  my  com- 
pany, notwithstanding  which  it  has  gone  ahead.  In  the  Fall  of 
1900  the  records  of  our  company  were  taken  out  by  a  man  who 
engaged  vdth  the  Equitable  Society,  evidence  of  which  I  have, 
for  the  purpose  of  preying  upon  the  business  of  my  company- 
He  was  arrested,  the  plunder  was  found  in  his  room;  he  was 
indicted,  and  upon  a  personal  plea  to  me,  on  behaK  of  his  mother, 
he  was  not  prosecuted.  Following  upon  the  heels  of  that  was  a 
traitorous  bookkeeper,  who  was  discharged  for  gambling,  and 
whose  confession"  I  have  in  writing,  who  falsified  our  books.  He 
was  in  league  with  this  other  party,  who  stole  our  records,  all 
of  which  is  susceptible  of  proof. 

It  is  through  these  channels  that  this  matter  has  been  dug  up, 
and  I  am  ready  to  give  proof  of  that.  This  man  went  to  the 
Equitable,  who  made  an  arrangement  with  him,  to  which  he  was 
to  carry  his  plunder  to  prey  upon  the  business  of  my  company ; 
and,  I  submit,  Mr.  Chairman,  that  that  is  a  matter  for  which  I 
stand  responsible,  for  which  I  am  responsible,  morally  aud  pecuni- 
arily, and  should  not  be  brought  here  to  my  injury,  to  the  injuiy 
of  my  family,  and  to  the  injury  of  thousands  of  policyholders 
insured  in  my  company. 

I  submit,  Mr.  Chairman,  that  this  is  a  matter  entirely  foreign 
to  the  matter  of  this  inquiry,  and  I  beg  you  to  rule  to  that  effect. 

THE  OHAIRMAlSr :  Without  knowing  what  it  is,  Mr.  Scott, 
the  committee  cannot  pass  upon  it. 

Q.  Mr.  Scott,  be  quiet  a  moment.  The  point  is  as  to  whether 
you  owe  the  Equitable  some  money?     A.  I  have  testified  that 
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I  do  not,  and  I  am  perfectly  willing  to  meet,  the  Equitable  in 
open  court. 

Q.  !N'ow,  what  I  want  to  get  at  is  whether  you  have  not 
been A.  May  I  say  a  word  there? 

Q.  Certainly,  say  anything  you  please.  A.  I  have  been  quite 
responsible  for  anything  I  may  have  owed  the  company.  Why 
has  not  a  claim  been  made  upon  me  during  the  past  five  or  six, 
or  seven,  or  eight,  or  nine  years;  why  has  not  a  claim  been  brought 
against  me  if  I  owe  the  Equitable  Society  money. 

MR.  HTTGHES :  I  offer  the  correspondence  in  evidence. 

Correspondence  marked  Exhibits  705,  Y05A  and  706. 

THE  WITNESS:   There  is  no  admission. 

THE  CHAIEMAN:    Have  you  read  the  correspondence? 

MR  HUGHES :  Yes,  I  will  submit  it  to  the  Committee. 

THE  CHAIEMAI^ :  The  committee  has  no  desire,  of  course, 
Mr.  Soott,  to  do  anything  more  than  it  is  its  duty  to  do. 

Q.  N'ow,  my  reason  for  referring  to  this,  Mr.  Scott,  is  because 
of  your  testimony  as  to  your  relations  with  the  Equitable  Life, 
and  what  I  want  to  know  is  whether,  looking  at  this  correspond- 
ence and  the  statements  therein  contained,  you  do  not  recall  the 
fact  that  there  was  an  account  with  a  balance,  of  which  payment 
was  demanded  ?     A.  Which  was  refused. 

Q.  My  first  question  is  whether  there  was  such  an  account? 
A..  According  to  that  statement,  yes,  sir. 

Q.  Wow,  in  your  letter  you  do  not  refuse  or  deny  the  correet" 
ness  of  the  account,  do  you  ?     A.  JSTot  directly,  no. 

Q.  Did  you  otherwise  than  in  this  letter?     A.  Yes,  verbally. 

Q.  You  did,  to  whom  ?     A.  To  Mr.  Alexander. 

Q.  And  to  anyone  else?  A.  I  do  not  recall.  I  think  the 
matter  was  entirely  between  him  and  myself. 

Q.  And,  as  a  matter  of  fact,  the  account  has  never  been  ad- 
justed ?     A.  Never  has  been  adjusted,  the  matter  in  dispute. 

Q.  Now,  did  you  see  him  after  this  letter  of  the  13th  ?  A. 
1897,  yes,  sir. 

Q,  And  did  you  then  receive  the  correspondence,  the  letter 
which  I  now  show  you?     A.  There  is  no  admission  there. 

Q.  No,  but  that  is  the  correspondence?  A.  Yes,  that  is  thi; 
correspondence. 


Testhnoriy  of  Edidard  W.  Scott.  3891 

Papers  marked, Exhibits  Nos.  TOY  and  708,  respectively. 

Q.  Now,  we  have  no  desire  to  give  currency  to  any  statement 
to  prejudice  you  made  by  any  person  who  may  be  inimical  to  you, 
but  you  have  testified  here  that  you  are  not  indebted  to  the  Equi- 
table Life,  and  that  your  account  with  them  was  settled,  as  I  un- 
derstood your  testimony.  A.  That  account — you  refer  to  the 
Australian  account — ■ — 

Q.  There  were  two  accounts.  A.  That  account  has  always 
been  open. 

Q.  To  what  account  do  you  refer  as  always  open?  A.  This 
one  that  has  been  in  dispute. 

Q.  This  one  called  the  "  Old  City  Account? "  A.  Whatever 
ii  is. 

Q.  The  old  City  or  Current  City  Account?    A.  Whatever  it  is. 

Q.  Then  what  you  meant  in  your  testimony,  and  a  while  ago, 
by  the  account  that  had  been  settled,  was  the  Australian  account? 
A.  Yes. 

Q.  And  was  settled  by  a  transfer  of  your  renewal  interest?  A. 
Yes.      . 

Q.  To  the  company?    A.  Yes,  sir. 

Q.  And  did  those  renewal  interests  equal  the  amount  of  your 
debit  balance?  A.  Entirely  so,  and  the  company  paid  me  money 
on  my  return  home. 

Q.  So  that  the  renewal  commissions  to  which  you  were  entitled 
were  sufficient  to  liquidate  that  -account  ?    A.  Yes,  sir. 

Q.  And  was  that  agreed  upon  as  liquidation?    A.  I  think  so. 

Q.  With  whom?  A.  With  the  representative  of  the  company 
at  that  time. 

Q.  Mr.  Henry  B.  Hyde?  A.  WeU,  whether  he  transacted  it  or 
not,  I  cannot  say. 

Q.  Now,  then,  there  was  this  other  account  which  you  say  has 
not  been  settled  that  has  been  a  matter  of  dispute?  A.  That  has 
been  a  matter  of  dispute. 

Q.  Now,  the  statement  is  made  here  by  Mr.  Alexander  in  one 
of  these  letters,  that  the  statements  of  account  that  had  been 
handed  you  had  been  accepted  as  correct?    A.  By  me? 

Q.  Yes.     A.  I  have  no  recollection. 

Q.  You  don't  recall  that?  Now,  since  the  time  of  this  corre- 
spondence has  any  demand  been  made  upon  you  for  this  A. 
Since  that  correspondence — no,  sir. 

Q.  Has  any  suit  been  brought  against  you?    A.  No,  sir.- 

Q.  Has  the  matter  been  brought  to  your  attention  in  any  way? 
A     Xo.  sir. 
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Q.  Did  you  refuse  to  pay  this  account?    A.  I  did,  sir. 

Q.  Did  you  refuse  upon  tlie  ground  that  you  were  not  under 
any  legal  obligation  to  pay  it?    A.  Entirely  so. 

Q.  Arid  the  matter  was  dropped?  A.  I  have  heard  nothing 
from  it  since. 

Q.  You  did  receive  statements  of  account  according  fo  the 
letter?    A.  I  did,,  yes,  and  seven  years,  .eight  years  has  elapsed. 

Q.  And  you  asked  for  a  conference?    A.  Not  one  word — 

Q.  You  asked  for  a  conference?    A.  I  did,  I  think  so,  yes. 

Q.  And  did  you  have  it?    A.  That  I  cannot  recall. 

Q.  So  that  that  matter  stands  just  as  it  was  left  by  those  letters? 
A.  Just  as  it  was  left  by  those  letters. 

Q.  Now,  you  stated  a  few  minutes  ago  that  you  desire  to  make 
an  explanation — or  a  little  while  back  you  said  you  may  have 
something  to  say  in  connection  with  this — was  it  something  in 
explanation  of  this  matter?    A.  No,  sir,  nothing  at  all. 

Q.  Have  you  said  all  you  wish  to, say  in  explanation  of  it?  A. 
Of  this? 

Q.  Yes.     A.  At  this  time,  yes,  sir. 

Q.  We  do  not  wish  to  come  back  to  it.  A.  Nothing  further. 
I  think  I  have  covered  the  ground. 

Q.  You  have  covered  the  whole  ground?    A.  I  think  so. 

Q.  Now,  from  the  report  of  1901,  we  find  the  following: 

Gross  divisible  surplus $451  83V. 42 

1902. 
TJnassigned  fund  surplus 608,276 .  56 

1903. 
TJnassigned  fund  surplus 633  085 .  53 

1904. 
TJnassigned  fund  to  provide  for  all  other 

contingencies 651,767 .  11 

Now,  those  items  are  the  items  of  surplus  in  each  year?  A. 
Yes,  sir. 

Q.  Then  in  each  case  we  have  the  amount  of  surplus  after  de- 
ducting the  amount  of  capital  stock  ?     A.  If  it  is  the  net. 

Q.  Now,  have  you  got  your  gain  and  loss  exhibits  for  those 
years  which  will  enable  us  to  see  through  what  the  gains  have 
-been  derived  ?     A.  I  think  that  is  it  (producing  papers). 

ME.  HUGHES :  I  offer  that  in  evidence. 

(Paper  marked  Exhibit  709). 
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Q.  This  is  really  in  the  form  of  an  answer  to  a  question  and 
you  had  better  give  it  as  an  answer  to  my  question:  calling  for 
the  iii'^m-ance  history  of  yoiir  company  for  the  last  ten  years. 
Just  start  in  and  read  it.  A.  You  asked  me  for  a  statement  of 
the  gains  and  losses  in  the  Provident  Savings  for  a  period  of  ten 
years.  It  has  been  impossible  to  prepare  a  new  statement  of^the 
kind,  but  the  following  contains  the  figures  as  published  in  the 
gain  and  loss  statements  from  year  to  year,  that  is  as  returned  to 
the  department.  In  regard  to  this  I  would  direct  special  attention 
to  the  years,  1897,  1898  and  1899.  Our  present  Actuary  states 
that  he  cannot  in  any  way  reconcile  the  figures  for  th6se  years 
with  the  mortality  records  of  the  society. 

ME.  HUGHES :  Then  follow  the  table  of  net  profits  as  per 
published  gain  and  loss  exhibit  figures.  You  say  as  per  published 
gain  and  loss  exhibit  figures  —  where  are  those  published  ? 

THE  WITN"ESS:  They  are  published  in  the  Wisconsin  re- 
ports and  in  Connecticut. 

ME.  HUGHES :  In  Connecticut  and  Wisconsin.  I  will  read 
this  in  evidence  as  Exhibit  709. 

Q.  l^ow  in  your  first  column  you  say  surplus  interest,  etc. 
^Vhat  is  covered  by  etc. —  profits  on  sales  as  securities  and  profits 
on  sales  of  real  estate  ?     A.  Yes. 

Q.  Did  the  gains  that  come  in  by  marking  up  the  values  of 
real  estate  entries  in  that  column  —  I  mean  the  book  values,  I 

do  not  mean  market  values  —  I  mean A.  Possibly,  to  some 

extent. 

Q.  And  in  this  statement  of  surplus  interest,  etc.,  have  you  in- 
cluded all  profits  on  sales  of  real  estate  ?  ,  A.  Yes,  sir. 

Q.  And  on  sales  of  securities  ?     A.  Yes,  sir. 

Q.  Have  you  taken  a  profit  on  the  enhancement  of  values  of 
real  estate  ?  A.  I  cannot  say  as  to  those  years,  Mr.  Hughes,  but 
I  have  a  statement  here. 

Q.  That  is,  the  enhancement  in  value  has  appeared  in  an  en- 
largement of  book  value  ? 

ME.  GILBEET:  Yes. 

ME.  HUGHES :  Why  it  has  not  appeared  in  enlargement  of 
book  value,  you  have  not  taken  it  in  this  column. 
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ilE.  GILBERT :    We  were  not  taking  any  enhanced  value. 

Q.  JSTow  in  the  year  1904,  it  appears  that  your  gain  on  surplus 
interest,  etc.,  was  $357,792.  How  much  of  that  was  profits  on 
sales?    A.  $135,000. 

Q.  Was  that  a  profit  on  sales  of  securities?    A.  Partly. 

Q.  To  what  extent?     A.  $31,403.66. 

Q.  That  is  exclusive  of  interest  earned?     A.  Yes,  sir. 

Q.  To  what  extent  was  it  a  profit  on  sales  of  real  estate?  A. 
$98,012. 

Q.  And  you  have  a  gain  on  mortality  of  $32,131,  and  losses  on 
your  loadings  and  surrenders,  as  stated  ?    A.  Yes,  sir. 

Q.  So  that  your  gain  of  $116,567  was  attributable,  made  pos- 
sible solely  by  your  profits  on  sales. 

Q.  In  1903  it  appears  that  the  gains  on.mortality  were  $193,000, 
and  $173,000  in  1902,  and  $55,000  in  1901.  A.  Yes,  sir,  fluc- 
tuations. 

Q.  And  then  $64,000  in  1900,  and  $329,000  in  1899,  and  $39,- 
000  in  1898.    A.  Those  are  the  figures,  Mr.  Hughes.  ' 

Q.  What  is  the  reason  for  that  extraordinary  fluctuation?  x  A. 
Those  are  the  figures  that  our  actuary  cannot  reconcile  with  the 
records  of  the  company. 

Q.  Where  does  he  get  them?    A.  He  found  them  there. 

ME.  GILBERT:     From  the  gain  and  loss  exhibits. 

Q.  You  get  them  from  the  published  statement.  What  do  the 
records  of  your  company  show?  If  you  were  to  substitute  for  these 
the  records  of  your  company,  what  would  the  records  show? 

MR.  GILBERT:    The  loss  in  mortality -' 

Q.  How  is  it  accounted  for  that  the  published  gain  and  loss  ex- 
hibits do  not  correspond  with  the  record  of  the  company?  A.  I  do 
no'i,  know,  unless  the  error  was  made  by  Mr.  Moir's  predecessor. 

Q.  Who  was  he?    A.  M.  L.  Mortimer. 

Q.  Was  he  employed  by  your  company  in  1898  and  1899?  A. 
Yes,  sir,  up  to  December,  1900. 

Q.  It  appears  in  1898  that  the  gain  on  mortality  is  stated  to  be 
$339,662.  What  do  the  books  of  the  company  show  to  be  the  loss 
on  mortality  in  that  year? 

MR.  HUGHES:  The  statement  made  by  Actuary  Moir  is  that 
he  has  not  figured  it  for  the  calendar  year,  but  that,  taking  it  ac- 
cording to  the  rate  there  should  have  been  a  loss  on  mortality  that 
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year  instead  of  a  gain.  -  So  instead  of  there  being  a  surplus  of  $408,- 
905  net  that  year,  there  should  have  been  a  loss  that  year. 

THE  WITNESS :     The  profit  must  have  been  somewhere  else. 

Q.  Yes,  there  was  not  any  other  place  for  it,  was  there?  A.  I 
mean  on  the  loadings. 

MK.  HUGHES:  You  mean  the  loadings  are  not  according  to 
your  books  there? 

MR.  MOIK:     I  have  not  been  able  to  verify  that,  either. 

ME.  HUGHES:  I  think  it  would  be  well  for  the  company  to 
submit  a  gain  and  loss,  exhibit  comparable  to  this,'  which  would  be 
according  to  its  book.    Is  that  possible? 

MK.  MOrR:  It  is  not  possible  to  have  that  done. 

HE!NRY  MOm,  called  as  a  witness,  being  duly  sworn,  testified 
as  follows: 

BY  MR.  HUGHES: 

Q.  You  axe  actuary  of  the  Provident  Savings  Life  Insurance 
Society?    A.  I  am. 

Q.  How  long  have  you  been  actuary?  A.  Four  and  one-half 
years. 

Q.  Since  1900  ?    A.  Since  1901. 

Q.  What  time  of  1901?    A.  Erom  the  first  of  June. 

Q.  Did  you  make  up  the  gain  and  loss  exhibits  from  the  year 
1901  to  the  year  1904,  inclusive,  for  the  Massachusetts  and  Con- 
necticut Department?     A.  The  Massachusetts 

Q.  I  mean  the  Connecticut  and  Wisconsin  Departments  ?  A.  I 
did. 

Q.  Are  they  correct  according  to  your  books?    A.  Yes,  sir. 

Q.  Have  you  made  an  examination  to  ascertain  the  correctness 
of  those  exhibits  for  earlier  years?  A.  I  have  had  cause  to  ex- 
amine the  mortality  very  carefully  in  those  earlier  years. 

Q.  What  years?    A.  1897,  1898  and  1899. 

Q.  What  do  you  find  to  be  the  result?  A.  I  verified  actually 
from  the  books  the  mortality  of  one  year,  and  found  that  the 
statements  in  the  records  of  the  company  were  correct. 

Q.  What  year  was  that?  A.  The  year  1899,  I  think;  it  might 
be  1898.  I  checked  up  all  three,  more  or  less,  but  I  verified  one 
completely. 
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Q.  .Vnd  you  found A.  I  foiiud  tliat  the  records  of  the 

company  were  correct  in  the  office  of  the  company,  hut  these 
records  are  quite  at  variance  with  the  other  records. 

Q.  You  mean  the  records  in  the  office  were  correct  for  the 
year  you  checked  up?    A.  Yes. 

Q.  According  to  the  mortality  as  you  found  it  where?  A.  In 
the  records  of  the  company  going  down  to  the  individual  policies. 

Q.  You  checked  the  individual  policies  ?  A.  I  began  with  the 
individual  policies  and  checked  up  to  the  final  statement  of  the 
mortality  for  one  year. 

Q.  You  compared  that  with  what  entries  in  your  book?  A, 
With  the  record  that  is  given  in  the  books  of  the  mortality. 

Q.  And  you  found  that  to  be  correct?  A.  I  found  that  to  be 
correct. 

Q.  But  not  in  accordance  with  the  statements  made  to  .the 
Wisconsin  and  Connecticut  Departments?    A.  That  is  correct. 

Q.  How  wide  was  the  variance?  A.  The  variance  was  that  m 
that  year  the  mortality  was  over  one  hundred  per  cent.,  whereas 
it  was  shown  in  the  Department  of  Wisconsin  at  about  seventy- 
two,  I  think,  or  seventy-five  per  cent. 

Q.  What  is  the  explanation  of  that  discrepancy  ?  A.  I  cannot 
give  the  explanation  unless  there  was  difficulty  in  making  up  the 
gain  and  loss  exhibit  and  it  was 

Q.  Was  not  the  rate  of  mortality  and  the  record  of  your  com- 
pany for  that  year  accessible?    A.  i^ot  to  outsiders. 

Q.  ]SI"q,  not  to  outsiders  but  to  insiders,  the  man  that  made 
up  the  exhibit?  A.  My  impression  is  the  exhibit  was  made  up 
before  the  mortality  records  were  completed  for  the  year. 

Q.  What  was  it  made  up  from?  A.  The  gain  and  loss 
exhibit  is  called  for  about  the  middle  of  February,  I  think,  and 
the  mortality  records  probably  .-were  not  completed  at  the  time 
the  exhibit  was  made. 

Q.  There  are  two  years  here  with  extraordinary  gains  for  ilior- 
tality,  1898,  $399,662,  and  1899,  $329,755.  According  to  your 
information  both  of  those  are  inaccurate?  A.  Yes,  as  I  under- 
stand it, 

Q.  Do  you  mean  to  say  if  you  got  the  actual  figures  from  your 
records  in  lieu  of  these  that  are  given  in  your  gain  and  loss  ex- 
hibit that  entire  gain  would  be  wiped  out  and  a  loss  substituted? 
A.  Yes. 

Q.  Because  the  mortality  rate  was  one  hundred  per  cent,  of  the 
expected  in  each  of  those  years?    A.  Yes. 
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Q.  And  the  otlier  items  in  the  gain  and  loss  exhibit  show- 
ing gains  from  surplus  interest  and  from  suTrenders,  lapses  and 
annuities  and  the  loss  on  loadings  you  believe  to  be  correct?  A. 
No,  they  cannot  be  correct,  because  the  total  gain  is  correct. 

Q.  The  total  gain  is  correct?  A.  Yes.  That  cannot  be  wrong 
because  that  has  to  agree  with  the  assets  of  the  company. 

Q.  Where  do  you  understand  that  the  gain  which  has  to  be 
dropped  from  the  item  of  mortality  will  reappear?  A.  It  must 
come  in  the  loadings  or  profits  from  surrenders. 

Q.  The  loadings  have  not  exhibited  such  wide  fluctuation  ?  A. 
No,  I  cannot  understand  that. 

Q.  You  do  not  really  understand  it  ?    A.  No. 

Q.  Can  you  make  up  a  correct  gain  and  loss  exhibit  from  the 
records  ?  In  other  words  can  you  distribute  the  surplus  so  we  can 
see  how  it  is  made  up  ?  A.  I  think  not  within  anything  like  a 
reasonable  time.  The  trouble  is  a  great  many  of  these  policies 
have  gone  out  and  it  would  be  very  difficult  to  get  the  loadings 
with  anything  like  accuracy.  As  far  as  I  can  find  there  is  no  rec- 
ord in  the  company  showing  how  that  statement  was  made  up. 

Q.  What  advantage  was  it  to  have  that  gain  on  mortality  stated 
as  so  much?  A.  I  can  see  no  advantage;  it  was  rather  the  other 
way,  it  is  a  disadvantage. 

Q.  You  think  it  was  merely  a  stupid  blunder?  A.  I  have  no 
means  of  knowing.  I  never  personally  met  the  former  actuary 
who  made  up  that  statement. 

Q.  Perhaps  you  could  judge  it  better  by  looking  at  the  work 
than  as  a  matter  of  personal  acquaintance.  A.  There  is  no  record 
showing  how  they  are  made  up.  I  have  been  unable  to  find  such 
a  record. 

Q.  You  were  not  the  actuary  in  1900  ?    A.  ISTo. 

Q.  Your  predecessor,  the  same  one  -^vho  made  the  exhibit  for 
1898  or  1899  was  the  actuary  in  1900  ?    A.  No. 

Q.  Some  one  else  ?    A.  No,  he  did  not  make  up  that  statement. 

Q.  He  did  not  make  up  that  statement  ?    A.  No. 

Q.  And  the  1900  statement  is  correct  ?  A.  I  have  never  veri- 
fied it.    I  cannot  say. 

Q.  Well,  it  shows  a  very  large  gain  from  the  mortality?  A. 
More  nearly  correct  than  the  other. 

Q.  I  am  informed  it  was  made  up  by  consvilting  actuaries  at 
that  time.    Is  that  in  accordance  with  your  information  ?    A.  Yes. 

Q.  Who  did  make  it  up  ?  A,  I  understand  it  was  Mr.  S,  Her- 
bert Wolf, 
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Q.  For  1900  ?    A.  Tea. 

THE  CHAIKMAIiJ" ;  The  Committee  will  now  take  an  adjourn- 
ment until  10.30  to-morrow  morning.  All  witnesses  who  have 
been  subpoenaed  and  requested  to  be  here  this  afternoon  will  be 
present  promptly  at  that  hour. 

Adjourned  to  December  15,  1905,  at  10.30  A.  M. 


ALUEKMANIC  CHAMBEK. 

City  Hall,  New  Yoek  City. 

December  15,  1905. 

The  Committee  met  pursuant  to  adjournment,  Senator  Arm- 
strong in  the  chair. 

EDWAKD  H.  HAEKIMAN  resumed. 
BY  ME.  HUGHES: 

Q.  Mr.  Harriman,  when  did  you  first  learn  of  the  purchase  by 
Mr.  Eyan  of  Mr.  Hyde's  stock?  A.  On  my  way  from  the  Erie 
Ferry  to  my  office  on  the  morning  of  the  day  that  the  sale  was 
consummated. 

Q.  That  was  Friday  ?    A.  I  think  that  was  Friday. 

Q.  The  day  that  Mr.  Morton  became  chairman  of  the  Board? 
A.  Yes,  sir. 

Q.  When  did  you  first  have  any  communication  with  Mr.  Eyan 
about  the  matter?  A.  On  my  arrival  at  the  office  I  telephoned  to 
Mr.  Eyan  and  told  him  I  had  heard  the  rumor  and  asked  him  if  it 
was  so. 

Q.  What  did  he  say  ?  A.  That  it  was  conditionally  so,  and  that 
he  desired  very  much  to  talk  to  me  about  it  and  wanted  my  help 
and  co-operation  in  carrying  it  through. 

Q.  Did  he  say  what  he  wanted  to  carry  through  ?  A.  He  said 
he  wanted  to  see  and  talk  to  me  about  it. 

Q.  He  did  not  at  that  time  give  any  particulars  ?  A.  He  asked 
me  to  see  him. 

Q.  He  said  nothing  further  than  what  you  have  said  ?  A.  Over 
the  telephone,  no. 

Q.  And  did  you  say  anything  more  to  him  ?  A.  I  told  him  that 
I  would  be  very  glad  to  see  him. 

Q.  Did  you  at  that  time  speak  unfavorably  of  his  plan?  A.  My 
impression  is  that  I  criticised  it  and  wanted  to  know  what  it  meant. 

Q.  Upon,  what  ground  did  you  criticise  it  —  I  mean  so  far  as 
vour  statement  to  him  at  the  time  was  concerned  ?    A,  Well,  it  wag 
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rather  staggering  to  anybody  that  Ryan  wanted  to  control  the 
Equitable  or  shonld  have  control  of  it. 

Q.  Did  you  tell  him  that  ?     A.  Practically  that. 

Q.  In  substance  that?     A.  In  substance  that. 

Q.  Is  that  what  you  have  stated  all  that  was  said  over  the  tele- 
phone ?     A.  As  I  remember  it,  yes,  sir. 

Q.  When  did  you  next  have  any  communication?  A.  About 
ten  or  fifteen  minutes  after  that,  at  his  invitation,  I  went  to  his 
office. 

Q.  The  same  day  ?     A.  Fifteen  minutes  afterwards. 

Q.  And  who  did  you  meet  there  ?     A.  ]\lr.  Kyan. 

Q.  "What  took  place?  A.  He  then  went  into  a  statement  of 
why  he  had  engaged  to  buy  the  stock  and  stated  to  me  that  he 
had  made  up  his  mind  that  now  was  the  time  for  him  to  do^ some- 
thing to  make  a  name  for  himself. 

Q.  Did  he  say  what  he  had  done  in  the  direction  of  engaging 
himself?     A.  Somewhat,  yes,  sir. 

Q.  Can  you  recall  what  he  said  in  substance  ?     A.  Practically. 

Q.  What  was  it?  A.  That  he  had  engaged  to  purchase  Mr. 
Hyde's  stock  provided  he  could  get  control  of  the — I  could  not 
state — provided  he  could  get  his  nominee  elected  chairman  of  the 
board  and  that  the  consummation  of  the  purchase  was  predicated 
upon  that. 

Q.  That  involved  the  placing  in  the  hands  of-  his  nominee  the 
resignations  of  those  who  were  then  in  executive  offices?  A.  That 
is  what  he  stated. 

Q.   So  that  his  nominee  would  have  free  hand  in  reorganizing  ? 

Q.  What  did  he  say  about  his  desire  to  make  a  name  for  him- 
self ?  A.  That  he  had  plenty  of  money,  that  he  never,  had  done 
anything  conspicuous  and  that  now 'he  thought  there,  was  an  oppor- 
tunity for  him  to  do  Something.  That  is  in  substance.  I  rather 
questioned  the  motives. 

Q.  Did  you  tell  him  so  2     A.  Practically,  yes,  sir. 

Q.  What  did  you  say  to  him  in  substance  ?  A.  Let  me  go  back  a 
minute.  When  I  went  in  thtire  he  told  me  that  he  wanted  my  help, 
he  wanted  me  to  co-operato  with  him  in  solving  the  Equitable 
difficulty.  If  I  go  back  a  minute  more,  too,  he  did  say  over  the 
telephone  that  I  was  the  only  man  in  New  York  whom  he  desired 
to  co-operate  with  and  help  him  in  that  matter. 

Q.  Did  he  say  why  that  was  so  ?     A.  No,  sir. 
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Q.  Did  he  tell  you  what  sort  of  help  or  co-operation  he  desired  1 
A.  Not  specially,  except  that  in  the  first  instance  he  wanted  my 
aid  in  getting  his  nominee  elected  that  day  chairman  of  the  board. 

Q.  "Were  you  at  that  time  a  director  of  the  society  ?     A.  No,  sir. 

Q.  How  could  you  aid  him  in  that  respect  ?  A.  By  influencing 
the  help  of  some  of  those  who  Avere  directors. 

Q.  Through  your  relations  with  them  ?     A.  Yes,  sir. 

Q.  Wow  coming  down,  if  you  are  through  with  what  you  desire 
to  go  back  to,  to  the  time  of  your  interview  at  his  office  on  the  same 
day  did  anything  further  take  place  than  you  have  stated —  What 
did  you  say  to  him  with  reference  to  his  motives?  A.  That  if  I 
was  satisfied  that  he  was  acting  from  ptire  motives,  from  an  abso- 
lutely unselfish  motive  and  as  he  had  said  in  the  interest  of  the 
Equitable  and  the  general  situation,  that  I  would  heartily  co-oper- 
ate with  and  help  him.  He  told  me  how  he  wanted  me  to  help  him 
that  day  in  getting  his  nominee  elected.  Before  I  left  the  room  I 
told  him  that  I  was  not  satisfied,  but  that  I  would  think  it  over. 

Q.  Did  you  tell  him  at  that  time  that  you  wanted  to  share  in  the 
purchase?     A.  No,  sir. 

Q.  Did  you  tell  him  that  you  desired  g.ny  part  of  the  stock?  A. 
No,  sir. 

Q.  Did  you  have  any  conversation  at  that  time  with  reference 
to  your  ha-s'ing  any  part  of  the  stock  ?     A.  No,  sir. 

Q.  Did  you  have  any  conversation  with  him  at  that  time  with 
regard  to  the  stock  being  put  in  the  hands  of  trustees  ?     A.  No,  sir. 

Q.  What  was  your  next  interview?  A.  On  I  think  Monday 
following. 

Q.  Before  we  go  to  that,  did  you  assist  him  in  having  his  nomi- 
nee elected?     A.  Yes,  sir. 

Q.  Did  you  see  members  of  the  board  in  relation  to  that  ?  A. 
I  communicated  with  one  of  them. 

Q.  To  the  end  that  M.v.  Kyan's  wishes  should  be  carried  out? 
A.  Yes. 

Q.  Why  did  you  do  that  if  you  were  not  satisfied  of  the  purity 
of  his  motives  ?  A.  I  had  told  him  I  would  think  it  over,  and  on 
my  way  to  the  office  I  concluded  that  the  man  that  he  had  named 
would  be  a  proper  man  and  that  it  was  proper  for  me  to  notify  the 
parties  who  were  opposed  that  if  I  were  in  their  place  I  would  vote 
for  him ;  and  that  is  what  I  did. 

Q.  You  understood  that  the  election  of  Mr.  Morton  would  fulfill 
the  condition  prescribed  by  Mr.  Eyan  and  that  Mr.  Eyan  would 
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then  take  the  Hyde  stock  ?  A,.  Well,  somewhat  that,  too,  yes,  hut 
I  also  thought  that  if  Mr.  Morton  were  chairman  of  the  board  and 
would  start  to  unravel  the  affairs  of  the  Equitable  and  if  Mr.  Rj'aii 
was  sincere  in  his  motives  that  a  proper  solution  could  finally  be 
arrived  at. 

Q.  Then  you  did  think  at  that  time  that  Mr.  Eyan  was  sincere 
in  his  motives ?    A.  I  did  not;  I  told  him  I  was  not  satisfied. 

Q.  But  after  reflection  you  had  changed  your  mind? '  A.  I 
had  a  very  sincere  doubt  in  by  mind. 

Q.  With  that  doubt  how  could  you  contribute  your  influence 
to  the  election  of  Mr.  Morton,  who  was  nominated  by  Mr.  Ej'an, 
and  the  election  of  whom  would  lead  to  Mr.  Eyan's  completion 
of  his  purchase?  A.  It  was  one  of  those  steps  that  men  often 
take  thinking  Mr.  Eyan  was  sincere  and  he  wanted  me  to  help  him, 
I  could  influence  him  to  do  what  was  right. 

Q.  Did  you  believe  at  the  time  that  Mr.  Eyan  would  share  the 
piirchase  with  you?     A.  No,  sir; 

Q.  Did  that  operate  with  you  at  all  as  a  motive  in  contributing 
to  the  election  of  Mr.  Morton?     A.  No,  sir. 

Q.  The  next  interview  you  say  was  held  on  Monday  at  Mr. 
Eyan's  office?    A.  Yes;  and  there  were  things  that  preceded  that. 

BY  THE  CHAIEMAN: 

Q.  May  I  inquire  when  Mr.  Harriman  resigned  from  the  Board 
of  Trustees  of  the  Equitable — was  it  before  or  after  this?  A.  I 
resigned  at  the  time  that  the  Frick  report  was  put  in. 

Q.  That  I  know.    A.  And  never  attended  a  meeting  after  that. 

Q.  So  that  at  the  time  you  mentioned  when  you  assisted  in  Mr. 
Morton's  election  you  were  not  a  member?  A.  My  resignation 
was  before  the  Board  of  Trustees. 

BY  ME.  HUGHES: 

Q.  You  had  resigned,  as  I  understand  it,  with  the  understand- 
ing that  it  should  taike  effect  at  once?     A.  Absolutely. 

Q.  And  that  was  at  the  meeting  on  June  2  ?  A.  Whatever  day 
it  was  the  Frick  report  came  in. 

BY  THE  CHAIEMAW: 

Q.  When  the  Frick  report  was  put  in?  A.  When  the  Frick 
report  was  put  in. 
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Q.  Did  the  resignation  take  effect  at  once?  A.  I  never  attended 
any  other  meeting;  1  presume  it  did;  I  don't  know  when  they 
acted  upon  it. 

BY  ME.  HUGHES: 

Q.  The  minute  of  the  society  is  as  follows:  "Mr.  Harriman 
tendered  his  resignation  as  a  director  of  the  society."  A  further 
minute  is  as  follows :  "  Mr.  Harriman  again  tendered  his  resigna- 
tion as  director  to  take  effect  at  once,  and  withdrew  from  the 
meeting."  Those  are  from  the  minutes  of  June  2.  Who  were 
present  at  the  interview  on  Monday  at  Mr.  Ryan's  office?  A.  I 
think  you  want  to  get  this  thing  in  order. 

Q.  Chronological  order?    A.  Chronological  order. 

Q.  Is  there  a  step  lacking?    A.  Several  steps. 

Q  Won't  you  go  right  along?  A.  I  will  answer  your  questions 
or  make  a  statement. 

Q.  Either  way  that  you  will  jjrefer?  A.  I  will  lead  then  up  to 
the  morning  or  afternoon  of  Monday.  I  telephoned  Mr.  Kyan 
what  I  had  done  in  regard  to  influencing  the  election  ef  Mr. 
Morton.  He  thanked  me  and  told  me  he  would  like  to  com- 
municate with  me  after  the  meeting  of  the  board  and  would  I  he 
in  my  office.  So  I  waited  there — and  it  had  been  my  habit  to  go 
out  in  the  country  where  I  live  in  the  summer  time.  After  the 
meeting  of  the  Board  of  Trustees  and  the  election  of  Mr.  Mor- 
ton, Mr.  Ryan  called  me  up  and  told  me  then  that  he  appreciated 
my  helping  him  in  getting  Mr.  Morton  in  there;  that  he  wanted 
me  to  continue  and  that  he  would  do  nothing  further  without 
conferring  with  me  and  getting  my  consent  —  that  is  a  very 
strong  statement  —  and  wanted  to  know  where  he  could  reach  me 
that  evening.  I  told  him  that  I  would  not  go  out  of  town,  as  I 
Avas  accustomed,  but  would  go  to  the  Metropolitan  Club  and  wait 
until  I  heard  from  him.  I  went  there,  waited  until  about  eleven 
o'clock  at  night,  when  Mr.  Cravath  came  up  to  see  me  and  then 
told  me  that  Mr.  Ryan  had  sent  him;  that  he  was  sorry  that  he 
had  to  act  without  letting  me  know;  told  me  what  he  had  done, 
and  he  wanted  to  inform  me  first.  I  resented  such  treatment,  and 
told  Mr.  Cravath  that  I  was  not  in  the  habit  of  being  trifled  with 
in  that  way,  being  deprived  of  going  to  my  home  and  staying  in 
town  in  such  a  way,  and  that  I  considered  that  an  act  of  bad  faith 
and  an  evidence  of  Mr.  Ryan's  intentions,  and  said  nothing  more. 
I  believe  I  turned  my  back  on  Cravath  and  walked  away.     The 
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next  morning  I  had  a  telephone  commimieation  with  IVI^r.  Ryan — 
either  I  asked  for  an  explanation  or  he  called  me  up  and  told  me 
he  conld  explain  it,  and  told  me  he  wanted  me  to  meet  Mr.  Root 
'in  his  office.  I,  of  course,  told  him  I  would  be  glad  to  do  so,  but 
I  was  going  out  in  the  country  that  day  and  would  be  back  on 
Mondaj,  and  he  asked  me  if  I  would  come  to  his  office  on  Monday 
afternoon.    I  told  him  I  would.    That  leads  up  to  the  Monday. 

Q.  What  did  Mr.  Cravath  tell  you  had  been  done  which  he  re- 
gretted the  necessity  of  doing  before  you  were  conferred  with? 
A.  He  told  me  what  they  had  determined  to  do  in  the  event  of 
the  appointment  of  these  trustees;  that  Mr.  Eoot  had  insisted 
upon  its  being  done  at  once,  and  announced  in  the  ISTew  York 
papers,  the  morning  papers,  and  that  there  was  no  time  to  confer 
with  me.  Now  one  minute.  To  which  I  dissented  and  told  him 
that  Mr.  Ryan  had  a  telephone  on  his  desk  and  there  was  a  tele- 
phone in  the  Metropolitan  Club,  and  there  would  not  have  been 
five  minutes  lost  by  its  announcement  to  me. 

Q.  When  was  that  published  in  the  papers,  as  to  the  selection 
of  the  trustees?     A.  I  think  it  was  the  next  morning.' 

BY  MR.  ROGERS : 

Q.  That  was  Saturday  morning,  the  10th?  A.  The  9th,  I 
think  it  was. 

MR.  ROGERS:    The  10th. 

MR.  HUGHES :     Saturday  was  the  10th. 

THE  WITNESS:    Yes. 

Q.  The  interview  with  Mr.  Cravath  was  then  on  Friday  night? 
A.  Friday  night. 

Q.  Prior  to  that  interview  you  had  no  intimation  from  Mr. 
Ryan  that  letters  to  trustees,  inviting  them  to  join,  had  been  sent  ? 
A.  'No,  sir.  In  fact,  I  want  to  say  here  that  my  mind  has  not 
been  on  life  insurance ;  as  yon  may  imagine,  I  have  only  been  hav- 
ing my  mind  on  what  I  was  trying  to  do,  and  I  have  been  occupied 
with  many  other  things.  And  I  want  you  and  this  committee, 
and  everybody  else,  to  understand  that  I  have  something  else  to 
do  besides  devoting  my  time  to  life  insurance.  My  recollection  is 
I  told  Mr.  Ryan  so  far  as  the  Equitable  was  concerned  and  my 
personal  interest  that  I  did  not  care  anything  about  it;  that  my 
affairs  were  much  more  important  than  *he  Equitable  in  macrni- 
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tnde  and  to  me  of  much  more,  of  greater  importance;  that  all  I — 
the  hiterest  I  had  in  it  was  to  see  that  this  question  was  finally 
boh-ed  and  the  Equitable  properly  protected  and  properly  safe- 
guarded. Those  may  not  have  been  my  words,  but  those  were  in 
my  mind.  And  when  a  man  has  some  sixteen  thousand  miles  of 
railroad  and  thirty-five  or  forty  steamships — and  with  the  daily 
questions-  coming  up  that  do  daily  in  those  matters — he  has  not 
much  time  to  think  about  life  insurance,  and  I  should  not  think 
Mr.  Ryan  would,  either. 

Q.  Then  up  to  eleven  o'clock  on  JFriday  night  there  had  been 
nothing  said  by  you  to  Mr.  Eyan  as  to  any  participation  in  his 
purchase  ?  A.  No,  sir.  Mr.  Eyan  was  very  mysterious  at  my 
first  interview  with  him  on  Friday  as  to  the  price.  I  asked  him 
what  he  paid  for  it,  and  he  told  me  he  was  under  promise  not 
vo  say  anything  more  than  he  had  told  me;  and  I  did  not  know 
when  I  went  to  see  him  on  Monday  what  he  had  paid  for  it,  ex- 
cept the  intimation  was  that  it  involved  several  millions  of  dol- 
lars. 

Q.  On  Friday  had  you  any  interview  with  him  as  to  whether  it 
was  an  absolute  sale  ?  A.  I  think  I  said — he  told  me  it  was  con- 
ditioned on  his  getting  his  nominee  in  control  of  the  society. 

Q.  I  mean  apart  from  that,  that  the  transaction  between  him 
and  Mr.  Hyde,  and  Mr.  Hyde's  trustees  weld  amount  to  an  ab- 
sohite  transfer  of  the  owii<?r3hip  to  Mr.  Eyan.  You  understand 
that  that  was  the  situation,  and  that  there  was  no  arrangement 
by  which  it  should  be  carried  for  Mr.  Eyan  in  whole  or  in'part? 
A.  Xo,  but  that  was  suspected  by  everybody. 

(J.  Including  yourself?  A.  Well,  I  think  likely  that  was  in 
my  mind,  as  well  as  in  everybody  else's. 

Q.  Did  you  say  anything  to  him  on  that  subject?     A.  No. 

Q.  When  was  the  next  interview?  A.  That  was  on  Monday 
afternoon. 

Q.  Yes,  and  who  was  present  ?  A.  Mr.  Cravath  and  Mr.  Root. 
I  think  Mr.  Root  was  not  there  all  the  time,  but  he  was  there 
part  of  the  time. 

Q.  That  was  at  Mr.  Eyan's  office  ?     A.  At  his  request. 

Q.  What  took  place  at  that  interview?  A.  I  started  right  in 
on  my  own  account  without  hearing  what  they  had  to  say.  Of 
course,  I  was  incensed  at  the  treatment  I  had  received,  which  led 
me  to  further  doubt  the  sincerity  of  Mr.  Eyan's  purpose,  and  I 
opened,  I  think,  with  a  remark  something  like  this:    "  You  want 
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my  co-operation?"  He  said,  "Yes."  I  said,  "Well,  I  will 
tell  you  what  I  will  do.  I  will  take  half  your  stock.  I  don't 
know  what  it  cost  and  do  not  care — ^provided  you  will  agree  to 
the  appointment  of  two  additional  trustees  who  wiU  be  absolutely 
independent."  There  was  no  discussion  after  that  at  all,  except 
he  said,  "  I  won't  do  it,  that  is  not  what  you  agreed  to."  I  said, 
"  What  do  you  mean  I  agreed  to  ?"  He  said,  "  You  agreed  that 
if  you  were  satisiied  that  I  was  acting  from  an  unselfish  motive  in 
the  interest  of  the  general  situation  and  the  society,  that  you 
would  help  me,  and  co-operate  with  me."  I  said,  "  Yes,  I  did, 
and  this  is  my  way  of  satisfying  myself."  Now,  that  statement 
is  clear  in  my  mind.  MTiat  these  gentlemen  have  said  I  did 
say  as  to  that,  I  am  bound  to  concede,  but  I  do  not  remember. 
What  I  was  going  to  do  myself,  I  had  clear  in  my  mind,  and  I 
had  done  it  as  I  am  in  the  habit  of  doing  it.  And  after  that,  I 
think — I  know  there  was  some  discussion  and  I  may  have  said 
what  they  say,  as  to  using  my  influence  in  every  way.  I  don't 
know  whether  I  said  politically  or  not.  I  may  have  done  so. 
But  I  did  feel  that  unless  Mr.  E.yan  was  acting  from  a  pure 
motive  and  not  for  his  own  selfish  purposes,  that  the  thing  ought 
to  be  stopped,  and  every  effort  ought  to  be  made  by  every  respect- 
able citizen  to  stop  it,  and  that  is  what  I  intended  to  do.  While 
Mr.  Ryan  said  he  would  not  do  it,  after  the  discussion  "V/e  had 
subsequ.ent  to  his  statement,  he  said  he  would  take  it  under  con- 
sideration and  let  me  know  the  next  day. 

Q.  Did  he  tell  you  that  he  deeired  to  ha-ve  the  voting  power 
of  the  stock  held  independently  by  the  trustees  who  had  been 
named  ?  A.  I  do  not  think  we  went  into  that  discussion,  Mr. 
Hughes.  I  knew  nothing  more  about  it  than  that  he  had  agreed 
to  appoint  these  trustees,  and  what  was  in  the  papers. 

Q.  Did  he  not  outline  to  you  his  plan  for  stripping  himself 
of  any  control  over  the  stock?  A.  I  do  not  remember  that  ho 
did  at  that  time. 

Q.  You  were  acquainted  with  the  plan  as  announced  in  the 
papers  ?    A.  Yes,  sir. 

Q.  And  you  knew  the  trustees  that  had  been  requested  by 
liim  to  act,  you  had  seen  their  names  ?  A.  I  had  seen  their  names. 
I  thought  you  meant  if  I  knew  them  personally. 

Q.  ISTo,  I  mean  you  knew  who  the  nominees  were  ?    A.  Yes. 

Q.  Under  those  circumstances  why  did  you  want  or  suggest 
a  participation  in  his  purchase  ?  A.  In  order  that  there  might  be 
t^v('  additional  trustees  who  would  be  independent  of  him. 
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Q.  Those  two  trustees  would  have  been  in  a  minoritj  ?  A. 
"Well,  a  good  healthy  minority  is  a  good  thing  to  have. 

Q.  Did  you  object  to  the  trustees  that  Mr.  Kyan  had  selected  1 
A.  I  did  not. 

Q.  Did  you  have  any  reason  to  question  their  independence 
or  sincerity?  A.  I  think  that  any  number  of  trustees  who  are 
appointed  in  the  way  that  Mr.  Ryan  appointed  them  must  be 
more  or  less  under  the  influence  of  the  man  who  appoints  them. 

Q.  Would  not  the  same — —  A.  Particularly  as  he  had  al- 
ready obtained  practical  control  of  the  society  by  having  his  own 
nominee,  a  man  out  of  his  own  organization,  put  in  control  of  its 
affairs  as  president. 

Q.  The  same  remark  would  apply  in  the  case  of  the  selec- 
tion of  two  trustees  by  yourself?  A.  I  did  not  say  I  wanted 
two  trustees  appointed  by  myself.  I  said  if  he  would  consent 
to  the  election  of  two  trustees  who  would  be  absolutely  inde- 
pendent. 

Q.  Who  was  to  name  these  two?  A.  We  had  not  got  that 
far.  If  he  would  have  agreed  to  that,  then  we  would  have  gone 
into  the  question  how  they  were  to  be  selected. 

Q.  It  was  that  you  were  to  co-operate  on  those  two?  A.  It 
was  that  we  were  to  agree  on  the  method  these  two  were  to 
be  selected. 

Q.  Did  you  have  the  idea  that  the  acquisition  of  half  the 
stock  would  be  beneficial  to  you?  A.  'No,  sir,  in  fact  I  told 
him  that  if  in  the  process  of  arriving  at  a  selection,  that  if  it  was 
deemed  advisable  that  the  stock  should  be  presented  to  the  so- 
ciety without  remuneration  that  I  would  agree  so  far  as  my 
part  was  concerned  that  it  should  be  so  done,  and  I  make  no 
claim  to  philanthropy  in  any  way  whatsoever;  I  had  just  as 
much  interest  in  the  general  situation  as  Mr.  Eyan  or  any- 
body else,  and  I  could  not  see  why,  if  Mr.  Ryan's  motives  were 
pure,  why  he  should  not  have  been  willing  to  have  included  one 
hundred  or  one  thousand  people  in  it.  There  is  no  sacrifice  to 
a  man— he  makes  no  sacrifice  to  put  up  two  or  three  millions  of 
dollars  with  the  prospect  of  getting  it  back  again  after  he  has 
got  control  of  the  society. 

Q.  And  that  was  your  idea  at  the  time  ?  A.  I  thought  there 
was  a  probability  of  that,  yes. 

Q.  Did  you  think  the  situation  would  be  bettered  by  your 
participation  in  the  purchase?    A.  I  did,  certainly. 
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Q.  Operating  as  a  dieck  upon  him?    A.  Yes,  sir. 

Q.  You  were  not  at  that  time  interested  in  the  Equitable  in 
any  way?  A.  I  had  been  instrumental  in  trying  to  straighten 
out  the  tangled  affairs  of  the  Equitable,  and  in  protecting  it 
against  the  attempt  on  the  part  of  one  faction  to  obtain  con- 
trol of  it  over  another,  and  had  been  instrumental  in  bringing 
about  the  Erick  report;  and  I  felt,  as  I  think  other  trustees  who 
had  resig-ned  from  the  Equitable  felt,  that  they  were  somewhat 
responsible,  and  were  willing  to  go  a  long  way  tow,ard  getting 
it  finally  and  properly  disposed  of.  Other  than  that  I  had  no 
interest  except  that  of  one  who  had  been  inveigled  into  getting 
himself  into  a  false  position. 

Q.  Then  it  was  because  of  your  previous  connection  with 
the  Equitable  that  you  desired  as  far  as  possible  to  see  its  af- 
fairs righted?  A.  Yes,  sir;  and  my  familiarity  with  its  condi- 
tions. 

Q.  Did  you  share  in  any  apprehension  that  if  the  stock  was 
taken  out  of  Mr.  Hyde's  hands  there  might  be  a  panic?  A.  'Bo, 
sir,  there  was  no  possibility  of  a  panic;  there  was  nobody,  I  do 
not  think,  except  Mr.  Ryan,  who  had  that  in  view,  and  I  doubt 
whether  he  had. 

Q.  Did  you  suggest  to  Mr.  Eyan  any  way  by  which  he  could 
further  strip  himself  of  control  over  the  stock  beyond  what  he 
had  done,  or  beyond  his  sharing  the  purchase  with  you?  A.  No, 
sir,  it  had  not  gotten  that  far. 

Q.  When  the  matter  of  trusteeship  first  came  up  did  you 
oppose  it,  did  you  oppose  trusteeing  the  stock  ?  A.  Mr.  Cravath 
was  the  first  one  that  informed  me  about  that.  I  do  not  think 
I  even  criticised  it. 

Q.  Did  you  tell  Mr.  Eyan  that  if  he  did  not  give  you  a  share  of 
the  purchase  that  you  would  oppose  the  carrying  out  of  his  plans  ? 
A.  "No,  sir.  ISTow  let  me  explain.  _  There  is  a  wrong  interpretation 
put  upon  whatever  conversation  took  place  after  what  I  have 
already  stated.  Whatever  I  said  to  Mr.  Eyan  in  regard  to  my 
opposing  was  not  in  relation  to  my  having  an  interest  in  the 
stock,  but  it  was  in  relation  to  my  being  satisfied  that  he  was 
doing  what  he  was — taking  this  s:ction,  from  a  pure  motive  and 
not  from  a  selfish  one,  and  it  was  so  understood. 

Q.  But  that  would  have  been  met  if  he  divided  the  purchase 
with  you  ?    A.  That  would  have  been  one  step  toward  it,  yes,  sir. 

Q.  Did  you  tell  him  that  you  had  given  so  much  time  to 
Equitable  matters  that  you  could  not  permit  anybody  to  come 
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into  the  situation  and  control  the  stock  without  your  consent? 
A.  I  doubt  whether  I  ever  said  that. 

Q.  Did  you  tell  him  that  you  did  not  propose  to  have  anybody 
else  own  that  stock  without  your  participation?  A.  I  have  no 
recollection  of  saying  anything  of  that  kind. 

Q.  Will  you  say  that  you  did  not  say  that  ?    A.  Well,  now 

Q.  I  mean  according  to  your  best  recollection  ?  A.  To  my  best 
recollection  I  said  nothing  of  the  kind. 

Q.  But  you  are  not  in  a  position  where  you  would  care  to  make 
a  positive  denial?  A.  Well,  I  had  no  intention  of  saying  any- 
thing of  that  kind,  so  whatever  I  may  have  said  they  can  put  an 
improper  interpretation  upon. 

Q.  When  you  referred  to  the  taking  of  half  of  the  stock  just 
what  language  so  far  as  you  can  recollect  it,  did  you  use?  A. 
Well,  have  not  I  already  stated  that  ? 

Q.  Well,  did  you  say  that  if  he  would  give  you  half  of  the  stock 
he  would  have  your  co-operation,  or  did  you  tell  him  you  wanted 
one-haK  of  the  stock  ?  A.  Now,  I  will  repeat  what  I  said  before. 
It  is  very  clear  on  my  mind.  I  told  him  that — I  started  in  by 
saying :  "  You  want  my  co-operation  ?"  It  may  have  been  a 
wrong  interpretation  put  upon  that.  It  was  a  question  to  him. 
And  he  said,  "  Yes."  That  has  apparently  been  interpreted  as 
meaning  that  I  stated  that  he  must  have  my  co-operation  to  suc- 
ceed. He  has  already  requested  me  to  co-operate  with  him.  Then 
I  said,  "  I  will  tell  you  what  I  will  do.  I  will  take  half  of  your 
purchase,  I  don't  know  what  it  cost,  I  do  not  care,  provided  you 
will  agree  to  the  appointment  of  two  additional  trustees  who  shall 
be  absolutely  independent.  And  in  addition  that  if  in  the  process 
of  arriving  at  a  solution  it  is  deemed  advisable  to  present  that 
stock  to  the  Equitable,  so  far  as  my  interest  is  concerned,  I  will 
agree  to  it." 

Q.  You  said  that  specifically  at  that  interview?  A.  Yes,  sir. 
Q.  The  point  then,  as  I  understand,  is  that  you  do  not  wish 
to  have  what  you  said  construed  as  a  demand  for  the  stock? 
A.  It  was  absolutely  no  demand  for  the  stock,  it  was  a  demand 
that  he  should  satisfy  me  that  his  first  assertion  was  correct, 
that  he  was  acting  from  an  unselfish  motive. 

Q.  And  that  he  could  do  by  giving  you  half  of  the  stock  ? 
A.  By  showing  a  disposition  to  have  some  other  control  than 
his  own. 

Q.  Did  you  suggest  any  one  control  or  participation  in  con- 
trol other  than  his  and  yours?     A.  No,  sir. 
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Q.  Did  you  tell  him  that  he  would  not  be  able  to  carry  out 
his  plan  against  your  opposition?  A.  I  do  not  think  I  did.  I 
undoubtedly  went  into  some  discussion  with  him  as  to  what 
attitude  I  would  take  if  I  was  not  satisfied  that  his  motives  were 
pure  and  that  I  would  oppose  him  in  every  way. 

Q.  Well,  you  became  satisfied  of  that  as  soon  as  he  denied 
your  request  or  suggestion?  A.  That  seemed  to  me,  following 
the  fact  that  he  had  not  kept  faith  with  his  statement  that 
he  wanted  my  co-operation  and  would  act  only  in  conferring 
with  me,  it  seemed  to  me  that  in  denying  the  participation  to 
myself  or  anybody  else  that  he  was — that  his  motive  was  to 
center  the  control  of  the  Equitable  in  himself  or  influencing  the 
control  in  himself. 

Q.  You  became  satisfied  of  that  at  that  interview  after  ho 
had  said  he  did  not  want  anyone  interested  with  him?  A.  That 
was  practically  what  was  on  my  mind. 

Q.  And  then  you  told  him  your  influence  would  be  thrown 
against  him?     A.  Unless  I  was  satisfied 

Q.  Well,  I  mean  you  were  convinced?  A.  I  do  not  want 
this  twisted  around,  Mr.  Hughes 

Q.  ISTot  at  all,  but  I  want  to  know  whether  you  became  satis- 
fied at  that  interview?  A.  I  became  practically  satisfied  that 
his  intentions  were  not  what  he  stated  they  were. 

Q.  Was  it  after  that  that  you  told  him  your  influence  would 
be  thrown  against  him?     A.  Yes. 

Q.  Now,  just  what  did  you  say  about  that?  A.  That  I  can- 
not recollect  just  what  was  said.  I  know  what  was  on  my 
mind  and  that  I  would  use  every  effort  I  could. 

Q.  Was  it  a  strenuous  interview?  A.  Not  so  very,  not  so 
very.  It  did  not  make  that  impression  on  my  mind,  and  if  it 
had  been  so  strenuous  and  there  was  a  great  deal  of  feeling, 
Mr.  Eyan  would  not  have  told  me  he  would  take  it  under  con- 
sideration and  let  me  know  the  next  day. 

Q.  That  was  about  the  last  of  it?  A.  Yes,  that  is  about  all 
there  was  to  it.  And  then  I  left.  The  whole  thing  did  not 
last  fifteen  minutes. 

Q.  When  you  said  something  to  the  effect  that  your  influence 
would  be  against  him,  what  did  you  have  in  mind,  what  did  you 
intend  to  do?  A.  Well,  I  have  been  against  some  people, 
and  I  don't  know  what  —  I  will  use  any  effort  I  can  to  defeat 
an  unworthy  object. 
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Q.  Did  you  refer  in  that  interview  to  legislative  action?  A. 
No,  sir. 

Q.  Was  anything  said  about  the  legislature?  A.  Not  to  my 
recollection. 

Q.  Are  you  in  a  position  to  deny  positively  that  or  are  you 
merely  giving  what  you  recollect?  A.  I  have  no  recollection 
of  saying  any  such  thing. 

Q.  Was  there  any  discussion  about  the  Equitable's  affairs 
being  in  such  a  condition  that  there  might  be  some  legislative 
action?     A.  Not   to   my  recollection. 

Q.  Was  there  anything  said  by  you  as  to  your  doing  any- 
thing to  induce  legislative  action?     A.  Not  to  my  recollection. 

Q.  Or  any  official  action?    A.  Not  to  my  recollection. 

Q.  As  to  all  those  matters  where  you  say  not  to  your  recol- 
lection, are  we  to  understand  that  you  do  not  deny  positively 
that  some  things  of  that  sort  were  said?  A.  I  cannot  deny 
positively,  because  it  was  in  a  conversation,  and  I  do  not  know 
that  it  would  have  been  very  improper  if  I  had.  Everybody 
knew  that  there  had  to  be  some  legislative  action  in  connection 
with  the  Equitable,  and  whether  it  was  referred  to  at  that  in- 
terview or  not  I  do  not  know.     I  doubt  whether  it  was  at  any 

interview,  but  it  may  have  been,  and  if  it  had,  I  would  not . 

If  it  had  been  referred  to  at  that  time  I  would  have  no  reason  to 
state  that  I  did  not  recollect  it,  or  that  I  did  not  state  it.  If  I 
had  the  slightest  notion  that  I  had,  I  would  be  perfectly  willing 
to  acknowledge  it. 

Q.  Have  you  stated  now  all  that  was  said  at  that  interview  as 
far  as  you  recollect  it?  A.  As  far  as  I  recollect  down  to  the  time 
he  said  he  would  let  me  know  the  next  day. 

Q.  And  the  next  day  did  he  let  you  know  about  it?  A.  In  the 
afternoon  I  called  him  up  and  told  him  I  was  going  to  my  train 
and  that  I  could  not  wait  any  longer  to  hear  from  him;  had  he 
anything  to  say.  He  said  he  had  one  more  man  to  see  and  that 
he  would  let  me  know  later.  So  I  told  him  I  would  wait  over 
another  train;  and  in  about  an  hour  or  less  he  called  me  up  and 
told  me  he  had  seen  the  other  man,  as  he  expressed  it,  and  that 
they  had  decided  that  they  would  not  do  anything  different  from 
what  they  had  proposed. 

Q.  After  you  became  convinced  that  Mr.  Ryan  would  not 
meet  your  suggestion,  what  did  you  do  in  regard  to  the  matter? 
A..  Nothing. 
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Q.  Did  you  take  any  steps  to  thwart  his  plans?     A.  JSTot  yet. 

Q.  You  mean  not  down  to  the  present  time?  A.  E'ot  down  to 
the  present  time. 

Q.  Did  you  have  any  consulta.tion  with  members  of  the  Legis- 
lature?   A.  jSTo,  sir. 

Q.  In  regard  to  insurance  matters?    A.  "No,  sir. 

Q.   With  any  member  of.  the  Legislature?    A.  No,  sir. 

Q.  Or  with  any  public  officer?    A.  ISTo,  sir. 

Q.  Did  you  have  any  interview  with  any  one  in  politics  re- 
lating to  the  matter?  A.  ISTot  that  I  recollect — I  may  have,  I 
have  talked  Avith  many  people  about  it,  and  whether  they  were 
in  politics  or  out  of  politics  I  do  not  know,  but  it  had  no  relation 
to  politics. 

Q.  Did  you  talk  with  Mr.  Odell  about  the  advisability  of  legis- 
lative investigation?    A.  No,  sir. 

Q.  At  any  time?    A.  No,  sir. 

Q.  Did  you  talk  with  him  in  regard  to  the  advisability  of 
legislative  action  of  any  kind?    A.  No,  sir. 

Q.   Or  of  action  by  the  Governor?     A.  No,  sir. 

Q.  Or  of  any  political  action  which  would  in  any  way  affect 
Mr.  Eyan  or  the  Equitable  situation?    A.  No,  sir. 

Q.  At  any  time?    A.  No,  sir. 

Q.  So  that  so  far  as  this  investigation  is  concerned,  you  did 
and  said  nothing  directly  or  indirectly  to  bring  it  about?  A. 
This  one  right  here? 

Q.  Yes.    A.  I  did  not  know  anything  about  it,  sir. 

Q.  Did  you  in  your  telephone  conversation  with  Mr.  Ryan, 
when  he  announced  that  he  would  not  change  his  decision  in  the 
matter,  then  tell  him  that  you  would  throw  your  influence  against 
him?    A.  Repeat  that  question. 

Q.  I  understand  there  was  a  final  telephone  interview  in 
which  he  said  he  would  not  change  his  plans  and  meet  your 
suggestion.  At  that  time  did  you  say  anything  as  to  what  action 
you  would  take?    A.  No,  sir. 

Q.  You  have  said  all  that  took  place  at  that  time?    A.  Yes,  sir. 

Q.  If  you  mentioned  political  infliience  in  your  conversation 
at  Mr.  Ryan^s  office,  what  did  you  refer  to?  You  say  it  is  pos- 
sible it  was  mentioned.     Were  you  in  politics?    A.  No,  sir. 

Q.  Did  you  have  any  political  influence?     A.  I  think  I  have. 

Q.  Did   you   directly   or  indirectly   convey   to   him  the  idea 
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tliat  it  would  be  exercised  against  him?  A.  I  do  not  know  that 
I  did.  If  I  had  been  in  his  place,  whether  I  did  or  not,  I  would 
have  taken  It  for  granted  that  I  would  use  every  effort  that  I 
had  in  my  power,  whether  it  was  political  or  otherwise.  If  I  had 
said  it,  I  would  not  deny  it,  and  I  would  not  be  ashamed  of  it  if  I 
had  said  it. 

Q.  You  said  a  little  while  ago  something  about  the  impro- 
priety of  a  suggestion.  Did  you  mean  to  refer  to  that?  You  said 
"  It  would  have  been  improper  if  I  had  said  something."  A.  I 
do  not  remember  what  your  question  was  in  reference  to. 

Q.  Well,  if  you  do  not  recall  it  we  need  not  go  back  to  it.  A. 
I  am  perfectly  willing  to  go  back  and  take  it  up  if  you  have  any- 
thing on  yoiir  mind.  • 

Q.  I  have  not  on  my  mind  other  than  the  subject  matter  at  that 
time.  And  you  left  Mr.  Ryan  with  the  deliberate  intention  of 
I'.fing  whatever  influence  you  had  against  him,  but  up  to  date 
>ou  have  not  exercised  it?  A.  I  had  the  deliberate  intention  of 
using  my  influence  against  him  providing  I  saw  any  indication? 
of  improper  influence  in  connection  with  the  Equitable  or  any 
of  its  subsidiary  companies. 

Q.  Have  you  seen  anything  of  that  kind?  A.  I  have  not  had 
time  to  think  about  it. 

Q.  And  that  is  the  reason  why  you  have  not  up  to  date  exer- 
cised any  influence  against  him?  A.  If  anything  had  come  to  my 
attention  I  should  have  started  in. 

Q.  And  nothing  has?    A.  jSTot  yet. 

Q.  You  have  said  that  you  have  political  influence.  To  what 
did  you  refer,  Mr.  Harriman?  A.  I  referred  to  the  influence 
that  any  man  of  prominence  may  have,  who  has  never  asked  any- 
body to  do  an  improper  thing. 

Q.  You  mean  your  influence  as  a  man  of  position  in  the  com- 
munity? A.  Yes,  sir.  I  have  a  great  interest  in  the  State  of  ISJew 
York  and  in  the  country  particularly,  and  I  am  somewhat  con- 
sulted at  times,  and  I  believe  what  I  favored  would  influence  some 
people. 

Q.  And  you  refer  to  whom?    A.  'No  one  specially. 

Q.  Are  you  consulted  with  regard  to  matters  of  legislation?  A. 
Xo,  sir. 

Q.  "What  do  you  mean  by  saying  that  you  are  consulted  from 
time  lo  time?    A.  Well 

Q.  Yv'ith  regard  to  public  questions?  A.  I  said  I  live  in  the 
country,  and  there  are  many  matters  that  come  up  in  relation 
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to  the  management  of  country  affairs  as  every  citizen  does  wlio 
takes  any  interest  in  Ms  neighbors. 

Q.  Oh,  you  mean  in  the  district  where  you  live?  A.  Yes,  sir. 
'  Q.  How  about  matters  pertaining  to  the  State  at  large?  A.  We 
are  interested  there  in  the  State  at  large  just  the  same  as  any 
other  community  is. 

Q.  We  are  interested  here  in  insurance  conditions.  Have  you 
had  anything  to  do  at  any  time  with  any  legislation  affecting- 
insurance  companies?  A.  I  had  to  do  with  the  prevention  of 
bills  being  introduced  in  the  Legislature  last  Spring,  when  an 
attempt  was  made  by  one  faction  of  the  Equitable  to  get  control 
of  its  affairs,  by  getting  an  act  introduced  into  the  Legislature 
which  might  enable  them  to  do  it. 

Q.  How  did  you  accomplish  that?  A.  In  varioiis  ways;  by- 
seeing  people  that  were  influential  in  guiding  such  matters. 

Q.  Party  leaders  and  others?  A.  I  do  not  know  that  you 
would  call  them  party  leaders,  but  they  were  people  who  were 
influential  in  legislative  matters. 

Q.  Well,  it  has  been  openly  charged  that  through  your  rela- 
tions with  Mr.  Odell  you  had  political  influence.  What  would 
you  say  to  that?  A.  Well,  I  should  think  that  Mr.  Odell  had 
political  influence  because  of  his  relations  to  me. 

MR.  HUGHES:   That  is  all. 

THE  WITNESS:  Mr.  Chairman,  I  would  like,  if  you  will 
allow  me,  I  would  like  to  get  through  with  this  so  I  will  have 
no  possibility  of  being  called  again,  and  if  I  can  encroach  on  your 
time  a  little  I  would  like  to  do  so,  to  clear  up  a  few  things. 

It  has  been  charged  in  the  papers  that  there  is  some  discrepancy 
between  my  testimony  at  the  former  —  my  former  testimony,  and 
the  statement  of  Mr.  Ryan  as  to  my  so-called  attempt  to  purchase 
an  interest  in  his  stock.  I  should  like  to  state  that  there  was 
nothing  at  that  time,  at  the  time  I  was  being  questioned  by  Mr. 
Hughes,  that  bore  on  this  subject  at  all  to  my  mind.  And  if  there 
vv^as  I  would  like  to  correct  that  testimony.  We  were  talking  of  a 
lime  precedent  to  the  time  of  the  presentation  of  the  Frick  report, 
and  which  Mr.  Hyde,  as  I  remember  it,  said  that  he  had  been  ap- 
proached by  many  parties  to  purchase  his  stock,  and  it  was  desired 
to  know  if  I  had  been  interested  in  any  of  those  offers,  so  I  under- 
stood it.      Is  that  right,  Mr.  Hughes  ? 

Q.  Your  testimony  is  as  follows,  and  I  am  glad  you  have  called 
attention  to  the  subject,  for  I  had  forgotten  to  mention  it,  and  so 
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you  may  have  the  exact  language  I  will  read  it.  A.  Mr.  Hughes, 
before  you  begin  on  that,  I  may  forget  it.  You  have  spoken  of 
Mr.  Odell  and  my  having  political  influence  because  of  my  alliance 
or  affiliation  with  him.  I  would  like  to  say  that  all  last  Spring, 
during  the  controversy,  the  Equitable  controversy  between  its 
inside  factions,  that  Governor  Odell  was  not  here,  nor  was  he 
communicated  with  about  it,  so  he  had  no  hand  in  it  whatever. 

Q.  And  during  that  period  were  you  in  consultation  with  mem- 
bers of  the  Legislature  ?     A.  Not  specially. 

Q.  Well,  in  regard  to  insurance  matters  ?  A.  I  had  the  matter 
watched  at  Albany  to  see  what  attempts  were  being  made  to  use 
legislation  improperly. 

Q.  With  reference  to  mutualizing  the  society  ?  A.  So  that  one 
faction  could  get  in  there  and  get  control  of  the  company  by  ob- 
taining the  proxies  of  the  policyholders  through  the  agents,  as 
they  said,  like  the  other  big  life  companies. 

Q".  And  when  you  referred  to  the  possession  of  political  influ- 
ence through  relations  to  you,  you  meant  because  of  the  many  im- 
portant matters  in  which  you  are  interested,  and  for  which  you 
stand  ?     A.  Yes,  sir,  and  in  many  ways. 

Q.  Bringing  you  into  a  prominent  position  with  regard  to  a 
great  many  subjects  that  come  before  the  Legislature?  A.  No, 
sir,  I  have  no  special  interest  in  many  matters  that  come  before 
the  Legislature. 

Q.  Well,  I  was  referring  to  matters  affecting  railroads,  banks, 
trust  companies.     A.  I  have  never  had  any  hand  in  it. 

Q.  I  did  not  understand  just  what  you  meant  by  political  influ- 
ence through  relation  to  you.  A.  Any  prominent  citizen  has  some 
political  influence,  and  if  anybody  in  politics  can  get  the  friendship 
and  backing  of  people  who  have  no  political  end  to  serve,  why  it 
gives  them  more  or  less  standing.  Now,  Governor  Odell  might 
resent  such  a  statement  as  that,  I  do  not  know  whether  he  would 
or  not,  but  I  think  that  if  I  were  in  politics  I  would  try  to  get  as 
many  men  of  prominence  as  possible  as  friends  of  mine. 

Q.  The  testimony  that  you  have  referred  to,  that  is  your  testi- 
mony when  you  were  on  the  stand  before  is  as  follows:  "  Q. 
Were  you  concerned  with  any  offer  to  Mr.  Hyde  for  the  purchase 
of  his  stock,"  to  which  you  answered  "  No,  sir."  A.  Well,  then 
I  was  not.  I  ask  you,  don't  you  think  I  answered  that  question 
properly  ? 

Q.  Yes,  I  think  you  had  in  mind  at  that  time  offers  to  Mr. 
Hyde.     A.  Yes.     Hadn't  you  that  in  mind  ? 
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Q.  Yes,  I  had,  for  I  did  not  know  anything  about  this  Ryan 
naatter.  A.  I  had  not  this  matter  of  Eyan  in  mind  there.  I  was 
concentrating  my  mind  on  the  thing  you  wanted  to  find  out. 

Q.  You  were  following  the  line  of  my  questions  as  to  further 
ofEers,  and  you  did  not  have  in  mind  the  fact  you  had  suggested 
to  Mr.  Ryan  to  take  a  part  of  the  stock?  A.  Yes,  in  order  to 
safeguard,  as  I  thought,  the  situation. 

Q.  Then  another  question  was  asked,  as  follows :  "  Then  you 
at  no  time  made  any  offer  to  acquire  Mr.  Hyde's  stock  ?  A.  'No, 
sir."  What  is  the  explanation  of  that  answer.  A.  Was  not  that 
precedent  to  the  time  that  I  afterward  say  that  we  came  down 
to  the  time  of  the  Frick  report. 

Q.  I  think  it  should  be  read  with  its  context  as  follows :  "  Q. 
It  has  been  stated  here  there  was  an  offer;  Mp.  Hyde  has  said 
there  was  an  offer  to  Mr.  Trick?  A.  That  I  don't  know  of,  but 
Mr.  Hyde  had  told  me  himself  that  he  had  received  several  offers 
for  the  purchase  of  his  stock,  and  I  asked  him  what  he  was 
going  to  do  and  he  said  he  would  not  sell  it  under  any  considera- 
tion, and  I  encouraged  him  in  that,  and  Mr.  Frick  came  to  me 
and  told  me  that  he  had  heard  also;  then  I  said  to  him  that  I 
think  you  ought  to  tell  Mr.  Hyde  not  to  sell  that  stock  to  any- 
body, and  if  he  does  he  should  not  sell  it  without  letting  you 
know,  and  I  understood  from  Mr.  Frick  that  that  was  what  he 
said.  Q.  Then  you  at  no  time  made  any  effort  to  acquire  Mr. 
Hyde's  stock?  A.  E'o,  sir.  Q.  And  down  to  the  time  of  the 
report  of  the  Frick  committee  you  encouraged  Mr.  Hyde  in  his 
retention  of  his  stock?  A.  Yes,  sir."  A.  Well,  it  seems  to  me 
that  that  all  bears  out  properly. 

Q.  Of  course,  the  point  is  as  to  what  you  intended  to  say  and 
what  you  had  in  mind.  At  that  time  did  you  have  in  mind  the 
Ryan  interview?  A.  Had  not  any  thought  of  it  at  all,  and  I  did 
not  suppose  that  you  had  any  reference  to  the  time  that  Mr. 

Q.  Of  course  I  knew  nothing  about  Ryan  interviews  at  that 
time,  and  I  was  asking  a  blanket  question,  and  you  had  in  mind  the 
course  of  the  examination.     A.  That  is  left  all  right. 

Q.  I  would  like  to  have  you  state,  Mr.  Harriman,  what  steps 
you  took  to  prevent  legislation  last  winter  in  the  direction  of 
miitualizing  the  Equitable  —  wliat  sort  of  influences  or  sugges- 
tions was  there  emunnting  from  yor.  which  prevented  the  passage 
of  a  bill  to  thot  effct:!,  prevented  the  introduction  of  a  bill  to  that 
effect,  was  it  introduction  or  passage  —  was  it  iiitroduced  ? 
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THE  CHAIEMAN".    Introduction. 


A.  There  was  threatened  introduction  of  bills  from  time  to 
time  by  what  you  might  term  the  Alexander  faction  or  the  so- 
called  protective  committee,  and  I  had  several  communications 
with  some  of  the  men  at  Albany  —  men  with  no  interest  in  this 
situation  whatever,  and  unless  it  is  particularly  desired  I  would  a 
little  rather  not  say  it.     If  it  bears  on  this  situation  at  all 

Q.  It  bears  on  this  situation  to  this  extent,  that  one  of  the  sub- 
jects of  inquiry  is  the  extent  to  which  legislative  action  is  affected 
or  not  affected  by  persons  interested  directly  or  indirectly  in 
insurance  companies,  and  1  think  It  will  be  better  for  you  to  state 
fully  just  what  was  done  in  regard  to  that,  inasmuch  as  the  matter 
has  been  mentioned.  A.  Well,  as  I  can  recollect  it  now  —  I  have 
got  to  be  a  little  careful  about  statements  of  this  kind 

Q.   Certainly.   A.  And  you  have  to  give  me  a  little  time  about  it. 

Q.  Certainly,  take  your  time,  Mr.  Harriman.  A.  The  Equita- 
ble Board  of  Directors  had  several  meetings  during  the  Alexan- 
der-Hyde controversy,  and  I  had  been  on  one  of  the  sub-com- 
mittees and  finally  the  second  committee  had  been  appointed, 
the  committee  on  which  I  was  appointed — ^by  the  way,  I  would 
like  to  say  at  that  time  Mr.  Hyde  offered  to  trustee  his  stock  so 
far  as  he  could  and  put  it  out  of  his  power  to  vote  on  it,  just  the 
same  as  Mr.  Ryan  has,  for  five  years,  subject  to,  the  control  of 
the  Board  of  Trastees — he  made  that  the  sub-committee.  I  think 
that  is  a  matter  of  record. 

Q.  Yes.  A.  And  finally  the  second  sub-committee  had  made 
ii  recommendation  for  mutualization  and  whatever  the  proper 
method  of  carrying  out  such  a  plan  is,  I  don't  remember,  and  I 
don't  know  just  what  it  is,  but  some  action  had  to  be  taken  at 
Albany,  and  it  was  put  in  the  hands  of  some  of  the  lawyers  to 
carry  out,  and  after  agreeing — that  is,  the  Alexander  faction—- 
after  agreeiing  to  forward  such  action,  I  think  it  is  by  the  State 
Superintendent  of  Insurance  and  the  Attorney  General,  is  it  not? 
Apparently  some  of  the  people,  I  think  some  of  the  lawyers  who 
were  interested  on  the  Alexander  side  went  to  Albany  to  try  and 
prevent  it,  and  Mr.  Piatt,  representing  the  protective  committee, 
went  up  there  with  a  lot  of  affidavits,  and  tried  to  stop  the  thing 
which  had  been  agreed  upon  between  the  two  factions  in  the  board. 
T  was  not  ■ivith  either  faction;  I  was  independent,  and  I  think  Mr. 
Root  was  there  at  that  time  at  many  conferences,  and  with  other 
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people  at  which  he  was  present,  in  trying  to  protect  the  sit>iiation 
against  what  we  considered  the  aggi-essions  of  what  we  call  the 
Alexander  faction.  I  had  the  reports  from  Albany  telephoned  to 
me,  and  followed  the  course  which  the  matter  was  pursuing,  and 
had  communication  with  men  in  a  positio'n  to  know,  and  asked  them 
to  inform  me  if  any  action  would  he  taken  that  would  further  the 
attempts  of  what  I  call  the  Alexander  faction. 

I  was  telephoned  to  several  times  in  confidence,  and  I  do  not 
think  I  ought  to  be  called  upon  to  state  who  they  were. 

Q.  Well,  was  any  legislation  introduced?  A.  I  will  tell  yoii 
privately,  if  you  want  me  to. 

Q.  It  is  of  no  interest  to  me  personally.  A.  Then  you  can  sec 
yourself. 

Q.  It  is  a  matter  of  oiScial  action  here.  A.  Whether  I  aiig'.it 
to  state  or  not — I  do  not  want  to  make  sensational  headlines  for 
newspapers. 

Q.  Was  there  any  bill  introduced  ?    A.  No,  sir. 

Q.  Eelating  to  the  Equitable?  A.  I  was  informed  that  there 
were  several  attempts  to  have  bills  introduced,  sir. 

Q.  Did  you  request  any  one  not  to  introduce  a  bill?  A.  Ko, 
sir. 

Q.  Did  you  deal  with  any  person  who  so  far  as  you  knew  in- 
tended to  introduce  a  bill?    A.  No,  sir. 

Q.  Did  you  deal  with  members  of  the  Legislature?  A.  How 
do  you  mean,  deal  with  them?    I  did  not  deal  with  anybo>dy. 

Q.  Did  you  take  steps  with  members  of  the  Legislature  to  see 
that  a  bill  should  not  be  introduced?  A.  I  took  steps  with  some 
members  of  the  Legislature  to  let  me  know  in  case  a  bill  should  be 
— an  attempt  should  be  made  to  introduce  a  bill. 

BY  THE  CHAIKMAW: 

Q.  Your  inquiries,  Mr.  Harriman,  as  I  understand  you,  were 
directed  toward  obtaining  information  and  being  apprised  of  what 
was  going  on?    A.  Yes,  sir. 

BY  ME.  HUGHES: 

Q.  Mr.  Harriman,  did  you  get  any  information  that  any^bill 
had  been  introduced?     A.  ISTo,  sir. 

Q.  Or  was  to  be  introduced?    A.  No,  sir. 

Q.  In  other  woi'ds,  did  you  take  any  steps  through  your  com- 
munications with  those  persons  to  whom  you  have  referred    to 
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prevent  the  introduction  of  a  measure?  A.  I  did  not  know  of  any 
bill  that  was  introduced,  therefore,  I  could  not. 

Q.  It  did  not  come  to  the  point?  A.  It  did  not  come  to  the 
point  of  preventing  anything. 

Q.  Well,  that  is  what  I  wanted  to  Jjet  at.  Then  your  sugges- 
tions were  wholly  in  the  nature  —  or  your  interviews  wholly  in 
the  nature  of  inquiries  as  to  whether  legislation  had  been  sug- 
gested or  bills  introduced?  A.  If  there  should  be  any  attempt 
made  to  introduce  bills,  so  that  I  might  take  steps  if  I  thought  it 
desirable. 

Q.  But  you  heard  of  no  such  attempt?    A.  No,  sir. 

Q.  So  that  you  did  not  take  any  steps?  A.  I  did  not  talte  any 
steps. 

Q.  It  is  thought  that  joxi  should  state  with  whom  you  had 
those  interviews.     A.  Or  communications? 

Q.  Yes.  A.  Well,  I  would  rather  communicate  with  the  jjar- 
ties  themselves  first. 

Q.  Well,  that  would  hardly  affect  the  decision  of  the  com- 
mittee? A.  I  will  tell  you  or  I  will  tell  the  chairman,  and  if 
you  think  that  I  should  do  it  I  will  do  it,  but  I  will  not  make 
sensational  headlines,  as  I  said  before,  just  for  the  purpose  of 
bringing  new  names  into  it. 

BY  THE  OHAIEMAN^: 

Q.  Neither  Mr.  Hughes  nor  the  Chairman  wants  to  assume 
any  such  responsibility.  We  are  only  seeking  for  facts.  A.  I 
do  not  think — if  I  thought  it  would  bear  on  this  situation  in  any 
way  whatever,  anything  more  than  satisfying  curiosity — I  don't 
moan  to  impute  curiosity  on  your  part.  But  I  would  do  it  will- 
ing'/, because  I  believe  I  could  get  the  consent,  and  they  would 
bear  me  out  in  it. 

Q.  We  feel  that  in  matters  of  this  kind  involving  this  much 
talked  of  subject,  that  the  safer  course  is  to  have  the  utmost  frank- 
ness and  publicity.    A.  That  is  what  I  am  trying  to  do. 

Q.  Without  any  kind  of  reservation,  whether  influences  of  the 
kind  that  the  question  suggested — ^but  heretofore  we  have  declined 
to  be  influenced  by  those  considerations,  and  rather  resolved  in 
favor  of  the  greatest  frankness,  than  to  adopt  any  other  course. 
A.  Then  I  will  go  so  far  as  to  say  that  I  communicated  with,  per- 
haps, two  or  three  men  at  Albany,  some  members  of  the  Legis- 
lature and  some  not. 
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Q.  We  are  conscious,  Mr.  Harriman,  that  such  communications 
are  of  daily  occurrence  to  every  man  in  the  Legislature?  A.  I 
dare  say  they  are,  but  not  from  me. 

Q.  No,  but  we  receive  coinmunications  from  our  friends  and 
from  those  whom  we  know,  and  from  those  whom  we  don't 
know,  asking  us  about  early  information  about  legislation  affect- 
ing interests  in  which  they  are  affected;  it  attracts  no  attention 
and  they  are  customarily  replied  to  with  gladness,  of  course,  by 
members  of  the  Legislature.  A.  My  statement  to  them  was  that 
I  feared  an  attempt  would  be  made  to  have  legislation  passed 
to  further  the  interests  of  the  factions  who  were  trying  to  get 
control  of  the  Equitable,  and  that  I  wanted  to  be  apprised  of  it. 
Now,  I  will  not,  this  morning,  go  further  than  that.  I  would 
be  very  glad  to  do  it  if  I — and  I  want  personally  to  be  relieved 
of  having  to  come  here  again,  if  I  can — I  will  go  so  far  as  to 
consult  with  Judge  Lovett  and  Mr.  Cravath,  and  if  they  think  I 
should  do  it,  I  will. 

THE  CHAIEMAIST:  I  think  you  had  better,  Mr.  Harriman, 
because  we  want  to  clear  this  matter  up  this  morning. 

The  committee  will  stand  in  recess  until  this  is  over. 

(After  recess  the  committee  reconvened.) 

THE  WITNESS:  What  is  the  question? 

BY  ME.  HUGHES: 

Q.  With  whom  you  had  these  communications,  or  to  whom  you 
addressed  those  inquiries.  A.  To  the  Speaker  of  the  Assembly 
and  the  Governor. 

BY  THE  CHAIRMAN: 

Q.   You  mean  Governor  Higgins?    A.  Yes,  sir. 

BY  MR  HUGHES: 

Q.  And  the  late  Speaker  Nixon?    A.  Yes,  sir. 

Q.  Did  you  suggest  anything  to  them  as  to  their  attitude  in 
the  matter?    A.  No,  sir. 

Q.  Or  was  it  anything  more  than  a  mere  inquiry  for  oiRcial 
information  ?  A.  That  is  all,  that  they  should,  if  nnythiug  came 
to  their  notice,  that  they  should  let  me  know  so  that  I  could  if  I 
thought  desirable,  have  some — be  heard  in  tlic  matter;  not  me 
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to  be  heard — tliat  the  people  in  the  Equitable  that  were  opposed 
to  the  Alexander  faction,  might  have  an  opportunity  to  be  heard. 

Q.  But,  as  I  understand  it,  you  did  not  suggest,  or  request,  or 
intimate  that  either  the  Governor  or  the  Speaker  should  take 
any  position  or  commit  himself  with  reference  to  the  matter,  one 
way  or  the  other?    A.  ~No,  sir. 

Q.  You  simply  wanted  to  be  advised?  A.  I  wanted  to  be  ad- 
vised. 

Q.  And  you  never  were  advised  because  nothing  took  place? 
A.  ISTothing  took  place. 

Q.  So  that  all  that  happened  in  effect  was  your  request?  A. 
!My  request  that  the  situation  should  be  so  safeguarded  that  I 
might  be  informed  in  case  any  attempts  were  made. 

Q.  iSTow,  have  you  ever  had  anything  else  to  do  with  insurance 
legislation?    A.  Ifo,  sir. 

Q.  At  any  time?  A.  At  no  time.  I  will  say  this;  I  would 
like  to  say,  Mr.  Chairman,  that  I  regret  to  have  to  bring  in  es- 
pecially Mr.  Nixon's  name,  as  he  is  not — as  well  all  know  he  died. 

THE  CHAIRMAlSr:  Mr.  Harriman,  I  think  all  of  us  appreciate 
what  has  actuated  you;  we  are  only  sorry  you  manifested  reluct- 
ance, because  it  gave  it  an  air,  perhaps,  of  mystery,  that  might 
have  excited  undue  suspicion.  Upon  the  committee  is  Assembly- 
man Kogers,  who  was  the  Republican  Leader  of  the  Assembly 
during  Speaker  Nixon's  speakership,  and  he  personally  knows 
that  such  inquiries  were  of  hourly  occurrence  during  the  session 
of  the  Legislature — has  himself  received  inquiries,  and  knows  that 
Speaker  Nixon  did  get  a  great  many  such  inquiries;  they  are 
perfectly  regular  and  perfectly  proper,  and  no  undue  importance 
attaches  to  them;  and  I  know  that  every  member  of  the  Legis- 
lature— ^froni  my  service  there — is  in  constant  receipt  of  those 
inquiries  and  that  they  attract  no  attention,  and  are  in  no  way 
to  be  criticized.  The  committee  sympathizes,  of  course,  with 
your  desire  to  not  mention  the  name  of  a  man  who  is  dead,  be- 
cause it  might  attract  some  undue  criticism. 

MR.  HAEEIMAN :  I  only  hope  that  my  communications  with 
them  will  not  be  put  on  the  same  category  as  the  general  com- 
munications they  receive  continually,  because  I  was  not  in  the 
habit,  and  am  not  in  the  habit,  of  communicating  with  the  mem- 
bers of  any  legislative  body  to  keep  me  informed.  It  is  very 
unusual,  and  it  was  only  in  the  situation  I  found  myself  at  that 
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lime,  that  I  appealed  to  what  I  considered  the  highest  powers, 
without  mixing  up  witli  any  of  the  everyday  matters  that  might 
come  before  the  representatives  there.  And  I  would  like  now  to 
ask  the  press  to  spare  those  men  and  not  to  bring  their  names 
into  it;  in  their  headlines,  I  mean. 

THE  CHAIEMAJST:  I  think  that  the  gentlemen  of  the  Press 
^understand,  as  we  -do,  that  there  is  no  reason  for  criticism  with 
anything  you  have  stated  in  any  kind  of  way.     We  are  very  glad 
we  imderstand  it  fully,  and  we  think  it  better  so. 

ME.  HAEEIMAlSr:  Well,  you  know  that  most  of  the  people 
Tead  headlines  and  do  not  read  the  testimony  through,  and  they 
get  their  impressions  through  the  headlines,  and  there  are  head- 
line manufacturers  in  connection  with  the  Press.  May  I  be  ex- 
cused ? 

THE  CHAIEMAW:  Yes,  sir. 

ME.  HAEEIMAN":   Thank  you. 

HENEY  MOIE,  resumed. 

THE  WITNESS  :  Before  beginning,  can  I  make  one  little  state- 
ment? 

BYME.  HUaHES: 

Q.  Certainly.  A.  You  asked  me  yesterday  if  the  gain  and  loss 
exhibits  were  correct  for  the  last  three  years,  and  I  answered  that 
they  were.     That  means  reasonably  correct. 

Q.  You  are  referring  to  the  last  three  years  ?  A.  1901,  1902, 
1903  and  1904— four  years.  That  means  reasonably  correct,  not 
with  mathematical  precision. 

Q.  Why  are  they  not  correct  with  mathematical  precision  ?  A. 
Because  it  is  practically  impossible  to  make  those  statements  cor- 
rect in  that  way. 

Q.  Why  is  it  impossible  to  make  them  up  precisely?  A.  The 
elements  that  enter  into  the  calculation  are  so  varied  and  peculiar 
and  there  are  changes  take  place — ^various  changes  take  place  dur- 
ing the  year,  and  it  makes  it  practically  impossible  to  get  absolute 
accuracy  in  that  statement. 

Q.  You  have  had  for  a  considerable  time  an  excess  of  expenses 
over  your  loading.  To  what  is  that  due  ?  In  fact,  it  appears  from 
the  statement,  Exhibit  709,  that  you  have  a  loss  on  loadino-g  since 
1895?    A.  Yes. 
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Q.  What  is  your  explanation  of  that?  A.  Largely  owing  to 
the  commissions  which  will  be  payable  and  general  charges. 

Q.  Commissions  to  agents?  A.  Yes,  the  writing  of  new  busi- 
ness is  an  expensive  matter. 

Q.  Why  is  it  the  expenses  exceeded  your  loadings  in  1904  by 
so  much  larger  an  expense  than  they  did  in  1903  ?  A.  Because 
the  expenses  for  the  year  1904  were  heavier  than  they  were  in 
1903. 

Q.  That  is  quite  obvious,  bu]t  why  were  they?  A.  I  don't 
know. 

Q.  Was  there  any  particular  class  of  expenses  that  were  heavier 
in  1904  than  in  1903?     A.  I  can't  recollect  any  class. 

Q.  Are  these  papers  that  I  now  show  you,  giving  the  net  load- 
ings and  the  first  year  expenses,  your  calculation  ?     A.  Yes,  sir. 

Q.  And  they  are  complete  and  correct  from  the  books  of  the 
company?     A.  They  are  complete  and  correct  in  that  way. 

MK.  HTTGHES:  I  will  read  in  eyidence  first  the  statement  of 
net  loadings  and  first  year's  expenses. 

Paper  mark^  Exhibit  No.  710  and  read  in  evidence  by  Mr. 
Hughes. 

Q.  Have  you  any  loadings  on  the  first  year's  premiums  received 
in  those  two  years?     A.  I  h.    •-. 

Q.  Will  you  be  good  enough  to  state  them?  A.  Loadings  on 
first  year's  premiums  received  in  1903  were  $543,704.  Loadings 
on  first  year's  premiums  received  in  1904  were  $504,613. 

Q.  Are  you  consulted  with  regard  to  the  amount  of  expenses 
that  can  be  properly  incurred  by  your  company  in  writing  in- 
surance ?    A.  I  am  consulted  in  regard  to  agency  commissions. 

Q.  Why  is  it,  then,  that  the  commissions  are  not  fixed  at 
amounts  which  will  enable  you  to  keep  within  your  loadings^ 
A.  I  think  the  commissions  are  fixed  at  amounts  which  enable  u.; 
to  keep  within  our  loadings. 

Q.  Then  what  causes  the  excess  of  expenses  over  your  load- 
ings? A.  The  statement  you  read  contains  a  good  many  other 
items  quite  apart  from  commissions. 

,Q.  Yes.     A.  It  is  largely  shown  in  that  statement. 

Q.  Yes,  but  your  medical  fees,  your  agency  supervision  and 
the  other  items  to  which  you  have  referred  are  hardly  capable 
of  reduction,  are  they?  A.  Well,  I  am  not  personally  familiar 
with  the  details  of  the  amounts  that  go  to  make  up  those  items. 
1  cannot  say,  therefore,  whether  they  are  capable  of  reduction. 
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Q.  Do  YOU  include  in  the  statement  that  you  have  given  of 
fir&t  year's  expenses,  advances,  bonuses  and  any  part  of  the  home 
office  expenses  attributable  to  the  first  year's  business?  A.  Of 
matters  of  that  kind  I  know  nothing.  These  statements  are  taken 
from  our  accounts. 

Q.  Yes,  but  what  we  wanted  was  a  complete  statement  of  the 
first  year's  expenses.  ISTow,  there  are  in  addition  to  commissions 
bonuses  paid  to  agents,  are  there  not  ?     A.  I  suppose  so. 

Q.  There  are  advances  made  to  agents  ?    A.  Yes. 

Q.  Of  course,  you  would  recognize,  as  an  actuary,  that  advances 
made  to  agents  are  to  be  treated  really  as  expenses  of  the  business  ? 
A.  Yes.  With  the  details  of  the  advances  made  to  agents  I  y.m 
not  familiar. 

Q.  Who  is  responsible  for  the  completeness  of  the  lift  of  ex- 
penses— that  is  what  I  want  to  get  at — so  we  can  compare  your 
expenses  with  the  loadings  ?  A.  This  expense  statement  was  made 
up  at  the  particular  request  of  the  Wisconsin  department.  They 
laid  down  certain  lines  on  which  we  should  go.  The  items  are 
simply  taken  from  our  annual  account  and  entered  there.  They 
told  us  the  lines  to  adopt  in  making  up  that  statement. 

Q.  So  when  you  were  asked  for  your  first  year's  expenses, 
you  took  what  you  should  to  be  reported  to  the  Wisconsin  depart- 
ment, in  accordance  with  their  regulations?     A.  Yes. 

Q.  As  your  firpt  year's  expenses  ?    A.  Yes. 

Q.  And,  as  a  matter  of  fact,  you  have  expenses  properly  applica- 
ble to  the  first  year's  business,  and  in  addition  to  those  that  are  in 
this  exhibit?  A.  Taat  is  true,  and  there  are  some  figures  in  this 
exhibit  which  are  i^ot  properly  applicable  to  first  year's  business. 

Q.  What  are  they?  A.  Take  the  item  advertising  and  sta- 
tionery, the  entire  advertising  and  stationery  bill  has  gone  in 
there.  There  is  no  statement  here  for  a  proportion  of  home  office 
expenses.  Part  of  the  home  office  expenses  are  caused  by  writing 
new  business. 

Q.  You  have  said  that  you  had  something  to  do  with  fixing 
the  rate  of  commission.  Is  it  a  fact  that  in  addition  to  the  com- 
missions paid,  large  amounts  are  paid  to  agencies  in  the  way  of 
bonuses  and  special  payments  and  advances,  which  go  to  swell 
the  first  year's  expenses?  A.  I  think  that  likely,  but  I  am  not 
familiar  with  the  details  of  it. 

Q.  The  point  is,  are  the  expenses  kept  within  what  the  actuary 
informs  the  management  is  the  proper  limit,  or  do  they  exceed 
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lliat  limit?  A.  Well,  I  canBot  say.  I  have  been  consulted  to  3a.y 
exactly  what  I  considered  the  extreme  limit  of  first  year's  e..> 
pense  should  be. 

Q.  Have  you  any  judgment  upon  that  point — do  you  know  noAv 
what  your  company  ought  to  spend  to  get  new  business — that  is, 
can  afford  to  spends  A.  I  have  always  made  the  statement  that 
the  endeavor  should  be  made  to  bring  the  expenses  under  the 
loadings. 

Q.  Yes.  ISTow  what  has  been  done  In  the  direction  of  econonij' 
in  order  to  bring  the  expense  within  the  loading  ?  A.  "Well,  mat- 
ters of  that  kind  I  am  scarcely  familiar  with. 

Q.  The  net  result  is  that  you  have  been  consulted  to  the  extent 
and  have  advised  to  the  extent  it  would  be  better  to  keep  within 
the  loading,  and  further  than  that  you  have  not  gone  ?  A.  Yes, 
#ir,   that  is  all. 

Q.  Wliat  is  the  percentage  of  loading?  A.  Perhaps  I  should 
add  I  have  also  been  asked  to  make  a  graded  scale  of  commissions 
applicable  to  different  classes  of  policies,  and  that  I  have  done. 

Q.  Did  jon  fix  that  graded  scale  of  commissions,  in  considera- 
tion of  other  expenses  of  the  company,  on  such  a  basis  that  the 
I  onipany   could   keep  within  its  loading  ?     A.  I   did. 

Q.  Then  why  has  the  company  not  kept  within  its  loadings? 
A.   That  I  cannot  answer. 

Q.  Have  they  had  in  operation  the  scale  of  commissions  which 
yoti  advise  ?     A.  I  think  so. 

Q.  Then  there  must  have  been  other  expenses  which  you  did 
not  take  into  consideration  which  made  the  expenses  excessive? 
A.  Yes. 

Q.  What  class  of  expenses  ?  A.  Well,  as  I  have  already  said, 
I  am  not  familiar  with  the  details  of  expenses  in  that  way. 

Q.  Are  you  familiar  with  the  insurance  history  of  the  company 
sufficient  to  tell  us-  what  sort  of  policies  were  originally  issued  ? 
A.  Yes. 

Q.  What  were  they?  A.  Originally  in  the  first  year  or  two 
of  the  company  there  were  a  few  industrial  policies,  I  think,  and 
al.io  almost  entirely  yearly  renewable  term  policies  from  that 
time  imtil  about  1896  or  1897. 

Q.  Yearly   renewable   term?     A.  Yes. 

Q.  You  mean  that  in  effect  the  company  was  upon  a  natural 
premium  basis?    A.   Yes. 
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Q.  With  the  increasing  cost  of  the  insurance  as  the  age  ad- 
vanced?   A.  Yes. 

Q.  And  that  is  increasing  premiums  paid  by  the  insured?  A. 
Yes. 

Q.  Was  the  company  successful  upon  that  basis?  A.  I  would 
coonsider  that  it  was  not  successful. 

Q.  What  was  the  result  at  the  end  of  this  period  to  which  joxi 
refer  — I  take  it  about  1896?    A.  Yes. 

Q.  What  experience  of  the  company  had  it  made  insurance 
gains  ?  A.  It  had  made  insurance  gains,  but  the  mortality  at  tho 
same  time  had  been  rising  very  steadily  from  I  think  about 
1889  or  1890  —  about  1890  the  mortality  began  to  show  signs 
of  being  unusually  heavy. 

Q.  It  had  accumulated  by  1894  as  would  appear  here  a  surplus 
of  $764,947,  which  had  fallen  by  the  end  of  1896  to  $492,340. 
Would  the  fact  that  it  had  accumulated  a  surplus  to  the  end  uf 
1894  of  $764,947  indicate  that  it  had  been  successful?  A.  That 
item  alone  would  indicate  success. 

Q.  ISTow  what  items  or  information  have  you  which  would  indi- 
cate the  contrary?  A.  The  growing  mortality  and  the  necessity 
for  increased  premiums. 

Q.  Have  you  a  statement  on  that  subject  so  that  you  can 
testify  precisely  as  to  the  growing  mortality?     A.  I  have. 

Q.  Will  you  give  it  please  and  the  data  —  and  the  data  you 
are  about  to  give  you  have  taken  from  the  policy  histories?  A. 
Erom  the  records  of  the  company.     Shall  I  read  off  what  I  have  ? 

Q.  Yes.  A.  The  ratio  of  actual  to  expected  losses.  What 
year  shall  I  give? 

Q.  You  have  a  complete  table,  have  you  ?    A.  I  have  it  from 
1883-1884  to  1903-1904. 
1895  to   1899— 

Exposure $20,732,460 

Expected  loss 344  896 

Actual  loss 375,500 

Eatio,  0.089. 


1900  to  1904 

Exposuies $79,369,240 

Expected  loss 1,097,87 1 

Actual  loss 929,220 

Eatio,  0.846. 
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Old  Yearly  Eenewal  Term — 

Exposures $16,283,Y00 

Expected  loss 390,713 

Actual  loss 524,750 

Eatio,  1.343. 

Paid  up,  Terms  Life  and  Endowment — 

Exposures $598,767 

Expected  loss 8,842 

Actual  loss 5,339 

Ratio,  0.604. 

Making  the  total  of  exposures $96,251,207 

Expected  loss 1,497,426 

Actual  loss 1,459,310 

Eatioi  0.975. 

Same  information  by  kinds : 

Yearly  renewable  term  exposure $16,390,000 

Expected  loss 392,109 

Actual  loss 524,750 

Eatio,  1.338. 

Five,  Ten  and  Eifteen  Year  Term — 

Exposures $4,920,100 

Expected  loss 129,187 

Actual  loss 156,000 

Eatio,  1.208. 

Twenty  Year  Term  and  Term  to  Age  70 — - 

Exposures $17,781,830 

Expected  loss 230,351 

Actual  loss 263,304 

Eatio,  1.143. 

Life  Continued  Payment — 

Exposures $10,873,600 

Expected  loss  183,621 

Actual  loss 175,802 

Eatio,  0.957. 

Q.  I  would  give  the  whole  table  then.     A.  Eighteen  hundred 
and  eigthy-three  to  1884,  37.4  per  cent 
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1884^5 70.9  per  cent. 

1885-6 67.3  per  cent. 

1886-Y 63.3  per  cent. 

1887-8 , 78.7  per  cent. 

1888-9 74.0  per  cent. 

1889-90 102.1  per  -cent. 

1890-91 91.4  per  cent. 

1891-92 91.5  per  cent. 

1892-3 86.9  per  cent. 

1893-4. 97.3  per  cent. 

1894-5 102.5  per  cent. 

1895-6 107.4  per  cent. 

1896-7 105.1  per  cent. 

1897-8 96.6  per  cent. 

1898-9 109.1  per  cent. 

1899-1900 96.8  per  cent. 

1900-1 90.0  per  cent. 

1901-2 88.8  per  cent, 

1902-3 90.6  per  cent. 

1903-4 94.1  per  cent. 

Q.  You  prepared  this  statement  of  the  mortality  record  in 
]904?    (Showing  witness  paper.)    A.  I  did. 
Q.  That  is  correct?    A.  That  is  correct. 

MR.  HUGHES :    I  offer  it  in  evidence. 

Paper  marked  Exhibit  No.  711  and  read  in  evidence  by  Mr. 
Hnghes. 

Q.  Then  was  your  ratio  of  actual  to  expected  mortality  for  the 
year  1904  97.5  per  cent.?    A.  Yes,  sir. 

Q.  Why  did  not  you  have  a  gain  on  mortality  then  ?  A.  We 
did  have  a  gain,  a  small  gain. 

Q.  You  are  quite  right.     The  gain  was  $20,331 A.  The 

gain  was  much  less  than  it  was  the  other  year. 

Q.  Being  $193,939  in  1903  and  $173,608  in  1902?    A.  Yes. 

Q.  What  is  your  explanation  of  the  small  gain  in  mortality  in 
1904?  A.  As  far  as  I  can  see  it  was  purely  accidental  fluctua- 
tion.    There  is  no  trace  of  the  gain  being  so  small  during  1905. 

Q.  Have  you  a  statement  of  the  amount  of  insurance  now  in 
force  and  its  character?    A.  You  mean  at  the  present  date? 

Q.  Yes.     A.  I  have  not  as  to  its  character. 
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Q.  "Well,  what  statement  have  you?  A.  T  have  only  a  very 
general  statement  showing  the  amount  in  force  to  be  about  eighty- 
eight  or  eighty-nine  million  dollars. 

Q.  But  you  have  not  a  statement  which  shows  the  distribution 
of  that  among  various  kinds  of  policies  ?    A.  No. 

Q.  Can  you  tell  me  what  kinds  of  policies  you  have  in  force 
now?  A.  There  are  still  some  of  the  old  yearly  renewable  term 
policies. 

Q.  How  many  of  those  approximately?  A.  At  the  end  of  last 
year  some  fifteen  million  dollars.  It  must  be  considerably  re- 
duced now. 

Q.  In  dollars?    A.  Yes. 

Q.  Have  you  made  transfers  of  those  yearly  renev/able  terms 
to  other  forms  of  insurance?    A.  Yes,  frequently. 

Q.  Have  you  any  particular  sort  of  policy  which  you  issue  in 
exchange  for  the  yearly  renewable  term?  A.  The  one  most  com- 
monly issued  is  a  combination  of  term  insurance  with  the  separa- 
tion of  an  endowment  feature  in  it. 

Q.  You  have  that  sort  of  policy?    A.  Yes. 

Q.  Before  we  take  that  up,  in  your  report  of  December  31, 
1904,  the  policies  in  force  at  the  end  of  that  year  are  stated.  Is 
that  an  accurate  statement  of  the  kinds  of  insurance  outstanding? 
A.  It  is  accurate  but  not  very  complete. 

MR.  HUGHES :  I  will  read  that  upon  the  record. 

Whole  life  policies  number  15,626;  amount  $30,113,857. 

Endowment  policies  number  2,904;  amount  $5,326,140. 

All  other  policies,  including  return  premium  additions,  number 
26,287;  amount  $65,749,451. 

Total  policies  in  force  at  the  end  of  the  year,  44,817;  amount 
$101,189,448. 

Q.  In  what  sense  is  that  not  complete?  A.  In  two  senses.  The 
third  item  there  of  some  $65,000,000  contains  a  large  number  of 
policies  written  with  preliminary  term  feature  and  treated  as  one 
year  term  insurance  the  first  year.  They,  therefore,  go  in  as  other 
classes  for  the  first  year  and  next  year  they  will  pass  on  as  life, 
limited  payment  or  endowment  policies. 

Q.  Have  you  the  form  of  policies  here  which  you  issued  in  ex- 
c^hange  for  yearly  renewable  term  ?    A.  I  have. 

(Producing  paper.) 
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Q.  When  these  old  nataral  premium  policies  were  trans- 
ferred and  these  policies  issued  in  exchange  did  you  take  a 
lien?  A.  In  many  cases,  yes.  In  some  cases  we  take  them  at 
the  attained  age,  and  let  them  pay  the  premium  for  the  attained 
age  mthout  any  lien. 

Q.  Well,  here  is  a  man,  for  example,  insured  in  1886,  on  a 
yearly  renewable  term  basis,  and  he  has  carried  that  policy  to  the 
year  1900,  and  then  he  is  paying  the  term  rate  at  his  then  age.  He 
wants  to  exchange.  The  policy  is  one  thousand  dollars,  and  he  was 
insured  at  age  40.  What  would  you  give  him  ?  A.  We  give  him 
either  a  policy  of  the  nature  I  have  shown  you  dated  back  not  more 
than  ten  years  from  the  present  time  or  we  give  him  a  policy  at  his 
attained  age,  in  any  form  he  chooses. 

Q.  Suppose  you  gave  him  a  policy  dated  back  not  more  than 
ten  years.  What  would  be  the  face  of  the  policy  ?  A.  The  same 
face  policy  as  his  original  policy. 

Q.  What  lien  would  you  put  against  the  policy?  A.  Tenth 
year  reserve. 

Q.  Suppose  he  took  the  policy  at  attained  age?  What  would 
be  the  face  value  of  it  ?     A.  The  same  face  value. 

Q.  What  lien  would  you  put  against  it  ?     A.  None,  sir. 

Q.  In  the  latter  case  what  premium  would  he  pay?  A.  The 
premium  for  his  attained  agfe. 

Q.  And  in  the  former  case  ?  A.  The  premium  for  his  age  ten 
years  ago. 

Q.  On  a  thousand  dollar  policy  issued  as  I  have  said  in  1885  or 
1886  and  carried  until  1900  what  would  be  the  amount  of  the  lien 
approximately  in  dollars  without  giving  the  exact  sense,  just  give 
the  idea  of  the  amount  of  the  lien.     A.  What  age  did  ygu  say  ? 

Q.  Issued  at  age  40  ?     A.  Dating  back  to  the  tenth  year  ? 

Q.  Yes.  A.  For  the  form  of  policy  I  showed  you,  the  lien 
would  be  about  $300. 

Q.  The  lien  would  be  about  $300  ?     A.  About  $300. 

THE  WITNESS:  Mr.  Hughes,  I  should  point  out  also  that 
the  form  of  policy  I  have  shown  you  provides  for  additional  pay- 
ments over  and  above  the  face  value,  whereby  the  lien  would  be 
practically  taken  care  of  for  the  next  ten  years  at  least. 

Q.  What  policies  have  you  reserved  the  right  to  raise  rates  on? 
A.  On  all  renewable  term  policies,  as  I  understand  it. 

Q.  Well,  that  rate  is  raised  according  to  the  increase  in  age  ?  A. 
Yes,  sir. 
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Q.  There  is  not  in  tiat  case  a  payment  upon  a  level  basis  for  a 
period  of  years,  and  then  an  increase  ?  A.  Well,  there  is  on  some 
of  our  older  policies. 

Q.  Have  you  the  form  of  an  old  policy  which  is  not  a  natural 
premium  policy,  but  which  provides  for  an  increase  in  rates  ?  A. 
I  have. 

(Producing  paper.) 

This  is  the  clause. 

Q.  What  kind  of  a  policy  do  you  show  me  ?  A.  A  yearly  re- 
newable term  policy. 

Q.  Is  this  one  of  the  old  forms?  A.  That  form  was  issued 
about  1891. 

ME.  DAWSOjST:  It  is  not  one  of  the  oldest  forms. 

THE  WITNESS :  The  oldest  forms  provided  for  regularly  in- 
creasing rates. 

Q.  Give  me  the  form  of  the  Owen  policy  ?  A.  I  have  the  Owen 
policy,  a  copy  of  it. 

Q.  I  want  the  form  of  your  old  type  of  policy.  Give  me  the 
Owen  form  if  that  is  one.  A.  But  that  does  not  have  the  provi- 
sion that  you  refer  to  whereby  the  premiums  would  not  increase 
yearly. 

Q.  This  form  you  now  show  me  goes  back  to  1888,  and  it  i« 
a  renewable  term  policy?    A.  Yes,  sir. 

MK.  HUGHES:    I  will  read  the  form  upon  the  record. 

The  Provident  Savings  Life  Assurance  Society  of  ISTew  York. 
N"o.  25,180.  $2,000. 

Copy  E.  &  O.  E. 

In  consideration  of  the  application  herefor  and  of  the  con» 
ditions  and  agreements  on  the  back  of  this  policy,  all  of  which 
are  a  part  of  this  contract,  arid  in  consideration  also  of  the  pay- 
ment of  $19'. 80,  does  hereby  promise  to  pay  to  Christine  Owen, 
wife  of  Nathan  Owen,  the  beneficiary,  under  this  policy  or  to 
the  legal  representatives  or  assigns  of  such  beneficiary  at  its  office 
in  the  City  of  New  York  the  sum  of  two  thousand  dollars  within 
ninety  days  after  acceptance  of  satisfactorily  proof  at  its  office  in 
the  City  of  New  York  of  the  death  of  Nathan  Owen,  of  St.  Louis, 
State  of  Missouri,  the  insured  under  this  policy,  provided  such 
death  shall  occur  before  twelve  o'clock  noon,  the  first  day  of  May, 
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1888.  And  the  said  Society  further  agrees  to  renew  and  extend 
this  insurance  during  each  successive  quarter  year  from  date  hereof, 
upon  the  payment  on  or  before  the  21st  day  of  May,  August, 
November  and  February  in  each  successive  year  during  the  life 
of  the  insured  of  the  premiums  for  the  actual  age  attained  in 
accordance  with  the  schedule  rates  printed  on  the  back  of  this 
policy  on  each  one  thousand  dollars  insurance,  less  the  return 
premiums  awarded  hereon,  subject  to  the  stipulation  regarding 
the  payment  of  premiums  and  extra  hazardous  occupations,  claim 
under  this  policy  by  death  occurring  two  or  more  years  after  its 
date  will  be  incontestable  except  for  fraud  in  obtaining  this  policy. 
In  witness  whereof,  the  Provident  Savings  Life  Assurance 
Society  has  caused  this  policy  to  be  signed  by  its  president  and 
secretary  in  its  office  in  the  City  of  New  York,-  on  this,  the 
21st  day  of  February,  A.  D.  One  thousand  eight  hundred  and 
eighty-eight. 

SHEPAED  I-IOMANS, 

President. 

WILLIAM  E.  STEVENS, 

Secretary. 

On  the  second  page  appears  the  following  conditions  and  agree- 
ments referred  to  in  the  body  of  the  policy. 
,    Section  1,  as  to  the  time  that  the  policy  goes  into  effect. 

Section  2,  as  to  the  payment  of  premiums. 

Section  3,  is  as  follows: 

"  Seventy-five  per  cent,  of  the  insrirance  portion  of  each  re- 
newal premium  paid  herein  will  be  at  once  deposited  in  the 
Hanover  National  Bank  of  New  York,  or  such  ether  bank  as 
may  be  designated  by  the  dire<^:tors,  and  shall  constitute  the  death 
fund  to  be  used  solely  in  settlement  of  death  claims.  The  residue, 
namely,  twenty-five  per  cent,  thereof,  will  be  deposited  with  the 
Farmers'  Loan  and  Trust  Company,  or  such  other  depository  as 
may  be  designated  by  the  directors  who  invested  in  such  securities 
as  are  authorized  by  law  for  the  investment  of  trust  companies 
as  a  guarantee  fund.  The  surplus  of  amounts  thus  contributed  by 
each  policyholder,  remaining  in  force  at  the  expiration  of  ten 
years  from  its  date  of  issue  and  at  the  end  of  each  five  years  there- 
after, will  be  applied  to  lessen  future  premiums,  or  will  be  repaid 
in  cash  sliould  the  assured  at  such  time  so  elect.." . 

Section  4,  is  as     to  the  assig-nment  of  the  policy. 

Section  5,  is  as  follows: 
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"  Tliis  form  of  policy  may  be  exclianged  at  any  time  after  the 
insured  attains  the  age  of  sixty  years  for  one  on  the  level  or 
uniform  premium  plan,  for  the  same  amount  at  the  unchanging- 
rate  for  the  then  actual  age  attained,  as  printed  below,  level  pre- 
miums to  secure  one  thousand  dollars  at  death,  other  amounts  in 
the  same  proportion." 

Then  follows  a  table  of  amounts  to  he  paid  at  age  sixty  to 
sixty-five,  inclusive. 

Then  a  table  of  the  maximum  rates  of  J>remiums  to  be  reduced 
in  each  case  by  the  surplus  portion  of  preceding  payments,  not 
needed  for  the  death  fund,  and  the  guarantee  fund,  as  per  con- 
tract to  renew  and  extend  the  insurance  of  one  thousand  dollarF,, 
other  amounts  in  the  same  proportion. 

After  the  table  the  following  statement  is  found.  The  expense 
portion  of  each  premium  included  in  the  above  rates  is  limitetl 
to  four  dollars  per  annum  on  each  one  thousand  dollars  insurance. 
The  residue  is  the  insurance  portion  of  the  premium. 

The  next  page  contains  a  copy  of  the  application. 

Q.  ]!^ow,  that  policy  was  taken  out  in  the  Owen  case  on  Feb- 
ruary 21,  1888,  on  the  life  of  ISTathan  Owen,  age  fifty-seven,  for 
the  amount  of  two  thousand  dollars?    A.  Well,  that  is  right. 

Q.  Did  you  on  March  25,  1905,  receive  a  letter  from  the  attor- 
neys of  the  owner  of  that  policy?  A.  A  letter  dated  March  25, 
received  March  27.  < 

Q.  From  Block,  Sullivan  &  Erd?    A.  That  is  right. 

ME.  HUGHES:  Inasmuch  as  the  correspondence  I  am  about 
to  read  deals  with  a  class  of  policies  in  an  illuminating  way,  it 
is  deemed  advisable  to  put  it  upon  the  record,  and  in  that  event 
time  will  be  saved.  I  will  read  this  letter,  and  offer  it  in  evi- 
dence. 

(Paper  marked  Exhibit  No.  712.) 

Mr.  Hughes  then  read  Exhibit  No.  712. 

Q.  This  is  the  company's  reply  by  you  as  actuary?    A.  It  is. 

ME.  HUGHES:   I  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  713.) 

Mr.  Hughes  then  read  Exhibit  No.  713, 
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Q.  To  that  you  received  an  answer  under  date  of  April  19, 
1905?    A.  Yes,  sir. 

MR.  HUGHES :  I  o£fer  the  same  in  evidence. 

Paper  marked  Exhibit  jSTo.  714  and  read  in  evidence. 

Q.  To  that  you  answered  as  follows?    A.  Yes. 

ME.  HUGHES :  I  oifer  the  same  in  evidence. 

(Paper  marked  Exhibit  No.  715.) 

Mr.  Hughes  then  read  exhibit  No.  715. 

Q.  Is  that  the  letter  in  answer?    A.  Yes,  sir, 

ME.  HUGHES :  I  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  No.  716.) 

Q.  Before  I  continue  with  this  letter,  let  me  ask  you  have 
you  had  a  good  deal  of  trouble  with  policyholders  holding  this 
class  of  policies?  A.  We  have  had  a  good  deal  of  corre- 
spondence. 

Q.  Have  you  had  litigation  ?     A.  I  think  so. 

Q.  In  a  number  of  States  ? 

ME.  GILBEET:  What  kind  of  policies  do  jaa  refer  to,  to 
that  kind  of  form  ? 

ME.  HUGHES :  This  kind  of  policy  providing  for  a  guarantee 
fund. 

ME.  GILBEET :  I  do  not  remember  any  action  resulting  from 
that  kind  of  policy. 

ME.  HUGHES :    I  understood  that  this  was  a  typical  case. 

ME.  GILBEET :  It  may  be  a  typical  case,  but  we  have  not  had 
any  litigation,  I  think. 

ME.  HUGHES :  The  point  that  I  desire  to  bring  out  is  this,  so 
far  as  this  relates  to  this  twenty-five  per  cent,  feature 

THE  WITNESS :  We  have  only  a  small  number  of  policies 
on  that  feature.  ^ 

Q.  Outstanding?     A.  Yes. 

Q.  But  you  have  had  a  great  deal  of  difficulty  with  them,  have 
you?     A.  I  think  not. 
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ME.  HUGHES :   I  AviU  read  this  letter. 


Q.  To  which  you  replied  imder  date  of  May  25,  1905,  the  con- 
cluding letter  ?     A.  Yes. 

ME.  HUGHES :   I  offer  the  same  in  evidence. 

(Paper  marked  Exhibit  'No.  7l7). 

Mr.  Hughes  then  read  Exhibit  No.  717. 

THE  CHAIEMAN:    We  will  take  a  recess  until  2.30  o'clock 
sharp  this  afternoon. 


AETEE  EEOESS. 


HENET  MOIE,  resumed. 

THE  WITIS^ESS :  Mr.  Hughes,  I  should  explain  the  mortality 
rates  which  you  read  on  the  record  are  not  mortality  rates  ap- 
plicable to  individual  policies  used  in  calculating  the  share  of 
death  losses.  The  reason  for  that  is  all  our  policy  contracts 
exclude  the  first  year  from  the  computation.  You  will  observe  it 
in  reading  the  policy. 

BY  ME.  HUGHES: 

Q.  In  this  correspondence  with  the  attorneys  for  the  owners  of 
the  Owen  policy,  you  stated  that  the  actual  mortality  exceeded  the 
expected  and  therefore  the  death  fund  was  not  sufficient  to  meet 
the  policy's  share  of  the  actual  death  losses  experienced  by  the 
society.  ISTow,  that  was  not  true  so  far  as  the  general  experience 
of  the  company  was  concerned,  your  actual  mortality  had  not 
exceeded  your  expected  mortality,  taking  the  aggregate  of  your 
policies  ?  A.  It  exceeded  the  expected  mortality  on  which  the 
premium  charges  were  originally  based,  because  Mr.  Homans  based 
those  original  charges,  if  my  memory  is  right,  on  80  per  cent,  of 
the  American  experience.  He  did  not  base  it  on  the  full  mortality 
rates  of  the  American  mortality  table,  but  on  80  per  cent. 

Q.  My  question  was  the  actual  mortality  had  exceeded  the  ex- 
pected mortality  on  policies  taken  as  a  whole  ?  A.  On  some  yeara 
it  did,  on  others  not. 
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Q.  So  that  when  you  referred  to  the  excess  of  the  actual  mor- 
tality in  this  letter  you  are  dealing  with  a  given  class  of  policies  ? 
A.  Largely  so. 

Q.  And  the  practice  of  your  company  was  to  set  aside  a  certain 
class  of  policies  and  compute  the  mortality  with  reference  to  them  ? 
A.  Well,  from  the  year  1889  we  have  not  separated  them;  btit-the 
custom  has  always  been  in  accordance  with  the  policy  contract  to 
throw  out  the  first  year's  mortality.  The  first  year's  mortality  is 
invariably  light  —  the  first  year's  experience  of  the  policy  and  the 
throwing  out  of  that  makes  it  necessarily  fall  more  heavy  on  the 
subsequent  years. 

Q.  Did  you  not  take  the  policies  of  which  the  Owen  policy  is  a 
type  and  put  them  in  a  class  by  themselves  in  determining  the 
mortality  results  ?   A.  ISTot  directly. 

Q.  How  did  you  do  it  indirectly?  A.  The  policies  prior  to 
1889  are  treated  in  a  class  practically  by  themselves. 

Q.  How  are  they  treated  in  a  class  by  themselves  ?  A.  For 
years. 

Q.  For  how  many  years  ?  A.  Since  ever  I  had  to  do  with  the 
calculation. 

Q.  And  from  your  examination  of  prior  calculations  do  you 
know  whether  they  were  so  treated  previously?  A.  I  have  tried 
to  eramine  prior  calculations,  but  can  scarcely  do  so  because  the 
records  are  so  incomplete.  I  should  further  add  that  the 
mortality  records  are  the  only  complete  records  in  our  actuarial 
department  that  I  have  been  able  to  use  with  the  exception  of 
the  valuation  book  —  the  valuation  book  records  and  mortality 
records  are  almost  the  only  complete  records  that  I  can  find. 

Q.  But  you  drew  on  the  guarantee  fund  mentioned  in  the 
Owen  policy  for  the  payment  of  death  claims  because  you 
treated  policies  of  that  class  by  themselves  and  in  that  way  ar- 
rived at  the  conclusion  that  the  actual  mortality  exceeded  the 
expected  ?   A.  Yes. 

Q.  Meanwhile  these  policyholders  went  on  paying  their  pre- 
miums, assuming  that  at  the  end  of  the  decade  they  would  have 
a  distribution  of  the  25  per  cent?     A.  Yes. 

Q.  jS]"ow  you  have  spoken  of  another  form  of  policy  where  there 
was  a  clause  providing  for  an  increase  of  the  rates.  Now  have 
you  raised  the  rates  on  the  policy  of  the  type  I  now  show  you 
(showing  witness  policy)  ?     A.  Yes,  I  think  in  every  instance, 

ME.  HUGHES:    I  will  offer  this  in  evidence. 
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Policy  marked  Exhibit  Y18  and  read  in  evidence  by  Mr.  Hughes. 

Q.  When  was  that  policy,  if  you  know,  first  issued?  A.  In 
1893.  I  find  on  consulting  the  records  here  that  increases  were 
not  made  under  that  form  for  certain  ages  under  forty,  but  they 
were  always  made  for  ages  at  entry  forty  and  over. 

Q.  Explain  exactly  what  you  mean  by  that,  the  first  statement 
is  that  increases  were  not  made  at  ages  under  forty  ?     A.  Yes. 

Q.  Yo\i  mean  at  ages  under  forty  you  charged  the  rate  stated 
in  the  schedule?  A.  Charged  the  rate  for  the  age  of  entry  and 
the  surplus  under  the  policy  has  been  sufficient  to  maintain  that 
rate  up  to  the  present  time. 

Q.  You  then  charged  the  premium  recited  on  the  first  page — 
first  premium  for  the  first  year  ?     A.  Yes,  sir. 

Q.  And  you  have  maintained  that  in  cases  of  ages  under  forty 
to  the  present  time  ?     A.  Yes. 

Q.  The  accumulations  being  sufficient  to  make  an  increase  un- 
necessary ?     A.  That  is  so. 

Q.  Now,  at  ages  of  forty  and  over,  what  have  you  done  ?  A. 
We  had  to  increase  the  rates  because  the  surplus  at  both  ages  was 
not  enough? 

Q.  How  did  you  increase  the  rates,  I  mean  to  what  extent  ?  A. 
I  shall  read  a  typical  example. 

Q.  Yes.  Have  you  a  record  of  policies  before  you?  A.  I 
have  a  record  of  each  fifth  age,  similar  to  the  schedule  I  submitted 
to  you  in  the  other  evidence. 

Q.  Gro  on.  A.  Take  the  year  of  issue  1893,  age  of  entry  fifty, 
premiiims  charged  in*1893,  1894,  1895  and  1896,  were  $22.64  per 
thousand.  The  next  year,  $26.70,  the  same  the  second  year.  The 
following  year  $31.14  for  two  years.  The  year  following  that 
$34.04,  which  is  the  rate  up  to  date. 

Q.  How  do  those  compare  with  the  rates  stated  in  the  sched- 
ule?    A.  They  are  far  within  the  schedule  rates  in  every  case. 

Q.  Now,  I  call  your  attention  to  a  letter  received  from  Mr. 
H.  Clay  Evans  formerly  Consul  General  at  London,  addressed 
■to  the  Chairman  of  the  Committee  in  which  he  says,  "I  invite 
your  attention  to  the  Provident  Savings  Life  Society,  of  New 
York,  29  Broadway.  I  insured  here  with  their  agent,  taking 
policy  No.  31,768,  and  paid  .'F'202.60  for  ten  years;  was  assured  by 
their  agent,  E.  J.  Duffy,  who  is  still  resident  here,  that  my  policy 
was  a  straight  life  policy,  no  dividends,  no  assessments,  and  rate 
will  be  the  same,  no  more,  no  less.  I  paid  ten  annual  premiums 
124 
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of  $202;  then  my  rate  was  raised  twenty-five  per  cent,  per  annum, 
and  they  claimed  a  right  to  raise  it  any  time." 

Q.  Now  what  sort  of  a  policy  did  Mr.  Evans  have?  A.  I  can 
only  assume  that  it  was  one  of  the  form  that  yon  have  read. 

Q.  Can  you  identify  it  in  the  record?  A.  I  cannot  identify  the 
individual  policy.  If  I  had  known  the  policy  number  I  could 
have  done  so  from  the  record. 

Q.  Have  you  raised  the  rates  on  any  other  policies  than  those 
of  the  form  Exhibit  No.  718  ?  A.  Yes,  and  similar  forms  repre- 
senting the  only  forms  on  which  premiums  have  been  raised  iri 
that  way. 

Q.  What  do  you  mean  by  similar  forms  ?  A.  Slight  variations 
in  the  wording.  For  example,  I  observe  in  your  reading  there, 
you  read,  "  the  amount  so  retained  on  account  of  this  policy 
will  be  used  toward  offsetting  the  increasing  premiums."  The 
next  form  that  was  issued  changed  that  clause  a  little,  saying, 
"  the  amount  so  retained  will  be  used  toward  offsetting  the  other- 
wise unavoidable  increase." 

Q.  Have  you  that  form  ?    A.  I  am  afraid  not. 

Q.  The  language  was  used  to  offset  the  otherwise  unavoidable 
increase.  There  is  a  letter  from  a  gentleman  in  Hlinois,  who 
say", : 

"  In  connection  with  the  present  investigation  of  life  insur- 
ance companies,  I  respectfully  submit  the  enclosed  policy,  taken 
out  May  11th,  1886,  and  on  which  the  premiums, have  increased 
from  $7.94  per  quarter  to.  over  $40.00  per  quarter.  This  makes 
the  premium  rate  absolutely  prohibitive,"  and  the  company  re- 
fuses to  pay  any  surrender  value  for  the  policy.  The  company 
represented,  through  their  agent,  when  the  policy  was  returned 
that  the  rate  of  premium  would  not  materially  increase,  but  that 
the  dividends  would  keep  them  down.  The  dividends  have  been 
absolutely  ridiculous." 

Now,  what  sort  of  policy  does  that  refer  to?  A.  This  is  an 
older  form,  yearly. renewable  term,  more  nearly  like  the  policy 
of   Owen. 

Q.  Nearly  like  the  Owen  policy?  A.  I  think  it  is  different 
in  several  respects  from  that  policy. 

Q.  Why  have  you  found  it  impossible  to  keep  the  rates  down 
in  connection  with  policies  at  age  40  or  over,  under  form  Ex- 
hibit 718  ?  A.  Because  the  mortality  presented  affects  older 
ages  more  than  it  does  younger,  and  an  increase  therefore  is 
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more  effective  when  the  mortality  rate  is  say  twenty  dollars  per 
thousand  than  it  is  when  the  mortality  rate  is  only  ten  per  thou- 
sand. 

Q.  Did  you — ^when  I  say  you  I  do  not  refer  to  you  personally. 
A.  I  understand. 

Q.  But  did  the  company,  in  fixing  the  rate  on  this  form,  of 
policy,  use  the  American  experience  table?    A.  Yes. 

Q.  And  if  you  had  given  the  policyholders  the  benefits  without 
dividing  them  into  classes  you  would  not  have  exceeded  in  your  ex- 
perience the  table  on  which 'the  rates  were  based?  A.  No,  that  is 
not  used.     All  policies  issued  after  1889  are  treated  in  one  class. 

Q.'  These  policies  were  issued  before  1889  ?  A.  Those  policies 
were  issued  before  1889.    The  dividing  line  was  1889. 

Q.  Why  was  that  dividing  line  first  drawn  in  that  year  1889? 
A.  It  was  drawn — no,  it  was  drawn  largely  on  my  recommendation 
on  examining  the  classes  of  contracts  that  were  issued,  and  seeing 
that  in  1899  certain  policies  were  issued  stating  that  the  mortality 
of  the  Society  would  be  used  in  computing  the  premium. 

Q.  So  that  some  time  since  1901  that  line  was  drawn?  A. 
That  is  right. 

Q.  About  what  time  ?  A.  I  think  1902.  Since  that  date  the 
difference  has  been  made. 

Q.  Then  down  to  1902  you  had  dealt  with  all  your  policies  on 
the  basis  that  the  policyholder  was  entitled  to  the  benefit  of  the 
entire  experience  of  the  company?  A.  Yes,  but  I  cannot  speak 
for  the  method  of  calculation  formerly  used. 

Q.  Yes,  but  so  far  as  you  knew  that  was  the  case  ?  A.  As  far 
as  I  know  that  was  the  case ;  yes,  sir. 

Q.  And  since  1902  you  have  adopted  the  same  policy  except  as 
to  policies  issued  prior  to  1899  ?    A.  That  is  so. 

Q.  But  as  to  policies  issued-  prior  to  1889,  you  have  divided 

them  into  classes A.  ISTo,  we  -have  treated  them  all  prior  to 

1889  as  one  class. 

Q.  Yes,  you  have  made  one  class  prior  to  1889  ?    A.  Yes. 

Q.  Upon  what  language  of  the  policy  of  the  forms  that  have 
been  shown  here  did  you  base  that?  A.  I  think  you  have  not 
read  one  of  the  policies  on  which  I  did  base  that. 

Q.  Take  the  Owen  policy,  for  example — upon  what  language 
in  that  policy  did  you  base  that  right  of  segregation  ?  A.  This  iis 
January,  188Y,  I  observe.  Therefore  it  comes  in  the  old  series. 
The  new- series  began  with  a  policy  of  which  I  will  read  (me  of 
the  clauses. 
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Q.  I  am  calling  attention  to  the  old  seiies,  since  it  is  tlie  old 
series  which  you  put  in  a  class  by  themselves  in  1889.  What 
clause  was  there  in  the  policy  which  justified  that  action;  what 
right  had  you  to  pick  out  policies  back  of  1889  and  say,  we  will 
treat  them  as  a  separate  class,  and  treat  them  accordingly  and 
raise  the  rates  if  the  mortality  exceeds  the  expected  rate  ?  A. 
The  absence  of  anything  in  the  policy  and  thQ  provisions  of  a 
different  clause  in  subsequent  policies  seem  to  draw  a  dividing 
line  at  that  date. 

Q.  The  subsequent  clause  was  introduced  when?     A.  1889. 

Q.  There  was  nothing  in  the  policies  then  prior  to  that  time 
upon  which  you  justified  it,  but  it  was  because  of  the  absence  of 
what  was  subsequently  included?      A.  Yes,  sir. 

Q.  Tell  me  what  was  subsequently  included  ?  A.  I  am  afraid 
I  will  have  to  do  it  from  memory.  (Referring  co  papers.)  A 
clause  in  certain  policies  reading  as  follows: 

"  Provided  the  mortality  in  this  Society  shall  be  as  favorable 
in  the  future  as  it  has  been  in  the  past  in  the  largest  and  best  of 
the  other  companies  (thus  far  it  has  been  more  favorable)  this 
insurance  will  be  extended  and  renewed  during  the  whole  expec' 
tation  or  probable  lifetime  of  the  insured  at  the  rates  of  premium 
charged  for  the  first  year  only  of  the  policy." 

Q.  And  this  was  put  in  force  in  1889  ?      A.  Yes,  sir. 

Q.  Was  it  a  true  statement  that  the  mortality  in  the  Society 
had  been  up  to  that  time  more  favorable  than  in- the  largest  and 
best  of  other  companies.  A. -I  think  so,  as  far  as  I  have  seen, 
that  is  a  true  statement. 

Q.  And  because  that  clause  was  put  in  the  policies  issued  after 
1889  you  testified  the  setting  aside  of  the  earlier  policies  and  treat- 
ing their  mortality  upon  an  independent  basis?  A.  Yes,  that 
is  so. 

Q.  Suppose  you  had  left  those  policies  as  -they  were  before, 
entitled  to  the  benefit  of  the  general  experience  of  the  company, 
would  it  have -been  necessary  to  raise  the  rates?  A.  The  rates 
under  these  old  policies  are  increased  every  year  as  a  matter  of 
course.  It  only  affects  the  dividend  or  calculation  at  the  end  of 
a  five  year  period.         / 

Q.  You  have  spoken  of  an  increase  in  rates  due  to  increased 
mortality.  Would  that  have  been  necessary  if  you  had  left  the 
policies  to  share  in  the  general  experience  of  the  company  instead 
<if  segregating  them  ?     A.  Yes,  it  would  have  been. 
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Q.  To  the  same  extent?  A.  Exactly  to  the  same  extent.  We 
have  attained  the  same  schedule  of  increases  since  the  date  of 
Shepard  Homans. 

Q.  I  do  not  think  you  understand  me,  because  if  that  were  so 
it  would  not  have  been  necessary  for  you  to  make  the  segrega- 
tion. I  have  asked  you  with  reference  to  the  increase  of  rates 
on  policies  put  in  a  class  by  themselves  issued  prior  to  1889, 
which  you  have  said  was  due  to  the  increased  mortality  under 
policies  of  that  class.  Now,  if  they  have  not  been  put  in  a  class 
by  themselves  the  increase  would  not  have  been  as  great?  A. 
Excuse  me.  I  do  not  think  I  said  the  increase  in  the  rate  was 
due  to  increased  mortality  in  that  class. 

Q  To  what  was  it  due  ?  A.  The  increase  is  due  to  the  in- 
crease thai  has  been  every  year  by  those  policies. 

Q.  You  have  not  increased  them  after  age  forty?  A.  You 
are  speaking  of  another  class.  You  read  on  the  policy  of  1893, 
on  which  the  rates  have  not  been  increased  under  age  forty,  but 
this  old  form  you  are  now  speaking  is  a  form  where  the  rate  has 
been  increased  every  year,  and  the  only  effect  of  the  change  of 
the  allocation  of  these  policies  is  to  change  the  dividend  question, 
the  siirplus  question. 

Q.  Now,  Mr.  Evans  says  he  took  a  policy  and  paid  $202  pre- 
mium for  ten  years,  and  then  his  rate  was  raised  25'  per  cent. 
That  is, a  case  where  the  rate  was  raised  25  per  cent,  upon  a  pol- 
icy issued  before  1889.  "Why  was  it  done?  A.  Was  this  policy 
issued  prior  to  1889? 

Q.  Well,  if  he  paid  premiums — well,  I  am  not  sure  of  that;  no. 
A.  I  do  not  think  it  is  possible. 

Q.  You  do  not  think  it  was?     A.  No. 

Q.  Did  you  raise  the  rates  on  policies  issued  prior  to  1889 
because  of  an  increased  mortality?  A.  I  can  answer  the  ques- 
tion whether  it  was  issued  prior  to  1889.  (Eeferring  to  paper.) 
This  policy  was  certainly  issued  after  1890,  I  know,  by  the  pol- 
icy number. 

Q.  Then  you  can  answer  the  question  whether  you  did  raise 
the  rates  of  policies  issued  before  1889  because  of  the  increase 
in  the  mortality  rate  on  those  policies  ?  A.  We  did  not.  Those 
premium  rates  increased  naturally  and  every  year  in  accordance 
with  the  schedule  which  has  been  in  use  for  years  in  the  society. 

Q.  Why  did  you  put  them  iu  a  class" by  themselves?  A.  For 
dividend  distribution  only. 
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Q.  Then,  instead  of  an  increase  in  rates,  there  was  a  decrease 
in  dividends?     A.  Yes. 

Q.  And  as  the  dividends  went  against  the  premiums,  in  effect 
the  insured  had  to  pay  more  ?    A.  That  is  so. 

Q.  What  was  the  reason  for  doing  that;  why  did  you  put 
those  in  a  class  by  themselves  for  that  purpose?  A.  Because 
they  all  along  have  proved  so  very  expensive  policies  to  carry. 

Q.  For  what  reason?  A.  The  heavy  mortality  to  which  they 
were  subject. 

Q.  There  we  are  again.     Then  you  did,  as  I  understand,  put 
those  policies  in  a  class  by  themselves  because  of  the  heavy  mor-  ^ 
tality?    A.  Yes,  sir. 

Q.  And  if  they  had  not  been  put  in  a  class  by  themselves  it 
would  not  have  been  necessary  to  reduce  the  dividends  at  least 
to  the  same  extent?  A.  Not  to  the  same  extent,  but  many  of 
these  dividends  were  paid  at  the  end  of  a  ten  year  period  and 
before  this  separation  was  made. 

Q.  Yes,  but  aftei  the  expiration  of  the  ten  year  period?  A. 
The  dividends  after  the  expiration  only  depends  on  the  five  years 
next  succeeding. 

Q.  You  had  this  heavy  mortality  when  you  treated  these  pol- 
icies as  a  class,  and  you  put  them  in  a  class  in  order  that  you 
covild  compute  the  mortality  on  the  class  taken  by  itself?  A. 
Yes. 

Q.  And  the  result  was  to  give  the  policyholder  much  less  fa- 
vorable results  in  dividends  than  he  would  have  received  than 
had  he  been  entitled  to  the  general  experience  of  the  company? 
A.  Yes. 

THE  CHAIRMAlSr:  I  may  be 'obtuse,  but  I  do  not  under- 
stand how  the  witness'  testimony  and  the  statement  of  that  1889 
policy  can  both  stand.     Do  you? 

MR.  HUGHES:  What  statement  do  you  refer  to? 

THE  CHAIEMAW:  The  statement  that  provided  the  rate  of 
mortality  continues  to  be  as  favorable  as  it  has,  with  a  parenthet- 
ical statement  that  thus  far  it  has  been  more  favorable  than  in 
large  companies. 

MR.  HUGHES:  You  mean  you  do  not  understand  how  that 
justified  the  separate  class? 
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THE  CHAIEMAlSr:  The  witness  states  that  the  segregation 
of  these  policies  before  1889  was  because  of  a  higher  mortality 
in  that  class;  then  in  1889  they  issued  a  policy  making  a  bald 
statement  apparently  that  thus  far  tlieir  rate  of  mortality  has 
been  lower  than  in  any  other  old  lino  company. 

ME.  HUGHES:  I  think,  Mr.  Chairman,  that  one  statement 
the  witness  made  should  be-  taken  into  consideration  in  that 
connection,  that  the  line  was  drawn  in  1902,  the  separation 
was  made  in  1902.  And  I  understood  him  to  say  that  the  rate  of 
mortality  was  then  ascertained  to  have  been  greater,  and  for 
the  purpose  of  division  he  took  the  existence  of  this  class  in 
policies  existing  in  1889  as  a  justification  for  the  separation  of 
policies  into  two  classes,  those  issued  before  1889  and  those 
after. 

THE  CHAIRMAN:  A  statement  was  made  in  1889,  was  it 
not? 

MR.  HTJGHES:  Yes. 

THE  CHAIEMAIST:  From  the  facts  as  apparent  by  the  tes- 
timony of  this  witness,  the -statement  was  true  or  was  not  true. 

Q.  How  is  that  ?  A.  I  think  the  statement  was  true.  It  was 
in  1889. 

BY  THE  CHAIEMAJ^: 

Q.  How  could  it  have  been  true  in  view  of  the  answer  to  one 
of  your  questions,  that  the  reason  for  segregating  these  poli- 
cies was  because  of  the  high  rate  of  mortality  ?  A.  Because  the 
rate  of  mortality  since  1889  has  increased  very  rapidly,  and 
specially  on  those  old  policies.     Perhaps  I  should  explain 

ME.  HUGHES:  I  understand  the  witness'  statement  to  be 
that  looking  in  1902  to  the  policies  issued  prior  to  1889  he  found 
a  higher  rate  of  mortality.  Then,  instead  of  treating  those 
policies  as  they  had  been  previously  treated,  as  entitled  to  the 
benefit  of  the  company's  experience  as  a  whole,  he  took  occasion, 
by  reason  of  this  clause  inserted  in  policies  issued  in  the  year 
1889~and  subsequently,  to  draw  a  line  separating  those  policies 
from  the  policies  issued  later  and  thereby  diminished  the  re- 
turns to  the  earlier  policyholders. 

THE  CHAIEMAlSr:  Do  I  understand  that  the  high  rate  if 
mortality  developed  after  1889? 
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MR.  HUGHES:    That  is  what  I  understood  the  witness  to  say. 

THE  WITNESS:  That  is  so;  yes,  sir. 

THE  OHAIEMAN:  And  prior  to  1899  there  was  no  excess 
in  mortality? 

THE  WITNESS:  That  is  right.  Perhaps  I  should  explain 
further  that  when  I  came  to  examine  these  contracts  it  seemed  to 
me  that  the  yearly  renewable  term  policies  should  be  treated  in  a 
class  by  themselves,  when  I  came  with  the  Provident  Savings  and 
examined  the  policy  contract  I  found  that  could  not  be  properly 
done  because  of  this  clause  in  several  of  the  policies,  and  that  is 
what  put  it  into  my  mind  that  it  was  right  to  draw  a  dividing  line 
in  that  way. 

BY  ME.  HUGHES: 

Q.  The  result  of  that  was  to  benefit  the  present  administration 
by  showing  better  returns  for  later  years?  A.  Not  the  present 
administration,  because 

Q.  Well,  I  mean  the  policies  since  1889  ?     A.>  Since  1889,  yes. 

Q.  So  that  it  comes  to  this  point,  as'  to  whether  these  words  in- 
cluded in  this  policy  furnished  any  reasonable  grounds  for  that 
discrimination.     That  is  what  it  comes  to  ?     A.  Yes. 

Q.  Those  words  are  "  provided  the  mortality  in  this  society 
shall  be  as  favorable  in  the  future  as  it  has  been  in  the  past  in  the 
largest  and  best  of  other  companies  (thus  far  it  has  been  more 
favorable)  this  insurance  will  be  extended  and  renewed  during 
the  whole  expectation  of  probable  lifetime  of  the  insured  at  the 
rate  of  premium  charged  for  the  first  year  of  the  policy."  What 
is  there  in  that  which  justified  your  dealing  with  earlier  policies 
on  any  different  basis  ?  A.  There  is  the  introduction  of  the  clause 
for  the  first  time,  which  makes  it  clear  that  these  policies  have  to 
be  treated  with  other  policies  of  the  society. 

Q.  These  policies  have  ?  A.  These  policies  have  to  be  treated 
with  other  policies  of  the  society. 

Q.  But  you  do  not,  you  treat  them  only  with  those  issued  after 
1889.  You  did  not  treat  the  policies'  issued  in  1889.. with  others  of 
the  society,  but  only  with  those  of  the  class  which  you  have  cre- 
ated? A.  As  a  matter  of  fact,  we  treat  them  with  those  of  the 
society.     We  take  the  whole  class 

Q.  And  take  these  out  of  them  ?  Now,  that  has  led  to  a  con- 
siderable confusion  among  your  policyholders,  has  if  not,  that  in- 
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crease  in  rate  ?  A.  I  think  not,  because  this  was  the  introduction 
of  an  entirely  new  kind  of  policy  with  the  provision  of  allocation 
of  surplus  in  an  entirely  different  wf^y.  Under  the  old  policies  the 
premiums  were  increased  annually,  as  a  matter  of  course,  as  I  ex- 
plained before. 

Q.  Then,  on  the  policies  issued  after  1889  you  did  not  —  when 
I  say  you,  I  mean,  of  course,  your  company,  for  you  were  not  with 
the  company  before  1901  —  your  company  did  not  anticipate  that 
increase  would  be  required  'i  It  appears  from  Mr.  Evans'  letter, 
and  the' statement  of  the  agent  A.  I  am  afraid  I  do  not  under- 
stand the  question  altogether. 

Q.  It  appears  that  the  agent  repre'--  ited  to  Mr.  Evans  that 
there  would  be  no  increase.  A.  The  policy  states  that  the  policy 
has  to  be  used  to  maintain  the  premiums  level  as  far  as  it  possibly 
will  go. 

Q.  And  it  was  anticipated  that  that  surplus  would  be  sufficient 
to  keep  them  level  ?  A.  It  was  anticipated  that  the  surplus  would 
be  sufficient  to  keep  them  level  during  the  expectation,  but  not 
thereafter. 

Q.  During  what  expectation?  A.  During  the  expectation  of 
life.     That  is  not  for  the  whole  duration  of  the  policy. 

Q.  Yes,  but  here  is  a  policy  that  is  apparently  within  the  ex- 
pectation.    A.  I  do  not  know  the  age  of  this  policyholder.   . 

Q.  Can  you  find  out.?     A.  We  can  find  out.  ■ 

ME.  GILBEKT :  I  will  send  and  find  out.  What  is  the  num- 
ber? 

MK.  HUGHES:  No.  37,768. 

Q.  The  point  is,  you  put  in  your  policies  a  clause  that  a  surplus 
would  be  applied  so  as  to  offset  an  increase  of  premiums,  at  least 
so  far  as  it,  was  available  ?     A.  Yes. 

Q.  And  your  company  encouraged  the  belief  that  would  be  suf- 
ficient to  maintain  premiums  level  during  the  expectation  of  life  ? 
A.  I  think  that  is  the  case,  although  I  cannot  speak  much  about  it. 

Q.  And  it  was  a  very  natural  thing  that  agents  anxious  to  get 
insurance  should  have  represented  very  strongly  what  they  might 
hare  believed,  fully,  that  that  would  be  the  case  ?     A.  Yes. 

Q.  But  when  we  come  to  the  actual  result  we  find  there  is  a 
disappointment,  that  the  surplus  is  not  sufficient,  and  the  result  is 
considerable  complaint  on  the  part  of  policyholders  ?    A.  Yes. 
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Q.  And  by  writing  your  policies  on  this  score  you  have  prac- 
tically a  stipulated  premium  basis,  have  you  not  ?  A.  I  scarcely 
think  so.  There  is  no  assessment  clause.  The  premiums  are  ab- 
solutely guaranteed. 

Q.  'No,  that  is  to  say,  you  cannot  go  beyond  certain  maxima 
that  are  fixed?    A.  Yes. 

Q.  To  that  extent  it  differs  from  a  stipulated  premium?  A. 
Perhaps  I  should  add  further  that  the  policyholders  in  that  clause 
have,  as  a  matter  of  fact,  had  remarka/bly  cheap  insurance. 

Q.  Yes.    A.  That  is  a  point  that  should  not  be  forgotten. 

Q.  Yes,  but  they  believed  that  their  insurance  should  continue 
cheap.  The  whole  point  is  that  you  were  on  an  impossible  basis, 
that  is  to  say,  you  could  not  give  the  insurance  at  the  rates  which 
were  promised  in  effect  ?  A.  Certainly  not  for  the  initial  age  of 
entry.   That  would  be  an  utter  impossibility. 

Q.  So  it  is  another  illustration  of  the  gratuity  of  putting  insur- 
ance upon  a  cheap  basis  with  a  provision  for  increasing  premiums 
which  are  to  be  offset  by  di^adends  gained  by  a  surplus,  which  in 
the  absence  of  extraordinary  fortune  will  never  materialize?  A. 
That  is  so.  The  natural  premium  plan  invariably  results  in  heavy 
mortality  rates. 

Q.  Why  is  that  ?  A.  Because  the  policyholders  come  in,  get 
their  policies,  and  in  the  course  of  a  year  or  two  they  can  be  too 
easily  switched  to  another  company,  because  they  can  get  no  cash 
value,  no  surrender  value  for  their  policies ;  they  can  only  switch 
the  healthy  lives;  the  unhealthy  cannot  get  other  insurance  and 
remain. 

Q.  Theoretically,  it  is  a  perfect  system  ?  A.  It  is  a  beautiful 
system. 

Q.  Because  each  man  pays  what  the  cost  of  his  insurance  is  at 
a  given  age?    A.  Yes. 

Q.  And  nothing  but  the  cost  if  the  company  is  properly-  man- 
aged?    A.  Yes,  sir. 

Q.  But  the  difficulty  is  that  as  the  rates  increase  the  healthy  men 
are  inclined  to  get  out,  who  can  get  insurance  elsewhere  ?    A.  Yes. 

Q.  And  the  other  impaired  lives  stay  in  and  the  rate  of  mor- 
tality increases,  and  there  is  general  disappointment  with  the  re- 
sult ?  A.  It  increases ;  it  is  much  more  because  the  unhealthy  stay 
in,  and  there  is  great  difficulty  in  getting  new  members.  There  is 
a  sort  of  double  turn  on  that  account. 
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Q.  Suppose  you  put  it  right  out  plainly  on  your  policy  in  flaring 
headlines,  if  you  will,  just  what  a  man  would  get  into  if  he  went 
into  an  insurance  plan  of  that  sort,  do  you  think  you  would  write 
much  insurance  on  that  basis  ?    A.  I  think  not. 

Q.  Have  you  at  present  form*)  of  policies  in  use  which  provide 
for  increasing  rates  ?   A.  Yearly  renewable  rates,  no. 

Q.  When  did  you  discontinue  these  yearly  renewable  term  poli- 
cies? A.  Practically  in  1897,  but  there  have  been  one  or  two 
issues  since,  I  think  in  1901. 

Q.  What  kind  of  policies  have  you  issued  since  ?  A.  Mostly  — 
well,  we  have  life,  limited  payment  life,  twenty-year  term  policies, 
and  a  good  many  policies  of  a  form  which  is  called  combined  term 
and  renewal  option  policies. 

Q.  Well,  that  is  a  preliminary  term  ?  A.  It  is  a  five-year  term 
with  the  option  to  renew.  Then  most  of  our  policies  in  addition 
to  that,  most  of  our  present  policies  contain  a  preliminary  term 
feature. 

Q.  Ton  have  what  is  known  as  the  preliminary  term,  too,  pre- 
liminary term  of  one  year  ?    A.  Yes. 

Q.  How  much  of  your  business  do  you  write  on  the  preliminary 
term  basis  ?  A.  About  35  or  40  per  cent.,  I  believe. 

Q.  What  is  the  difference  between  the  valuation  between  those 
preliminary  term  policies  under  the  rule  of  the  Massachusetts  De- 
partment and  the  valuation  under  the  valuation  of  the  ITew  York 
Insurance  Department?  A.  The  Massachusetts  Department  re- 
fuses to  recognize  the  double  part  of  the  contract.  They  refuse 
to  admit  that  it  is  a  one-year  term  contract  with  renewal  rate 
thereafter.  The  New  York  Department  takes  the  contract  as  it  is 
written,  and  construes  it  accordingly. 

Q.  What  is  the  general  difference  in  dollars  and  cents  in  the 
gain  of  your  liabilities  on  December  31st,  1904,  due  to  that  differ- 
ence in  valuation  ?  A.  I  can  give  you  the  difference  between  the 
New  York  and  Massachusetts  Department  from  the  books. 

(Book  handed  witness.) 

The  difference  in  valuation  between  the  New  York  and  Massa- 
chusetts Department  is  $606,000. 

Q.  Is  there  a  difference  between  the  rulings  of  the  New  York 
and  Massachusetts  Department  with  regard  to  the  recognition  of 
liens  upon  your  policies  as  assets  ?    A.  There  is  no  difference  now. 

Q.  Was  there  at  one  time  ?    A.  There  was. 
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Q.  When?    A.  I  think  from  1901  to  1903. 

Q.  And  did  the  Massachusetts  Department  change  its  ruling 
finally  and  come  into  accord  with  the  New  York  and  other  depart- 
ments? A.  It  changed  its  ruling  as  recommended  by  the  Attor- 
ney-General of  Massachusetts  if  I  remember. 

Q.  What  was  the  rule  originally,  and  what  is  it  now?  A.  The 
ruling  originally  was  that  the  lien  should  be  deducted  from  the 
face  value  of  the  policy  and  the  difference  treated  as  a  new  policy 
taken  at  the  attained  age.  This  was  entirely  unfair,  especially 
under  a  limited  payment  policy.  The  ruling  now  is  that  the  poli- 
cies be  treated  as  they  were  written  for  their  face  values  dated 
back  for  the  number  of  years  to  the  date  shown  on  the  policy  itself 
and  that  the  lien  be  deducted  as  an  asset  on  the  other  side  of  the 
account,  the  policy  itself  being  charged  as  a  corresponding  lia- 
bility. 

Q.  With  regard  to  the  continuation  of  preliminary  term  poli- 
cies, what  was  done  in  Massachusetts?  Was  there  a  contest  over 
your  right  to  have  the  policies  valued  as  they  are  in  New  York? 
A.  There  was. 

Q.  Was  there  a  contest  in  the  Courts?    A.  There  was. 

Q.  Did  it  go  to  the  Supreme  Court  of  the  State?    A.  Yes. 

Q.  What  did  the  Suj)reme  Court  of  Massachusetts  hold  ?  A.  If 
I  remember  rightly  the  Supreme  Court  of  Massachusetts  did  not 
decide  on  the  contract  at  all.  They  merely  stated  that  they  did 
not  review  the  decision  of  the  Commissioner  of  Insurance. 

Q.  That  that  was  a  matter  for  him  to  determine,  and  in  the 
absence  of  fraud  or  gross  impropriety,  of  course  the  Courts  would 
not  interfere,  is  that  the  substance  of  it?    A.  Yes,  I  think  so. 

Q.  Has  the  matter  been  before  the  Courts  of  ISTew  York  so  far 
as  you  remember?  A.  I  think  not.  It  has  been  before  the  Courts 
of  Vermont  on  two  occasions. 

Q.  Now,  despite  the  agreement  in  certain  of  your  policies 
which  have  been  introduced  in  evidence  for  a  25  per  cent,  contract 
reserve,  the  Department,  in  fact,  held  you  to  that  reserve  as  a 
contract  liability  ?  A.  No,  but  is  there  a  provision  in  our  contract 
for  a  25  per  cent,  reserve? 

Q.  Well,  without  going  into  a  discussion  of  that'  point,  but 
merely  to  elicit  the  facts,  you  have  never  been  compelled  by  any 
department  to  treat  that  as  a  liability  ?    A.  No. 

Q.  Suppose  you  had  been  compelled  to  treat  that  as  a  liability, 
what  would  have  been  the  consequence  with  reference  to  the 
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maintenance  of  your  rates  or  their  increase?  A.  I  tliiiik  it  would 
liave  had  no  effect  whatever. 

Q.  Yon  think  you  could  have  maintained  the  same  rates?  A. 
Maintained  the  same  position  we  do  now. 

Q.  Without  increase?    A.  Yes. 

Q.  What  is  your  judgment  with  regard  to  the  propriety  of  pre- 
liminary term  insurance?  A.  Preliminary  term  insurance  has  had 
a  very  useful  effect,  I  think,  in  this  country.  It  became  absolutely 
necessary  because  of  the  impossibility  of  founding  any  new  com- 
pany to  compete  with  the  large  companies  "'with  large  surpluses, 

Q.  When  did  you  introduce  preliminary  term  ?    A.  1898. 

Q.  Then  you  did  not  go  into  it  because  you -were  a  new  com- 
pany ?  A.  No,  but  because  of  the  necessity  for  putting  up  large 
reserves  and  writing  a  new  class  of  policy  to  reduce  the  average 
mortality  against  the  old  policies. 

Q.  The  whole  point  was  you  wanted  more  money  to  get  new 
business  ?  A.  That  is  the  whole  device  of  preliminary  term  insur- 
ance. 

Q.  Certainly.  In  other  words,  you  wanted  to  be  free  from  the 
reserve  law  to  enable  you  to 'compete  with  other  companies  in  get- 
ting new  business  ?    A.  Yes. 

Q.  And  that  is  thought  to  be  accomplished  by  the  preliminary 
term  arrangement  which  in  effect  frees  you  from  the  necessity  of 
a  reserve  at  the  end  of  the  first  year  ?    A.  That  is  so. 

Q.  Do  you  write  deferred  dividend  policies  ?    A.  We  do. 

Q.  What  portion  of  your  business  is  deferred  dividend  business  ? 
A.  I  think  I  gave  you  a  written  statement  to  the  effect  that  it  was 
some  Y8  per  cent.    I  have  never  investigated 

Q.  (Handing  paper)  Is  this  the  statement  to  which  you  refer  ? 
A.  Yes,  sir,  that  is  it. 

MK.  HUGHES :  I  will  read  it :  "  The  proportion  of  outstand- 
ing policies  entitled  to  annual  dividends  is  Y8.2  per  cent,  of  the 
total.    The  balance,  7.2  of  the  total,  is  non-participating  business." 

Q.  Will  you  state  the  method  by  which  you  calculate  the 
amount  to  be  paid  as  deferred  dividends  ?  (Handing  paper.)  Is 
this  a  complete  statement  that  you  now  hand  me,  an  accurate  de- 
scription of  your  methods  ?    A.  That  is  an  accurate  description. 

ME.  HUGHES :  That  may  be  briefer  than  to  elicit  it  in  testi- 
mony.   I  will  offer  it  in  evidence. 

(Paper  admitted  in  evidence  and  marked  Exhibit  719.) 
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Mr.  Hughes  then  read  Exhibit  ISTo.  719, 

Q.  Now,  the  first  illustration  card  or  sheet  shows  the  alloca- 
tion of  the  premiums  and  the  growth  of  the  surplus  or  deficiency, 
and  that  is  the  sheet  now  shown  you  ?    A.  I  believe  so. 

MK.  HUGHES :    I  will  have  that  marked  for  identification. 

(Paper  marked  Exhibit  729  for  identification.) 

Q.  Now,  this  table  is  made  up  with  reference  to  the  policies  of 
a  given  year  of  issue  ?    A.  That  is  so. 

Q.  And  with  reference  to  a  given  age  ?    A.  Yes. 

Q.  At  which  the  policy  is  issued  in  such  year  ?    A.  Yes. 

Q.  And  it  shows  the  result  of  your  calculation  as  to  the  pre- 
miums after  the  first  year  less  annual  expense  charge  of  $4  per 
thousand,  taking  the  year  of  issue  for  example,  1889,  the  cost  of 
insurance  over  period,  increased  by  mortality  factor,  the  surplus 
or  deficiency,  the  ma,ximum  premium  under  contract  and  the  gross 
premium  charge  for  subsequent  years?    A.  Yes. 

Q.  The  surplus  or  deficiency  is  ascertained  by  taking  the  differ- 
ence between  the  premiums  as  to  the  first  year  less  the  annual  ex- 
pense charge  of  $4  per  thousand  and  deducting  from  that  the  cost 
of  insurance  over  a  period  increased  by  the  mortality  factor  ?  A. 
That  is  right. 

Q.  The  maximum  premium  under  contract  is  taken  from  the 
contract  itself?    A.  Yes,  sir. 

Q.  The  gross  premium  charge  for  the  subsequent  years  is 
arrived  at  in  what  way?  A.  The  surphis  has  to  be  applied  to 
maintain  the  original  premium  level  as  far  as  it  will  go.  ISTo 
increase  is  made  until  the  surplus  is  exhausted. 

Q.  It  appears  from  this  illustration  you  have,  in  the  year  of 
issue,  1889,  taking  age  at  issue  25,  that  the  premium  after  the  first 
year  less  annual  expense  charge  of  $4  was  $9.75  per  thousand? 
A.  Yes. 

Q.  That  means  that  the  total  premium  was  $13.75?  A.  That 
is  so. 

Q.  Then  you  find  that  the  cost  of  insurance  over  the  period 
increased  by  the  mortality  factor  was  in  1890  $8.94?    A.  Yes. 

Q.  How  do  you  get  that?  A.  The  mortality  factor  is  shown 
at  the  left  side  there. 

Q.  Yes.  A.  And  that  is  multiplied  by  the  tabular  experience 
for  that  age. 
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Q.  As  a  result  you  have  a  surplus,  comparing  the  $9.75  with 
the  cost  of  $8.94,  amounting  to  81  cents. 

Q.  But  you  leave  the  premiima  for  the  next  year  the  same,  to 
■wit,  the  full  premium  of  $13.75.  "What  do  you  do  with  the  sur- 
plus ?  A.  It  is  carried  forward  to  the  credit  of  the  policy  in  ac- 
cordance with  the  contract. 

Q.  And  not  applied  against  the  dividend,  because  the  dividends 
have  not  gone  above  the  initial  cost,  the  initial  premium?  A. 
^o;  the  surplus  has  to  be  applied  to  maintain  the  premium  level. 

Q.  That  i?  whaf  I  say;  and,  therefore,  you  have ■ 

MR.  GILBERT:  You  use  the  word  "dividend." 
MR.  HUGHES:  I  will  correct  that. 

Q.  Instead  of  crediting  this  surplus  against  the  premium  you 
credited  it  in  the  policyholder's  account,  because  his  premium 
remained  at  the  amount  of  the  first  year's  premium?  A.  Ye^; 
that  is  right. 

Q.  Now,  the  next  year  you  take  the  total  premiums  after  de- 
ducting the  $4  per  thousand  for  each  year?    A.  Yes. 

Q.  And,  as  before,  calculate  the  surplus?    A.  Yes. 

Q.  But  that  surplus  is  carried  into  the  policyholder's  account 
as  long  as  you  are  abls  to  keep  the  premium  at  the  amount  stated 
the  first  year?    A.  That  is  right. 

■  Q.  The  second  exhibit,  Exhibit  B,  shows  the  nature  of  the  cal- 
culation in  exchange  cases,  where  there  has  been  a  loan?  A, 
Yes,  sir. 

MR.  HUGHES:  I  will  have  that  marked  for  identification. 

(Paper  minted  Exhibit  721  for  identification.) 

Q.  And  the  third  card,  C,  shows  the  way  in  which  you  calcu- 
late deferred  dividends?    A.  Yes. 

MR.  HUGHES :  I  will  have  that  marked  for  identification.  ■ 

(Paper  marked  Exhibit  722  for  identification.) 

Q.  And  the  fourth  exhibit  referred  to  shows  the  result  of  your 
mortality  in  1904,  and  is  the  sheet  already  put  in  evidence  as 
Exhibit  711?    A.  Yes. 

Q.  ITow,  taking  this  calculation  of  deferred  dividends,  do  you 
make  a  calculation  yearly  of  the  amount  to  which  the  deferred 
dividend  policyholder  will  be  entitled  at  the  end  of  his  accumula- 
tion period,  or  do  you  wait  until  the  end  of  the  period  and  then 
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make  a  calculation  of  the  amount  to  be  paid  on  the  policies  then 
matured?  A.  We  wait  until  the  end  of  the  period  up  to  the 
present  time.  During  the  last  year  I  commenced  an  investigation 
of  the  other  nature,  but  so  far  have  not  been  able  to  complete  it. 

Q.  Then  your  company  assumes  no  obligation  to  a  deferred 
dividend  policyholder,  prior  to  the  apportionment  made  at  the 
end  of  his  deferred  dividend  period?    A.  No. 

Q.  And  your  company  reserves  the  right  to  distribute  what- 
ever portion  of  the  surplus  it  shall  deem  him,  in  its  discretion, 
entitled  to  ?     A.  I  think  that  is  right. 

Q.  Do  you  take  the  actual  results  of  your  gain  in  interest,  and 
at  the  end  of  the  deferred  dividend  period  distribute  them,  or  do 
you  take  an  approximate  result  ?  A.  I  explained  that  in  my  memo- 
randum, I  think,  Mr.  Hughes.  Up  to  the  present  time  we  have 
used  more  than — ^given  credit  for  more  than  the  usual  interest  rates. 
But  a  little  less  than  the  interest  rates  plus  certain  profits  and  in- 
vestments. 

Q.  Why  do  you  do  that,  why  don't  you  take  exactly  what  you 
make  ?     A.  The  net  interest  rates  ? 

Q.  Yes.  A.  Because — in  order  to  treat  policyholders  better 
than  they  would  be  treated  if  they  got  merely  the  net  rate. 

Q.  Why  do  you  treat  'them  better  than  they  should  be  treated  ? 
A.  It  is  a  question  whether  —  it  seems  a  fair  thing  to  do. 

Q.  It  is  not  fair  to  give  them  more  than  they  are  entitled  to, 

so  do  you  do  it  to  make  a  better  sho"wing A.  We  do  it  partly 

to  make  a  better  showing.  They  are  heavy  mortality  rates  in  any 
case,  sir. 

Q.  Tour  idea  is  that  you  want  to  keep  your  results  on  the  de- 
ferred dividend  policy  as  high  as  you  possibly  can  and  make  a  good 
showing  in  competition  with  other  companies?  A..  We  wish  to 
make  them  as  high  as  possible,  as  we  possibly  can,  for  the  benefit 
of  the  policyholders. 

Q.  Of  course  they  get  a  benefit  from  it  ?  A.  We  do  not  use  our 
results  in  any  competition  whatever. 

Q.  You  do  not  use  what  ?  A.  We  neither  give  estimates,  nor 
do  we  tell  our  agents  to  use  past  results  as  promise  of  the  future. 

Q.  Have  you  ever  given  any  estimate  ?  A.  I  have  never  given 
an  estimate. 

Q.  Have  your  predecessors  —  the  company,  in  other  words  ?  A. 
I  think  Mr.  Shepard  Homans  certainly  did  in  his  time,  but  I  can 
answer  for  myself  and  for  the  company  since  I  became  connected 
with  it,  it  certainly  has  not. 
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Q.  What  do  your  agents  do  to  persuade  those  they  are  soliciting 
to  take  insurance,  that  your  company  will  give  large  returns  ?  A. 
If  they  do  as  we  tell  them  they  show  the  guaranteed  benefits,  and 
mention  the  surplus  as  something  to  he  had  in  addition.  They 
canvass  for  the  policy  on  the  hasis  of  the  guarantee. 

Q.  You  say  you  have  not  taken  the  actual  interest.  Do  you 
take  the  actual  gain  from  mortality  in  determining  the  amount  to 
be  distributed  ?     A.  We  do,  sir. 

Q.  Do  you  figure  out  an  amount  which  represents  exactly  the 
amount  awaiting  for  division,  or  do  you  estimate  it?  A.  The 
card  itself  illustrates  that,  Mr.  Hughes.  We  take  the  tabular  cost 
and  then  adjust  it  to  the  mortality. 

Q.  How  do  you  get  at  the  tabular  cost?  A.  The  tabular  cost 
is  the  cost  of  insurance  for  the  age  of  the  policyholder  by  the 
American  Experience  Table. 

Q.  That  is  not  necessarily  the  cost  to  your  company  ?  A.  We 
adjust  it  to  the  cost  of  our  own  company. 

Q.  You  take  the  theoretical  cost,  and  you  apply  a"  mortality 
factor?     A.  That  is  so. 

Q.  To  get  at  your  cost  ?     A.  Yes. 

Q.  How  wiU  that  get  at  the  actual  cost  to  your  company  ?  Sup- 
pose you  spent  ten  per  cent,  more  in  getting  business  than  is 
allowed  for  in  the  tabular  statement  o£  cost,  Can  you  get  at  the 
actual  cost  in  your  company  by  taking  the  tabular  cost  and  mtilti- 
plying  it  by  a  mortality  factor  ?  A.  You  say  if  we  spent  ten  per 
cent,  more  or-  charged  ten  per  cent,  more  to  all  policyholders  ? 
We  get  exactly  what  it  would  cost. 

Q.  Well,  yes,  hut  do  you  do  that  ?     A.  That  is  what  we  do. 

Q.  Then  you  make  up  the  statement  on  your  actual  outlays,  cost, 
expenses?  A.  Actual  cost,  not  expenses  —  cost  of  insurance  — 
mortality  cost. 

Q.  You  are  talking  now  wholly  of  mortality  cost  ?  A.  I  under- 
stood you  were  doing  so. 

Q.  Well,  that  is  entirely  right.  You  are  speaking  now  wholly 
of  mortality  cost?  A.  Wholly  of  mortality  cost.  The  expense 
factor  comes  in  on  the  other  side  of  the  account. 

Q.  So  in  the  mortality  cost  you  take  the  expected  mortality, 
and  correct  it  by  your  own  experience,  and  get  at  that  exactly? 
A.  Yes,  exactly. 

Q.  What  do  you  do  in  determining  the  expense?  A.  That  is 
explained  in  the  memorandum.  I  assume  first  of  aU  a  division 
between  the  new  and  renewal  premiums. 
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Q.  Of  19.10  per  cent?  A.  A  division  between  the  new  and  the 
renewal,  and  then  charge  a  fixed  cost  on  premiums. 

Q.  Explain  that  a  little  more  popularly,  just  what  do  you  do  to 
ascertain  the  amdimt  of  expenses  to  be  charged?    A.  Tor  example, , 
if  our  premiums  were  a  thousand  dollars 

Q.  Your  premium  income?    A.  premium  income  were  a 

thousand  dollars.  We  charge  one  hundred  of  direct  expense,  and 
if  our  actual  expense  is  $103,  we  would  have  a  ten  per  cent,  ex- 
pense charged,   and  three   dollars   per  thousand.      Pardon   me. 

There  is  an  error-  ia  that.     If  a  thousand  dollars .  _  If  we 

had  a  thousand  dollars  of  premiums  and  twenty  thousand  dollars 
was  the  sum  insured.  Our  expense  ten  per  cent,  charged  would 
give  a  hundred  dollars.  If  the  expense  was  actually  $160,  then 
we  divide  the  balance  by  the  sums  assured  outstanding,  twenty 
thousand  dollars,  and  find  the  expense  charged  three  dollars  per 
thousand. 

Q.  You  justify  that  by  what  you  have  stated  in  the  memoran- 
dum that  has  been  read?    A.  Yes,  sir. 

Q.  Well,  having  the  expenses,  the  mortality  cost  or  the  cost  of 
insurance  arrived  at  in  the  manner  you  have  stated,  how  do  you 
complete  your  calculation  of  the  amount  to  be  apportioned  to  the 
deferred  dividend  policyholder?  A.  We  put  a  credit  on  one  side 
of  the  account  showing  the  premiums  he  has  paid  less  the  expense 
charged.  These  are  accumulated  at  the  rate  of  interest  indicated; 
and  then  on  the  other  side  of  the  account  there  is  charged  the  cost 
of  insurance;  the  mortality  cost,  and  also  the  reserve  value  at  the 
end  of  the  accumulation  period,  and  the  difference  between  the 
debits  and  credits  show  the  surplus. 

Q.  'Now,  is  this  card  which  you  have  given  me,  which  has  been 
marked  Exhibit  722  for  identification,  an  actual  calculation?  A. 
It  is. 

Q.  That  is  an  actual  case?  A.  Actual  case,  the  dividend  on 
which  has  been  paid. 

Q..  For  a  period  ending  Eelsruary,  1904:?     A.  Yes,  sir. 

MK.  HUGHES:     I  will  offer  that  in  evidence. 
(Paper  marked  Exhibit  722.) 

Q.  Is  that  atypical  case?     A.  Yes. 

Q.  Now,  this  was  a  policy  issued  on  February  15th,  1904,  the 
insured  was  aged  49;  the  accumulation  period  ended  at  the  ex- 
piration of  ten  years  February  15th,  1904.     The  calculation  is  on 
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the  basis  per  one  thousand  dollars  assured.  The  annual  premium 
per  one  thousand  dollars  -was  $121.65,  less  expenses  three  dollars, 
arrived  at  in  accordance  with  the  methods  you  have  stated,  or  ten 
per  cent.,  $12.12,  makes  $15.12  that  you  deduct  from  the  gross 
annual  premium  to  give  a  net  premium  available  of  $106.03;  that 
is  accumulated  for  nine  years  at  four  and  a  half  per  cent,  interest, 
amounting  to  $-1,196.87.  To  that  you  add  what?  A.  One-half 
of  the  first  premium  accumulated  for  ten  years,  sir. 

Q.  One-half  of  the  first  premium  accumulated  for  ten  years? 
$82.34.  Why  do  you  add  one-half  of  the  first  premium?  A.  On 
the  ground  that  this  class  of  policy,  which  is  subject  to  very  high 
premium  rates,  did  contribute  something  in  its  first  year  to  the 
business  of  the  company,  and  it  was  not  absorbed  entirely  in 
expenses. 

Q.  Tbat  was  an  estimate  ?    A.  An  estimate. 

Q.  And  tbat  gives  you  the  total  amount  to  be  credited  per  one 
thousand  dollars  of  insurance  of  $1,259.21.  !N'ow,  on  the  other 
side  of  tbe  account  you  take  the  cost  of  insurance  on  the  basis  of 
four  per  cent.  American  Table  accumulated  at  4  1-2  per  cent,  in- 
terest cm  the  basis  of,  ten-year  term  insurance?     A.  Yes. 

Q.  By  taking  the  tabular  cost  and  the  accumulation  factor  you 
reach  the  conclusion  that  the  total  tabiilar  cost  per  one  thousand 
is  $206.34,  the  tabular  cost  multiplied  by  the  mortality  factor'  is 
$235.64;  and  to  that  $235.64  you  add  a  reserve  for  one  thousand 
dollars  at  the  end  of  accumulation  period  of  a  thousand  dollars; 
that  is  the  thousand  dollars  which  you  agreed  to  pay  at  the  end 
of  ten  years?    A.     Endowment  policy. 

Q.  This  being  an  endowment  policy;  and  that  added  to  the 
$235.64  leaves  a  total  debit  of  $1,235.65?    A.  Yes. 

Q.  And  deducting  that  from  the  total  credits  of  $1,279.21 
gives  you  the  surplus- of  $43.57  per  thousand?  A^  That  is  right. 
I  should  perhaps  explain  one  little  thing  about  this  policy  which 
might  appear  strange  to  any  one  reading  the  testimoony  after- 
ward, and  that  is  it  is  a  policy  which  provided  not  only  for  a 
thousand  dollars  payable  in  the  event  of  death  during  the  ten 
years,  but  for  largely  increasing  sums  assured  for  the  whole  teji 
years.  The  sum  payable  in  the  tenth  year,  for  examplcj  would 
have  been  two  thousand  dollars  had  the  man  died. 

Q.  It  appears  from  ths  this  that  the  cost  of  the  insurance 
according  to  the  tabular  table  was  $206.34,  but  according  to  your 
experience  your  higher  mortality  was  $235.64?    A.  Yes. 
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Q.  Translating  this  calculation  into  a  more  popular  statement 
you  find  that  in  ten  years  the  amounts  paid  in  in  premiums  per 
one  thousand  dollars,  taking  the  entire  premium  for  nine  years, 
and  half  the  premium  for  ten  years,  less  a  certain  amount  which 
you  take  for  expenses  accuniulated  at  four  and  a  half  per  cent, 
interest,  $1,279.21?     A.  That  is  right 

Q.  And  that  the  cost  of  carrying  the  insurance  with  the  re- 
serve for  the  ten  years  amounted  to  $1,235.64?  A.  That  is 
right. 

Q.  So  that  on  the  calculation  the  assured  had  paid  $43.57  — 
I  mean  paid  with  the  interest  allowed  upon  his  payments,  $43.57 
more  than  his  share  of  the  expenses  of  your  company,  and  the 
cost  of  carrying  his  insurance  ?     A.  Yes,  that  is  so. 

Q.  Of  course,  the  thousand  dollars  is  paid  back  to  him  —  is  paid 
to  him  ?     A.  Paid ,  to  him  in  cash,  yes. 

Q.  And  on  top  of  the  thousand  dollars  the  $43.57  ?    A.  Yes. 

Q.  So,  according  to  that  he  had  paid  his  pro  rata  share  of  the 
insurance,  he  has  paid  enough  to  give  you  the  money  to  pay  him 
his  thousand  dollars,  and  he  has  paid  you  enough  to  enable  you 
to  accumulate  $43.57  to  boot;  that  is  the  whole  matter?  A. 
That  is  the  net  result. 

Q.  Now,  as  a  matter  of  fact,  you  have  not  earned  four  and 
a  half  per  cent,  interest  ?  A.  ISTot  as  interest,  but  we  had  earned 
more  than  four  and  a  half  per  cent. 

Q.  As  profits?     A.  As  profits. 

Q.  And  you  put  down  hers  per  thousand,  $15.12  to  be  de- 
ducted for  expense  each  year?    A.  Yes. 

Q.  How  does  that  compare  with  the  actual  expenses  of  your 
company?     A.  It  is  almost  exact. 

Q.  What  do  you  do  when  you  calculate  that  in  order  to  test  its 
exactness  —  do  you  make  a  statement  of  your  expenses  for  ten 
years  ?  A.  I  make  a  statement  each  year  and  take  the  period  for 
which  the  calculation  is  to  be  made  in  allocating  tke  constant 
factor  and  ten  per  cent.,  being  the  assumed  factor,  the  constant 
three  dollars  being  a  Turiable  factor  according  to  the  experience' 
of  the  company. 

Q.  So  it  is  by  your  variable  faqtor  you  bring  the  calculation 
into  correspondence?     A.  Yes,  sir. 

Q.  You  mentioned  something  a  moment  ago  with  referenct,  to 
the  rate  charged  upon  this  particular  policy  which  has  been  used 
in  illustration.      What  was  the  reason  for  the  higher  rate  ?     A. 
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The  additional  insurance  benefits  that  the  policyholder  was  entitled 
to  during  the  ten  years. 

Q.  What  were  those  additional  benefits  ?  A.  Increased  sums 
payable  in  event  of  death,  commencing  at  say  one  hundred  dollars 
and  increasing  to  a  thoiisand  dollars  for  the  tenth  year. 

Q.  So  that  if  this  insured  had  died  during  the  ten  years,  or  prior 
to  the  tenth  year,  he  would  not  have  had  a  thousand  dollars  ?  A. 
He  would  have  had  a  great  deal  more  than  a  thousand  dollars. 

Q.  He  would?     A.  Yes. 

Q.  Then  he  would  have  had  a  thousand  dollars  with  the  in- 
creased amount?  A.  With  that  increased  amount.  That  is  a 
policy  which  separates  distinctly  the  investment  feature  from  the 
insurance  feature. 

Q.  If  he  lives  to  the  expectation  of  the  ten  years  does  he  get 
any  more  than  the  thousand  dollars  and  his  share  of  the  surplus  ? 
A.  1^0,  that  is  all. 

Q.  Suppose  the  man  had  died  in  the  ninth  year,  how  much 
money  would  his  beneficiary  have  received  under  the  policy  ?  A. 
In  the  ninth  year  about  $1,850,  or  in  the  tenth  year  $2,000. 

Q.  But  by  living  he  gets  $1,043.47  at  the  end  of  the  ten  years? 
A.  That  is  so. 

Q.  Have  you  got  that  form  of  policy  ?  A.  I  have  got  a  similar 
one. 

Q.  By  the  way,  how  many  forms  of  policies  does  your  company 
issue  ?  A.  I  have  not  counted  them,  but  I  should  say  twenty  or 
thirty  in  general  forms; 

Q.  In  general  forms;  and  are  there  variants  of  the  different 
kinds  of  forms  —  when  you  say  general  forms,  what  do  you  mean  ? 
A.  There  are  three  or  four  kinds  of  term  insurance. 

Q.  And  you  class  them  as  one  form  ?  A.  'So ;  1  call  them  three 
or  four  forms. 

Q.  Take  life  forms?     A.  Life  forms  we  have  only  two. 

Q.  What  are  they?  A.  Continued  payments  and  continued 
payments  special  investment,  as  we  call  it,  where  we  separate  the 
investment  and  insurance  feature  for  the  first  twenty  years. 

Q.  Are  the  twenty  forms  of  policies  all  the  different  kinds  of 
policies  that  you  write  ?     A.  Yes,  sir. 

Q.  Is  your  business  virtually  distributed  through  twenty  forms, 
or  are  there  some  forms  rarely  used  ?  A.  There  are  some  forms 
we  rarely  use. 

Q.  How  many  forms  have  you  there  in  general  use  ?     A.  I  can 
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give  you  the  classes  whick  we  divide  tlie  policies  into  for  general 
purposes. 

Q.  I  would  be  glad  if  you  would.  A.  I  can  give  you  the  ratio 
of  our  last  year's  business  which  was  written  under  different 
forms. 

Q.  State  that.  A.  Continued  payments  under  two  policy 
forms,  ratio  about  twelve  and  a  half  per  cent.  Continued  pay- 
ments investment  forms,  ratio  of  about  two  and  a  half  per  cent. 
Limited  payment,  ratio  about  ten  per  cent.  Limited  payment  in- 
vestment form,  ratio  about  sixteen  per  cent.  Endowment  assur- 
ance -^  I  have  not  them  separated  into  ordinary  and  investment  in 
this  statement  —  ratio  of  about  eight  and  a  half  per  cent.  Term 
policy  running  for  twenty  years,  and  to  the  age  of  seventy,  ratio 
about  seventeen  per  cent.  Combined  term,  that  is,  term  insurance 
for  five  years  and  then  renewable  at  the  end  of  that  plan  on  life 
and  endowment  form,  ratio  about  thirty  per  cent.  And  then  va- 
rious miscellaneous  forms  of  small  importance  —  that  is  a  small 
ratio  —  one  or  two  per  cent. 

Q.  How  many  are  there  in  the  various  miscellaneous  forms  of 
small  importance?  A.  I  have  not  analyzed  them  here,  but  I 
should  think  six  or  eight  forms. 

Q.  Now,  if  you  will  let  me  see  the  form  of  policy  to  which  this 
calculation,  Exhibit  ISTo.  722  refers,  I  should  be  obliged.  A.  I  find 
I  have  not  got  the  exact  form.  This  is  a  life  form  with  the  same 
investment  feature,  dividing  into  term  insurance,  with  additional 
value  in  the  event  of  death  during  twenty  years,  and  a  reduced 
jjremium  for  twenty  years. 

Q.  These  additional  benefits  that  you  give  under  that  form  of 
policy  are  in  the  ease  of  the  death  of  the  man  within  a  period  well 
within  his  expectation  of  life?    A.  TJsually,  but  not  invariably. 

Q.  Now,  how  much  more  did  this  man  who  had  the  policy  indi- 
cated in  Exhibit  No.  722,  pay  in  premiums  because  of  the  advan- 
tage held  out  to  him  in  case  of  death  within  the  first  ten  years, 
over  what  he  would  have  to  be  compelled  to  pay  if  he  had  taken 
an  ordinary  ten-year  endowment,  for  a  straight  thbusand  dollars? 
A.  I  will  give  you  the  difference  between  our  present  rates  for  the 
two  forms  of  policies.  -^ 

Q.  That  will  do?    A.  At  age  of  30  the  difference  is  $10.12. 

Q.  Pardon  me.  Let  us  take  the  case  we  had — age  49?  A.  Age 
49  the  difference  is  $17.28  per  thousand,  I  believe. 

Q.   What  is  the  premium  now,  according  to  your  rates,  for  a 
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policy  at  age  49  of  the  sort  referred  to  in  Exliibit  722?  A. 
$126.35. 

Q.  Instead  of  $126.35  annually  for  ten  years  what  would  he 
have  had  to  pay  for  a  straight  one  thousand  dollar  endowment 
without  the  additional  benefits  in  case  of  death  before  the  end  of 
ten  years?    A.  $109.07,  according  to  our  present  rates. 

Q.  ISTow,  if  he  had  paid  $109.07  for  ten  years,  and  lived  to  the 
expiration  of  the  ten  years,  what  approximately  would  he  have 
had  in  surplus?  A.  He  would  have  had  something  more  than 
shown  in  this  exhibit,  because  the  mortality  factor  has  less  weight 
in  an  ordinary  ten  year  endowment. 

Q.  How  do  you  give  mortality  factor  less  weight  on  ordinary 
ten  year  endowment  than  you  give  in  a  case  of  a  ten  year  endow- 
ment with  additional  benefits  in  case  of  deaths  during  ten  years? 
A.  Because  the  company  has  to  pay  more  if  he  dies  in  the  one 
case  than  if  he  dies  in  the  other. 

Q.  So  in  the  case  of  a  larger  payment  you  reduce  the  surplus 
by  the  increased  mortality  factor  on  account  of  the  additional 
benefits  you  give  in  case  of  death  during  the  ten  years?  A.  Yes, 
that  is  so,  but  of  course  we  credit  him  on  the  other  side  with  the 
larger  premiums. 

Q.  Undoubtedly,  but  the  net  result  is  that  under  this  plan  of 
insuiTince  carrying  additional  benefits  in  case  of  death  within  ten 
years  has  at  the  end  a  less  accumulation?  A.  Yes,  but  that  is 
largely  an  accident  of  the  heavy  mortality  we  have  had. 

Q.  Why  should  the  heavy  mortality  count  as  much  in  the  one 
case  as  the  other?  A.  In  this  case  had  it  been  light  mortality  he 
woilld  have  had  "a  larger  profit,  because  the  mortality  element  has 
more  weight  under  that  policy  than  it  has  in  the  ordinary  ten  year 
endowment. 

Q.  He  would  have  had  a  large  profit  in  amount  but  a  smaller 
relative  profit  as  compared  with  the  man  who  did  not  have  addi- 
tioijal  benefits  in  his  policies?  A.  I  don't  understand  that.  He 
would  have  had  a  smaller  profit  had  the  mortality  been  light  in 
tlic  case  oi  the  ordinary  ten  year  endowment.  The  more  the  mor- 
tality element  enters  in  the  heavy  mortality  .gives  a  greater  loss 
or  the  light  mortality  a  greater  profit. 

Q.  Have  you  a  calculation  in  a  case  similar  to  this  one  of  Ex- 
hibft  722?    A.  Not  here. 

Q.  Taking  the  actual  experience  for  the  ten  years  1894  to  1904 
the  man  who  pays  $109  a  year  gets  a  larger  return  at  the  end  of 
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the  ten  years  than  the  man  who  pays  the  $126  a  year?    A.  Cer- 
tainly, if  he  lives. 

Q.  I  am  assuming  he  has  Kved  to  the  end  of  the  ten  years.  A. 
Yes. 

C^.  That  is  because  you  figure  on  what  you  would  have  had  to 
pay  in  additional  benefits  if  he  had  died  within  ten  years?  A. 
Yes. 

Q.  What  is  the  expectation  of  life  of  a  sound  man  at  age  45  ? 
A.  By  the  American  Experience  Table,  21.06. 

Q.  This  is  substantially  a  wager  by  the  man  who  takes  this 
form  of  insurance  aS  to  his  living  ten  years,  and  he  pays  you  a 
much  larger  amount  because  you  agree  in  the  case  of  his  death 
during  the  stipulated  time  to  pay  him  a  larger  amount  ?  A.  Yes, 
if  you  call  a  life  insurance  policy  a  wager  at  all. 

Q.  In  one  aspect  of  it  ?     A.  Yes. 

Q.  But  in  this  particular  kind  of  insurance  where  you  agree  to 
give  additional  benefits  to  a  sound  man  with  the  expectation  of 
Kfe  such  as  you  have  stated,  in  case  of  his  death  within  ten  years, 
and  he  in  consideration  of  those  additional  benefits  agrees  to  pay 
a  larger  amount  than  he  would  -otherwise  have  to  pay,  it  comes 
down  to  a  question  of  a  wager  for  ten  years  ?  A.  Yes,  taking  into 
account  the  probabilities  of  his  life,  and  the  probabilities  of  his 
dying. 

Q.  "Who  devised  this  policy?     A.  Fred  Homans. 

Q.  How  many  of  this  kind  of  policies  have  you  outstanding, 
approximately — I  do  not  care  accurately?  A.  I  can  give  it  to 
yon  accurately.  I  think  probably  some  seventeen  million  dollars 
or  eighteen  million  dollars. 

Q.  Out  of A.  Out  of  one  hundred  millions 

Q.  Now,  do  you  find  in  that  class  of  policies  that  the  expected 
mortality  is  higher  I  mean  the  actual  mortality  is  higher  than  the 
expected  mortality?  A.  Not  so  far;  we  have  found  that  the 
mortality  is  favorable. 

Q.  Yes,  and  therefore  as  a  rule  the  man  doesn't  die  within  the 
period  set  ?    A.  We  cannot  say,  as  a  rule.    Many  do  die. 

Q.  I  mean  on  the  average,  as  the  death  is  not  contemplated 
within  the  expectation  of  life  you  find  the  results  accordingly? 
A.  Y^es. 

Q.  So  that  it  is  a  profit-able  form  of  contract  to  the  company? 
A.  It  has  been,  yes.  ' 
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EALPH  K.  HUBBAED,  called  as  a  witnessj  being  duly  sworn, 
testified  as  follows: 

BY  MK.  HUGHES: 

Q.  Mr.  Hubbard,  it  appears  by  the  Statement  Y09  of  the  gains 
and  losses  for  1904  that  there  was  a  gain  of  surplus,  interest,  etc., 
of  $357,Y92.  If  I  remember  the  testimony  correctly,  $98,000  of 
that-was  on  account  of  advances  on  real  estate? 

ME.  GILBEET:  Profits  on  sales.  And  $31,000  profits  on  se- 
curities, and  $4,000  old  bad  debts  collected. 

Q.  What  was  the  real  estate  upon  which  the  profit  of  ninety- 
eight  thousand  dollars  was  realized?  A.  Property  that  was  sold 
during  the  year. 

Q.  Have  you  a  statement  of  the  property  sold  during  the  year  ? 
A.  I  have  not  before  me. 

ME.  HUGHES:  You  can  get  it,  can't  you ?  Haven't  you  got 
this  data  here  ? 

ME.  GILBEET:  I  thought  you  had  it. 

THE  WITE:ESS:  I  have  not  it  with  me  here. 

Q.  What  properties  were  sold  during  the  year  1904,  out  of 
which  you  made  a  profit  of  ninety-eight,  thousand  dollars?  A. 
Mr.  Gilbert  informs  me  the  Savannah  &  Waco  property. 

Q.  Don't  you  know  more  about  it  than  Mr.  Gilbert?  A.  ISTot 
in  my  head;  I  am  not  in  the  real  estate  department. 

Q.  Who  does  have  charge  of  this  matter?  A.  We  have  a 
superintendent  of  the  real  estate. 

Q.  Well,  I  thought  you  had  charge  of  the  real  estate,  Mr. 
Hubbard.  You  have  charge  of  the  books  of  the  company?  A. 
General  books;  yes,  sir. 

Q.  It  appears  that  in  the  year  1904  the  expenses  of  the  com- 
pany exceeded  its  loadings,  $2G3,290.  What  were  the  excessive 
expenses  of  1904?    A.  If  jou  will  give  me  the  statement. 

Q.  We  have  the  statement?     A.  Yes. 

Q.  What  I  want  to  know  is,  comparing  the  expenses  of  1904 
n-ith  the  much  lower  expenses  of  1903,  where  the  cause  wa^  of 
ihe  increase  in  1904?  A.  There  was  no  unusual  expenses  in 
J8'04-  I  cannot  account  for  it,  except  I  think  in  1903  we  had  a 
larger  business  and  the  commission  on  that  larger  business  was 
o^id  during  the  1904  statement — during  the  1904  year,  I  think  so. 
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Q.  You  see  that  the  expenses  are  two  and  a  half  times  as  large 
in  1904 — I  do  not  mean  the  expenses,  but  I  mean  the  excess  of 
expenses  over  loadings  two  and  a  half  times  as  large  in  1904  as 
in  1903.  A.  There  is  one  item  in  1903,  Mr.  Hughes,  that  we 
had  t\  large  loss  of  an  in'stalment  policy,  and  by  the  ruling  of  the 
Massachusetts  Insurance  Department  that  policy,  the  Wing  policy, 
was  to  he  -charged  to  death  claims  in  19'03,  and  carried  as  income 
in  that  year;  and  then  appears  as  a  disbursement  the  fuU  amount 
was  paid  in  the  lawsuit  as  an  expense  appearing  in  the  expense 
part  of  the  disbursement,  not  payment  to  policyholders. 

Q.  What  was  the.  amount  of  that?  A.  The  total  amount  of 
that  item  is  eighty-one  thousand  dollars. 

Q.  That  was  an  exceptional  item?    A.  Yes,  sir. 

Q.  And  came  in  1904?    A.  Yes,  sir — an  actual  disbursemenifc. 

Q.  ISTow,  was  there  anything  else?  A.  I  cannot  think  of  any- 
thing, sir. 

Q.  It  appears  that  you  wrote  $34,364,047  new  business  in 
1903,  and  $28,114,662  new  business  in  1904.  ISTow,  do  I  under- 
stand that  the  amount  of  new  business  written  in  1903  made  a 
heavier  expense  for  1904?  A.  It  would  if  it  was  written  in  the 
fall  of  the  year. 

Q.  Was  it?  A.  I  cannot  say  offhand.  Generally  speaking, 
there  is  more  business  done  in  the  months  of  November  and  De- 
cember. 

Q.  That  is  a  general  experience?    A.  Yes,  sir, 

Q.  !N"ow,  I  find  in  1902  that  your  new  business  was  $35,371,- 
913,  and  in  1903  $34,364,047,  and  that  your  excess  over  loading 
was  $20,556  in  1902,  $103,592  in  1903,  and  $263,293  in  1904.- 
Would  that  indicate  that  it  was  due  to  business  written  in  the  fall 
of  the  year?    A.  It  would  to  me,  sir. 

Q.  To  what  extent  would  you  say  that  accounted  for  it?  A. 
The  business  of  1902,  if  it  was  written  in  the  fall,  the  expenses 
would  appear  in  1903  disbursements,  which  expenses  were  offset 
by  that  consideration  for  the  instalment  policy  that  I  have  re- 
ferred to,  that  appeared  under  the  income  item  of  1903. 

WILLIAM  ]Sr.  ELBERT,  being  duly  sworn,  testified  as  follows: 

Br  ME.  HUGHES:' 

Q.  Have  you  charge  of  the  real  estate  matters  of  the  Provident 
Savings  Life  Assurance  Society?  A.  I  have  charge  of  the  prop- 
erty; yes,  sir. 
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Q.  Tor  how  many  years  has  that  been  the  case?  A.  Since 
January  1st,  1902.^ 

Q.  How  much  was  the  profit  on  sales  of  real  estate  in  1904? 
A.  Approximately  ninety-eight  thousand  dollars. 

Q.  Upon  what  property  was  that  profit  realized?  A.  It  was 
realized  upon  the  Englewood,  New  Jersey,  Waco,  and  Savannah, 
(Jeorgia,  property. 

Q.  How  much  on  Englewood?    A.  $4,826.37. 

Q.  How  much  on  Waco?     A.  $28,617.61. 

Q.  How  much  on  Savannah?     A.  $72,568.06. 

Q.  When  was  the  property  in  Savannah  sold?    A.  May,  1904, 

Q.  Eor  what  price?     A.  Is  it  Savannah  you  ask  me  about? 

Q.  A.  Yes.     A.  $175,000. 

Q.  And  that  was  carried  by  you  at  a  book  value  of  $102,- 
431.94?     A.. Correct,  sir. 

Q.  What  was  the  price  at  which  the  Waco  property  was  sold? 
A.  $75,000. 

Q.  How  much?    A.  $75,000;  there  are  two  properties  on  that. 

BY  MK.  HUGHES: 

Q.  It  does  not  appear  on  the  schedule.  A.  It  was  a  mortgage 
at  that  time. 

Q.  That  it  was  foreclosed  and  obtained  in  1904  ?     A.  In  1904. 

ME.  GILBEET:  Not  foreclosed. 

ME.  HUGHES:  How  was  the  title  acquired? 

ME.  GILBEET:  I  induced  the  man  to  give  back  the  property 
il  we  would  release  him  from  his  liabilities. 

ME.  HUGHES:  You  took  the  title  on  the  cancellation  of  the 
mortgage  ? 

ME.  GILBEET:  Yes. 

Q.  And  by  doing  so  you  netted  on  the  sales  some  twenty 
thousand  dollars?    A.  Yes,  sir. 

Q.  What  is  the  Englewood  property?  A.  The  Englewood 
property  was  sold  for  $12,000;  I  think  that  was  on  the  same 
basis. 

Q.  That  was  also  on  the  same  basis  ?    A.  I  think  so,  sir. 

Q.  Property  that  was  taken  by  the  company  on  the  cancella- 
-tion  of  the  mortgage?  A.  Something  of  that  kind,  I  had  not 
chargi^  of  it. 
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Q.  And  then  resold  by  the  company  at  a  profit?    A.  Yes,  sir. 

Q.  How  long  was  it  resold  after  the  mortgage  was  taken  ?  A. 
I  don't  remember;  I  have  no  charge  of  the  mortgages. 

Q.  How  long  was  the  Waco  property  taken  by  the  company 
after  the  mortgage  was  made?  A.  I  don't  know,  sirj  I  don't  re- 
member. 

ME.  HUGHES:  Do  you  know,  Mr.  Gilbert? 

ME.  GILBEET:  About  a  month,  I  think. 

ME.  HUGHES:  Do  you  mean  that  the  mortgage  was  exe- 
cuted to  the  company  and  then  a  month  later  the  title  was  taken? 

ME.  GILBEET:  I  don't  know;  I  mean  I  got  back  the  Waco 
and  Englewood  property  about  a  month  before  we  made  this 
sale. 

'  ME.  HUGHES :   And  how  long  had  the  mortgage  been  on  the 
property? 

ME.  GILBEET:  On  Englewood,  I  think,  several  years,  and 
Waco,  I  think,  about  two  years. 

Q.  Have  you  charge  of  the  appraisals  m-ade  of  the  property 
held  by  your  company?    A.  I  have  almost  all  of  them. 

Q.  What  was  the  basis  for  the  increase  in  the  property  on  West 
Twenty-seventh  Street,  near  Broadway,  and  50  West  Twenty- 
eighth  Street — I  refer  to  the  increase  in  the  book  value  from  $.531,- 
115.30  at  the  end  of  1903  to  $1,615,555.28  at  the  end  of  1904? 
A.  One  item  that  I  remember  was  the  payment  of  part  of  the  en- 
cumbrance of  $100,000. 

Q.  Wasn't  that  paid  the  year  before?  A.  I  am  not  sure,  sir. 
I  will  look. 

Q.  It  appears  that  the  same  property,  I  should  judge  was  carried 
'at  the  end  of  1902  at  $432,000,  so  thatjbetween  1902  and  1904, 
that  is  between  the  ends  of  the  years,  there  was  an  increase  in  the 
book  value  of  $180,000.  ISTow,  I  understand  that  a  part  of  that  was 
due  to  the  payment  of  an  encumbrance?  A.  There  was  one  hun- 
dred thousand  dollars  of  encumbrance  paid  off  that  property. 

Q.  That  leaves  $85,000.  Wasn't  it  a  fact  that  the  property  in 
1904  was  marTced  up  om  the  books  $85,000?  A..  I  cannot  say  that 
exactly,  sir,  because  I  am  not  sure  whether  it  was  in  that  particular 
time  or  not. 
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Q.  Can  you  not  say  that  by  looking  at  the  report  for  1903, 
which  puts  it  at  $531,000,  and  the  report  for  1904,  which  puts  it 
at  $615,000,  there  haying  already  been  an  increase  of  $100,000 
in  the  year  1903,  as  compared  with  1902?  A.  That  appears  ap- 
parently to  be  the  case. 

Q.  On  what  basis  did  you  mark  up  the  property  $85,000?  A. 
It  was  marked  up,  I  presume,  on  account  of  the  fact  that  the 
property  was  considered  of  greater  value  than  it  was  carried  at. 

Q.  Did  you  have  an  appraisal?    A.  I  think  so. 

Q.  Have  you  got  that  here?  A.  Tes,  sir.  (Producing  paper.) 
We  have  an  appraisal  of  value  of  land  and  buildings  of  $850,000. 

Q.  When  was  that  made?  A.  The  appraisal  was  made  June 
4th,  1902. 

Q.  1902?    A.  Tes,  sir. 

Q.  Who  made  the  appraisal?  A.  Made  by  the  Insurance  De- 
partment of  the  State  of  ISTew  York. 

Q.  To  what  property  does  the  appraisal  of  $850,000  relate?  A. 
It  relates  to  the  property  on  West  Twenty-seventh  Street,  consist- 
ing of  four  lots. 

Q.  And  50  West  Twenty-eighth  Street?  A.  50  West  Twenty- 
eighth  Street  is  not  included  in  that  fiipure. 

Q.  AVill  you  allow  me  to  see  the  appraisal,  please?  A.  Cer- 
tainly, sir.     That  covers  a  number  of  properties. 

Q.  Have  you  had  any  appraisal  of  that  property  since  1902? 
A.  I  think  not.     Not  to  my  knowledge. 

Q.  Despite  that  appraisal  in  1902  you  carried  it  on  your  books 
that  year  subject  to  a  mortgage  at  a  value  of  $430,000?  A.  That 
is  as  I  received  it  that  year.  ' 

Q.  Then  paying  off  the  mortgage  you  carried  it  the  next  year 
at  $531,000?    A.  That  is  it. 

Q.  You  put  in  the  value  first  in  1902  at  $505,000.  Why  did 
you  put  that  in  if  the  State  Department  had  valued  part  of  the 
property  at  $850,000?  A.  Which  statement  is  that,  sir — January 
1st,  1902? 

Q.  December  31,  1902?    A.  1902. 

Q.  That,  I  suppose,  would  be  the  equity?    A.  That  is  the  6^quity. 

0.  That  would  show  a  total  of  $605,000?     A.  That  is  right. 

Q.  That  is  what  is  put  in  the  next  year,  December  31,  1903  ? 
A.  Plus  the  mortgage,  is  it  not  ?    ISTo,  that  is  paid  off. 

Q.  And  that  includes  the  West  Twenty-eighth  Street  prop- 
erty.   Why  do  you  put  in  the  value  there  as  $605,000  if  the  In- 
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surance  DepartmeBt  appraised  it  at  $850^000  ?  A.  Because  the 
Insurance  Department  appraised  it  mortgage  and  all.  The  In- 
surance Department  appraised  the  value  of  the  land  and  the 
value  of  the  building;  we  were  carrying  it  as  an  equity. 

Q.  You  were  carrying  it  as  an  equity  in  1902  and  not  in 
1903 ?    A.  Certainly;  the  mortgage  was  not  paid  off. 

Q.  Was  not  the  payment  of  the  $100,000  mortgage  the  reason 
that  you  increased  the  book  value  from  $430,000  at  the  end  of 

1902  to  $531,000  at  the  end  of  1903  ?    A.  Yes,  sir. 

Q.  Is  there  any  other  mortgage  ?    A.  The  same  mortgage. 
Q.  How  much  was  the  mortgage  ?    A.  The  mortgage  I  think 
was  $400,000  originally. 

ME.  GILBEKT :   $300,000. 

THE  WITNESS :   $300,000. 

MK.  HUGHES :  I  think  we  better  get  the  exact  figures ;  I 
think  we  do  not  want  more  conjectures  about  this. 

THE  WITNESS:  Mr.  Hughes,  allow  me  to  say  I  did  not 
expect  to  be  called  on— I  have  been  attending  to  the  rents  and 
so  on  and  I  came  down  here — I  have  not  had  time  to  look  up 
■these  things.    I  will  do  it  with  pleasure. 

ME.  HUGHES :  I  do  not  want  to  imply  any  reluctance ;  I 
only  want  the  facts  so  that  we  can  get  through  once  for  all  and 
do  not  have  to  go  through  a  number  of  conjectures. 

Q.  Can  you  now  state  from  reeoUection  what  incumbrance 
there  was  on  that  property  at  the  end  of  1903  ?  A.  I  cannot  place 
it  that  particular  year.  I  will  be  very  glad  to  get  you  up  a  state- 
ment of  it  and  give  it  to  you. 

Q.  Can  you  state  why  it  was  you  marked  up  the  property  in 

1903  $85,000?    A.  No,  sir. 

Q.  Was  not  the  reason  that  losses  had  occurred  in  other  de- 
partments of  the  business  on  loadings  and  a  very  small  gain 
in  mortality,  and  you  needed  it  to  make  a  good  showing  in  surplus  ? 
A.  Not  to  my  knowledge. 

Q.  You  don't  have  charge  of  that  department?  A.  Nothing 
to  do  with  it. 

ME.  GILBEET:  He  was  mainly  brought  down  to  prove  the 
net  rents  on  the  property.  He  has  the  care  Of  the  real  estate 
and  collects  the  rents. 
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Q.  Who  makes  up  the  statement  for  the  report  to  the  Insur- 
ance Department  with  reference  to  that  real  estate?  A.  The 
schedule  ? 

Q.  Yes.    A-  I  have. 

Q.  What  other  properties  besides  those  you  have  in  West 
Twenty-seventh  Street  did  you  put  an  enlianced  value  on  at  the 
end  of  1904 — in  other  words  just  tell  me  how  much  of  the  sur- 
plus of  1904  is  attributable  to  marking  up  the  values  of  real 
estate  ?  A.  I  can  only  tell  you  about  the  real  estate ;  I  know 
nothing  about  the  surplus. 

Q.  Tell  me  how  much  the  values  of  real  estate  were  enhanced 
— the  book  value  in  1904  in  your  annual  statement  at  the  end  of 
that  year?  A.  I  will  have  to  get  that  for  you;  I  have  not  the 
dates  before  me ;  I  am  sorry. 

Q.  All  right;  that  you  can  get  for  me  and  let  me  have  it  Mon- 
day morning.    A.  All  right. 

Q.  Pardon  me  a  minute.  Have  you  had  any  appraisal  of  any 
of  your  properties  since  this  appraisal  that  you  now  show  me 
made  by  the  department  ?    A.  On  these  particular  properties  ? 

Q.  On  the  properties  mentioned  therein?  A.  No,  sij,  none  at 
all. 

ME.  HUGHES :    I  will  offer  that  in  evidence. 

(Paper  marked  Exhibit  Y22.) 

THE  WITISTESS :  May  we  substitute  in  place  of  that  a  cer- 
tified copy  ?    This  is  part  of  the  records. 

ME.  HUGHES :    Of  course. 

Q.  Did  you  sell  this  property  in  West  Twenty-seventh  Street 
that  we  have  referred  to  and  the  contiguous  property  in  West 
Twenty-eighth  Street?    A.  Yes. 

Q.  When?    A.  1905. 

Q.  Eor  what  price?    A.  $600,000. 

Q.  Was  that  the  sale  of  an  equity?  A.  Allow  me  to  correct 
that  as  you  asked  me  botli  properties  together— $675,000. 

Q.  $675,000  ?    A.  Yes,  sir. 

Q.  The  sale  was  made  subject  to  a  mortgage  ?  A.  Subject  to  a 
mortgage.    That  was  the  equity  value. 

Q.  You  "don't  know  just  what  the  incumbrance  is  at  present? 
/^.  'No,  I  would  rather  not  state  about  that. 
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Q.  To  whom  was  it  sold  ?  A.  It  was  exchanged  for  the  build- 
ing at  35  Nassau  Street. 

Q.  "We  had  that  in  part  the  other  night?  A.  That  is  one  of 
the  exchanges. 

Q.  Have  you  a  statement  of  the  rents  received  upon  those 
premises  ?  A.  ISTot  upon  the  1904  premises.  I  will  get  it  for  you 
if  you  will  allow  me. 

■  E.  W.  SCOTT,  resumed: 

BY  MR.  HUGHES: 

Q.  Mr.  Scott,  now,  recurring  to  this  question  of  the  surplus 
interest,  etc,  for  1904, 'which  amounted  to  $357,792,  are  you 
able  to  state  to  what  extent  that  surplus  was  the  result  of  mark- 
ing up  the  values  of  real  estate — ^book  values  I  refer  to?  A.  I 
think  I  have  a  schedule,  Mr.  Hughes,  perhaps,  I'  can  do  that.  We 
account  here  for  $135,000. 

Q.  Yes.  A.  How  much  does  that  leave  ?  Have  you  the  schedule 
of  real  estate  ? 

Q.  Here  is  the  schedule  of  the  real  estate  that  figured  in  the 
report  of  that  year?  A.  151  to  169,  inclusive  West  140th  Street, 
$30,000. 

Q.  There  you  have  about  $127,000  of  increased  value  in  your 
i-eal  estate  to  the  marking  up  at  the  end  of  1904'  which  is  in- 
cluded in  this  $353,000  of  gain  of  surplus A.  Part  of  that 

is  permanent  improvement,  just  how  much  I  caunot  tell  you. 

Q.  Yes.  A.  But  on  the  Twenty-eighth  Street  property  there 
was  quite  a  considerable. 

Q.  But  it  was  all  due  to  the  enhancement  of  value  of  real 
estate,  but  you  draw  the  distinction  that  in  some  cases  it  rep- 
resented moneys  expended  that  you  put  in  ?    A.  Yes. 

Q.  To  what  amount  was  that  the  case  ?  A.  Oh,  I  should  think 
$20,000. 

Q.  It  left  something  over  $100,000  which  was  added  to  the 
value  on  the  books  of  the  real  estate  ?    A.  Yes. 

Q.  Then  in  addition  you  realized  a  profit  of  $98,000  on  your 
real  estate?     A.  Yes,  sir. 

,Q.  And 'that  is  roughly  $200,000.  In  addition  to  that  you 
made  a  profit  on  the  sales  of  securities  of  about  how  much? 
A.  About  $36,000. 

Q.  Your  surplus  interest  as  distinguished  from  profits  on 
sales  or  enhanced  values  was  how  much?  A.  I  could  not  an- 
swer you  that  question  at  this  moment. 
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Q.  This  is  the  total  item  (handing  paper)  3  A.  Well,  I  know 
it  is  —  well,  it  would  be  the  difference. 

Q.  The  difference?   A.  Yes. 

Q.  Or  about  $116,000  or  so  ?   A.  Yes. 

Q.  The  net  result  is  that  the  insurance  experience  of  the 
year  was  unfavorable  and  the  loss  on  the  insurance,  that  is  on 
your  loadings  and  your  surrenders  taken  in  connection  with 
your  gain  on  mortality  and  on  surplus  interest  would  have  left 
you  a  decrease  in  your  surplus  for  the  year  had  you  not  had 
the  advantage  of  the  sales  you  have  mentioned?  A.  Pre- 
cisely. The  mortality  of  1904,  Mr.  Hughes,  as  you  will  see  by 
the  report,  if  it  is  not  there  on  that  statement,  was  considerably 
in  excess  of  the  previous  year,  and  that  is  what  makes  up  very 
largely  for  that  loss  in  loading. 

Q."  I  see  that  in  1903  the  surplus  interest  and  so  forth  is 
put  at  $101,000.  Is  there  any  part  of  that  which  is  made  iip  of 
enhanced  values  of  real  estate  ?    A.  I  think  not. 

Q.  Or  gains  on  sales  of  securities  or  on  sales  of  real  estate; 
apart  of  course  from  interest  returns  ?  A.  I  think  not.  I  think 
it  all  was  savings  in  that  year. 

Q.  Back  of  1904  was  the  surplus  interest  and  so  forth  re 
comparatively  small  amounts  as  compared  with  that  for  1904, 
and  they  represent  the  regular  interest  gains,  do  they?  A.  Fes, 
sir;  I  think  so.    I  do  not  recollect  any  sales  in  1903. 

Q.  Did  you  in  fact  increase  your  book  values  in  1904  in  ^rder 
that  the  results  of  your  business  for  that  year  might  not  become 
apparent?    A.  No,  sir, 

Q.  Or  you  might  have  an  increase  in  surplus?  A.  I  should 
just  as  soon  show  $500,000  as  $650,000,  but  it  was  to  take  ad- 
vantage of  the  value    that    we    had    there    under  suitable  ap- 

praisaL 

Q.  But  you  did  not  take  advantage  of  any  appraisal  that  you 
had  at  that  time,  you  recurred  to  the  old  appraisal  of  1902,  did 
you  not,  that  has  been  put  in  evidence  ?   A.  I  think  so. 

Q.  A  statement  is  contained  in  your  charter  to  the  effect 
that  any  surplus  arising  from  the  payment  of  persons  insured 
upon  the  non-participating  or  stock  plan  and  that  derived  from 
o^er  sources  shall  be  credited  pro  rata  to  the  stockholders 
but  shall  be  retained  by  the  corporation  as  a  guarantee  fund 
tmtil  the  same  shall  amount  to  the  sum  of  $250,000,  after  which 
anv  excess  may  be  divided  amongst  the  stockholders  annually. 
126 
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Has  any  amount  been  divided  amongst  the  stockholders  under 
that  clause  ?    A.  No,  sir, 

Q.  At  any  time  ?    A.  'No,  sir. 

Q.  You  have  been  asked  to  produce  a  specimen  of  your  agency 
contract?    A.  Yes,  sir. 

Q.  Does  this  show  the  commission,s  paid  to  agents  ?  A.  Yes, 
sir;  that  is  the  uniform  contract  in  its  entirety. 

ME.  HUGHES :    I  will  have  this  marked  for  identification. 

(Paper  marked  Exhibit  723  for  identification.) 

ME.  HUGHES:    From  this  it  appears  that  the  conmiissions 


accumulation  policies  participating  are  as  follows: 

Continued  payments,  including  joint  life,  first  year  50  per 
cent.,  second  and  subsequent  years  5  per  cent. 

Twenty  payment  life  50  per  cent,  and  5  per  cent. 

Fifteen  payment  45  per  cent,  and  5  per  cent. 

Ten  payment  75  and  5  per  cent. 

Endowment  maturing  in  30  years  50  per  cent,  and  5  per  cent. 

Endowment  maturing  20  years  45  per  cent  and  5  per  cent 

Endowment  maturing  in  fifteen  years  40  per  cent  and  5  per 
cent. 

Endowment  maturing  in  ten  years  25  per  cent,  and  5  per  cent. 

That  the  rates  of  commission  on  special  investment  policies 
participating  are  as  follows : 

Continued  payment  50  per  cent  and  5  per  cent 

Twenty  payment  50  per  cent,  and  5  per  cent. 

Fifteen  payment  45  per  cent  and  5  per  cent 

Ten  payment  35  per  cent,  and  5  per  cent. 

Twenty-five  year  endowment  bond  50  per  cent  and  5  per  cent. 

Twenty  year  endowment  bond  45  per  cent,  and  5  per  cent. 

Fifteen  year  endowment  bond  40  per  cent,  and  5  per  cent 

Ten  year  endowment  bond  25  per  cent  and  5  per  cent 

Commissions  on  term  insurance  participating  policies,  as  fol- 
lows: 

Twenty  year  renewal  term  50  per  cent,  and  5  per  cent 
Convertible  term  ten  year  distribution  policy  50  per  cent,  and 

5  per  cent. 

Eenewable  term  to  age  70  under  age  55  at  issue  50  per  cent 

and  5  per  cent 
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Special  policy  combination  term  renewal  option  participating 
50  per  cent,  and  5  per  cent. 

Combined  assurance  and  debenture  bond  non-participating  45 
per  cent,  and  5  per  cent. 

Endowment  6  per  cent,  gold  bond,  45  per  cent,  and  5  per  cent. 

It  is  further  provided  as  follows :  "  Commissions  on  premiuins 
on  all  classes  of  policies  not  named  in  Section  1,  shall  be  deter- 
mined by  the  party  of  the  first  part;  where  policies  are  changed 
and  an  allowance  made  on  old  policy,  no  commission  shall  be  paid 
on  any  amount  thus. transferred  from  old  to  new  policies;  if  the 
assured  under  any  policy  should  request  that  a  change  be  made, 
the  party  of  the  first  part  may  make  any  such  change,  the  com- 
mission thereafter  being  modified  to  such  rates  (if  any)  as  might 
be  applicable  to  the  substituted  policy;  and  the  commissions  pro- 
vided in  Section  1  shall  not  apply  when  the  assured  is  over  60 
years  of  age,  but  the  first  year's  commissions  on  such  cases  shall 
be  the  same  amount  in  cash  as  would  have  been  payable  had  the 
assured  been  aged  60  when  the  policy  was  taken.  If  any  policy 
issued  to  the  second  part  cease  to  be  in  force  for  six  months  and 
is  afterwards  restored  by  any  other  party,  then  the  party  of  the 
first  part  shall  be  discharged  fully  and  entirely  from  further  lia- 
bility to  the  party  of  the  second  part  on  account  of  said  policy, 
notwithstanding  such  restoration.  No  commissions  are  allowed 
on  extra  premiums. 

THE  WITNESS :  Now  follows  the  allowance  for  expenses. 

ME.  HUGHES :  It  is  further  provided  the  party  of  the  first 
part  will  furnish  such  stationery,  books,  blanks  and  canvassing 
literature  as  it  shall  consider  necessary  to  the  conduct  of  the 
business;  to  pay  (unless  otherwise  stipulated)  the  statutory 
license  fees  required  of  the  party  of  the  second  part  and  taxes 
within  said  district,  and  also  the  fees  of  examining  physicians; 
but  shall  have  no  responsibility,  for  expenses  otherwise  in- 
curred under  express  agreement  in  writing  between  the  parties 

hereto. 

It  is  further  provided  should  the  party  of  the  second  part  in 
any  calendar  year,  secure  and  settle  for  hereunder,  in  accordance 
with  the  rules  of  the  Society,  $5,000  in  first  year's  premiums  on 
business  as  scheduled  on  page  1  of  this  contract,  he  shall  be 
entitled  upon  the  premiums  on  said  business  of  said  year  to  re- 
ceive an  additional  renewal  commission  of  two  and  one-half  per 
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cent,  subject  to  the  stipulations  and  limitations  regarding  the 
payment  of  renewal  commissions  hereunder. 

It  is  further  provided  that  the  party  of  the  second  part  shall  be 
allowed  for  traveling  and  other  expenses  of  every  name  and^ 
nature  an  additional  commission  on  first  year's  premiums,  on 
business  as  hereinabove  scheduled,  which  shall  be  secured  and 
settled  for  through  his  instrumentality,  as  herein  provided,  of 
twenty  per  cent. 

Should  this  contract  remain  in  force  one  year  and  after  thaf 
date  be  terminated  for  any  cause  not  specified  in  paragraphs  13, 
14,  15,  16  or  19  hereof,  renewal  commissions  subject  to  the  stipu 
lations  and  limitations  herein  contained  shall  continue  to  be  paid 
to  the  said  party  of  the  second  part,  his  executors  or  administra- 
tors, for  the  term  of  five  years  from  the  date  of  each  policy  whil? 
in  force  during  said  term,  less  one  per  cent,  of  the  premium  ar 
a  collection  fee. 

Should  this  contract  remain  in  force  two  years  and  after  thar 
date  be  terminated  for  any  cause  not  specified  in  paragraphs  13, 
14,  15,  16  or  19  hereof,  renewal  commissions  subject  to  the  stip- 
ulations and  limitations  herein  contained,  shall  continue  to  bo 
paid  to  the  said  party  of  the  second  part,  his  executors,  admin 
istrators,  for  the  term  of  ten  years  from  the  date  of  each  policy, 
while  in  force,  during  said  term,  less  one  per  cent,  of  the  preni 
ium  as  a  collection  fee. 

Should  this  contract  remain  in  force  three  years  and  after 
that  date  be  terminated  for  any  cause  not  specified  in  paragraph; 
13,  14,  15,  16  or  19  thereof,  renewal  commissions,  subject  to  the 
stipulations  and  limitations  herein  contained,  shall  continue  to 
be  paid  to  the  said  party  of  the  second  part,  his  executors  or  (ad- 
ministrators, for  the  term  of  fifteen  years  from  the  date  of  each 
policy  while  in  force  during  said  time,  less  one  per  cent,  of  the 
premium  as  a  collection  fee. 

The  provisions  referred  to  in  paragraphs  13,  14,  15,  16  and  19 
relate  to  collection,  use  of  funds  collected,  defaults,  breach  of 
duties  in  connection  with  agreement  to  devote  full  time  to  the 
company,  to  submit  all  proposals  for  life  assurance,  whether  re- 
ported on  favorably  by  the  Medical  Examiner  or  not,  to  treat 
the  contract  as  strictly  confidential  and  to  any  interference  with 
the  business  of  the  company. 

THE  WITN'ESS:  'Now  you  have  another  specimen  there,  I 
think,  Mr.  Hughes,  where  the  renewal  commission  is  7^  per  cent. 
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Q.  Well,  it  is  practically  7^  per  cent,  under  this,  is  it  not?  A. 
It  is  5. 

Q.  It  is  5  with  an  arrangement  for  an  increase  if  the  premi- 

mns  amount  to  $5,000,  and  if  practiced A.  Yes,  in  other 

respects  it  is  the  same. 

Q.  Do  you  give  bonuses  to  agents  ?  A.  Contingent  bonus  some- 
times. That  was  the  practice  four  or  five  years  ago,  more  than 
it  has  been  for  the  last  year  or  two  years. 

Q.  Have  you  more  favorable  terms  for  particular  agents,  or 
is  this  a  schedule  that  is  in  force  ?  A.  No,  sir,  that  is  a  schedule 
rate, 

Q.  Do  you  have  any  other  rates  for  anyone?    A.  No,  sir. 

ME.  HUGHES :    Will  you  withdraw  for  a  moment,  Mr.  Scott. 

HEKRY  MOIR,  resumed. 

ME.  HUGHES :  Mr.  Moir,  have  you  the  figures  on  the  policy 
of  Mr.  Henry  Clay  Evans  of  Chattanooga  ?    A.  I  have. 

Q.  When  was  the  policy  issued  ?  A.  The  policy  was  dated  the 
24th  day  of  November,  1890. 

Q.  What  was  the  kind  of  the  policy?  A.  Yearly  renewable 
term  policy  with  surplus  applied  to  maintain  the  premium  lev- 
eled. 

Q.  Was  it  one  of  the  forms  that  had  been  put  in  evidence,  the 
form  of  1889.  A.  Practically.  There  may  be  a  word  or  two 
different  in  the  contract. 

Q.  In  substance  it  is  the  same?  A.  In  substance  it  is  the 
same. 

Q.  What  was  the  age  at  time  of  issue?    A.  Forty-seven. 

Q.  What  was  the  amount  of  the  policy  ?    A.  $10,000. 

Q.  What  was  the  initial  premium  ?    A.  $202. 

Q.  How  long  did  the  policy  remain  at  that  amount  or  that  rate 
of  premium  ?    A.  Eor  eight  years. 

Q.  Then  how  was  this  changed?  A.  An  increase  in  the  pre- 
mium became  necessary. 

Q.  What  was  the  increased  rate?    A.  $252.50. 

Q.  That  was  the  ninth  year  ?    A.  Yes,  sir. 

Q.  How  long  was  that  amount  paid  per  annum?  A.  It  was 
never  paid. 

Q.  He  re'fused  the  legal  period  ?    A."  Yes,  sir. 
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Q.  Whatyear  was  that?    A.  1898. 

Q.  Did  the  policy  then  lapse  ?    A.  It  lapsed. 

Q.  What  was  paid  upon  its  lapse;  did  it  have  a  surrender 
value  ?    A.  It  had  no  surrender  value. 

Q.  Why  not?  A.  Because  it  was  a  yearly  renewable  term 
policy  and  at  the  date  of  lapse  there  was  a  deficit  under  the  con- 
tract. , 

Q.  iN'o  surplus  had  been  accumulated?  A.  A  surplus  had 
been  accumulated,  but  it  had  been  used  in  keeping  the  premium 
level,  and  it  had  disappeared  before  1898. 

Q.  That  is,  on  account  of  the  use  of  the  surplus  the  premiums 
had  not  increased  before  1898  ?    A.  No. 

Q.  Otherwise  they  would  have  increased?    A.  Earlier,  yes. 

Q.  As  a  matter  of  fact,  you  say  there  was  a  deficit  on  the  pol- 
icy'?   A.  Yes. 

Q.  And  that  sized  off.    A.  Yes. 

Q.  What  was  the  rate  at  attained  age  at  the  time  the  policy 
lapsed  under  your  schedule  of  rates,  what  was  the  maximum  rate 
of  the  insured  at  that  time  ?  A.  That  rate  is  given  in  one  of  the 
schedules. 

Q.  I  want  to  compare  that  with  the  amount  which  is  charged 
the  insured  at  the  time  of  increase.  Can  you  state  it  approxi- 
mately ?  A.  I  presume  that  the  rate  was  the  same  as  the  schedule 
which  I  have  before  me,  $202.40. 

Q.  The  rate  to  which  it  was  raised  was  $252  at  age  attained, 
according  to  your  schedule  was  $292.     A.  The  maximum  rate. 

Q.  The  expectation  had  been  on  the  part  of  the  insured  that  ' 
he  would  not  have  to  pay  more  than  $202,  with  which  he  started, 
on  account  of  the  increase  in  surplus  and  various  ways  of  disap- 
pointment in  his  letter?  A.  Yes.  Perhaps  I  should  add  that  a 
ten  year's  time  contract  non-participating  in  two  of  the  largint 
companies  in  existence  brought  $240,  his  age  at  entry,  $240.50  in 
the  one  company  and  $243  in  the  other. 

Q.  For  what  contract  is  that?  A.  Ten  years'  time,  from  his 
age,  forty-seven.  That  is  what  he  said  in  his  letter  he  had  re- 
ceived. He  paid  out  $202.  Now,  the  rate  for  ten  years'  insur- 
ance, term  insurance,  non-participating,  with  no  rights  of  renewal, 
in  one  of  the  largest  companies  in  the  country  would  have  been 
$240.50. 

Q.  Now  you  say  one  of  the  largest A.  That  is   the 

Mutual. 
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Q.  Is  that  the  usual  rate  ?  A.  That  is  the  published  Mutual 
life  rate. 

THE  WITlSrESS:  But  other  companies  —  the  Connecticut 
Mutual  is  $243. 

Q.  That  shows  the  disadvantages  and  disappointments  from 
attempting  to  insure  people  too  cheaply  and  raising  hopes  that 
cannot  be  realized  ?  A.  Yes.  I  think  I  said  before,  the  premium 
rates  were  paid  on  eighty  per  cent,  expected  mortality, 

Q.  Eighty  per  cent.  ?    A.  Yes. 

BY  THE  CHAIRMAN: 

Q.  Is  there  a  clause  in  the  policy  which  would  have  warranted, 
Mr.  Evans,  of  the  possibility  or  the  probability,  and  if  so,  what 
clause  ?  A.  I  may  say  that  a  policy  with  the  same  form  was  the 
subject  of  suit  not  long  ago,  and  the  judge  rendered  a  decision 
saying  that  the  policy  was  clear  and  explicit,  and  there  was  na 
reason  to  misapprehend  its  terms. 

Q.  What  clause  was  there  in  Mr.  Evans'  policy  which  either 
permitted  tbat  practice  or  should  have  warned  him  of  its  exis- 
tence ?    (No  reply.) 

ME.  HUGHES:  That  policy  has  been  read  in  evidence,  but 
have  you  a  form  of  policy  under  which  Mr.  Evans  came?  A. 
Not  exactly.  There  are  some  verbal  changes,  but  the  form  I 
have  before  me  is  practically  the  form. 

Q.  Did  the  policy  that  Mr.  Evans  had  contain  this  clause? 

"  And  the  said  society  further  agrees  to  renew  and  extend  this 
insurance  upon  like  conditions  upon  each  successive  year  of  the 
life  of  the  insured,  from  date  hereof,  upon  the  payment  of  an- 
nual renewal  term  for  the  age  attained,  in  accordance  with  the 
schedule  rate  on  the  next  page  of  this  policy  for  each  one  thou- 
sand dollars  insurance,  excepting  as  reduced  by  the  application 
of  the  surplus  and  guarantee  fund.  Such  payment  to  be  made 
in  semi-annual  equivalents,  payable  on  the  fifteenth  days  of  Janu- 
ary and  July,  respectively,  in  each  successive  year." 

A.  To  the  best  of  my  knowledge  and  belief  that  is  exactly  the 
same  in  that  respect. 

Q.  Then  the  provision  for  the  guarantee  fund  was  in  the  form 
that  has  already  been  read  on  the  record  ?    A.   Yes, 


3976  Legislative  Insurance  Investigation, 

Q.  Contamiixg  the  words  that  after  deducting  the  expense 
charge,  which  is  limited  to  four  dollars  per  annum  on  each  one 
thousand  dollars  of  insurance,  the  society  agrees  to  appropriate 
the  residue  of  each  annual  premium  paid  upon  this  and  upon 
other  similar  .policies,  as  follows: 

So  much  thereof  as  is  necessary  for  paying  the  share  of  death 
losses  wiU  he  deposited  in  such  bank  or  banks  as  shall  be  desig- 
nated by  the  directors  as  a  death  fund  to  be  used  solely  in  set- 
tlement of  death  claims.  The  remainder  thereof  will  be  depos- 
ited in  trust  as  a  guarantee  fund  in  the  Farmers'  Loan  and  Trust 
Company,  or  such  other  depository  as  shall  be  designated  by  the 
directors,  and  wiU  be  applied  to  offset  the  otherwise  unavoidable 
increase  in  rates  of  premiums  on  accoi^nt  of  advancing  age. 

That  was  the  provision?    A.  That  is  the  general  provision. 

Q.  And  the  sole  point  was  that  the  "insured  got  the  idea  that 
xinder  that  the  accumulation  would  be  enough  to  prevent  a  change 
of  rates  ?    A,  That  is  right. 

Q.  And  that  is  what  those  who  issued  the  policy  believed;  at 
least  that  is  what  was  held  out  as  the  confident  expectation  ?  ■  A. 
Yes,  that  these  rates  would  continue  during  the  expectation,  and 
not  longer. 

Q.  Yes,  there  is  a  schedule  stated  there  of  rates  which  would 
be  charged  if  the  surplus  did  not  exist,  and  it  turned  out-  it  did 
not?    A.  Yes. 

Q.  Now,  we  have  another  letter  here .     A.  Mr.  Hughes, 

there  is  one  point  in  regard  to  expenditure  which  perhaps  I  could 
explain  a  little  more  clearly  if  you  wish  that  explanation. 

Q.  I  do  not  think  you  can  add  anything  to  it,  I  think  we  under- 
stand it  fully,  but  if  you  are  desirous  of  explaining  it  you  may. 
A.  The  gain  and  loss  exhibit  is  rather  an  elastic  schedule,  and 
in  1903 — ^between  1903  and  1904 — ^there  was  a  change  in  book- 
keeping arrangement,  whereby  the  charge  on  outstanding  pre- 
miums was  increased  fifteen  per  cent.,  I  think,  or  seventeen  and 
one-half  per  cent,  in  the  two  years,  which  made  a  difference  in  load- 
ings of  roundly  sixty  thousand  dollars.  That  difference  could  only 
be  charged  against  loadings,  but  there  was  in  effect  no  real  dif- 
ference. 

Q.  Who  made  this  difference?  A.  The  difference  was  made 
in  the  returns  to  all  departments. 

Q.  Who  established  the  rule  necessitating  the  difference}  A. 
It  was  made  in  the  company. 


Testimony  of  Henry  Moir.  3977 


Q.  You  advanced  this  explanation  in  connection  with  the  show- 
iag  for  1904?    A.  Yes. 

Q.  The  loss  on  loading?  A.  The  loss  on  loading  was  book- 
keeping as  between  the  two  years  to  the  extent  of  fifty-five  thou- 
sand or  sixty  thousand  dollars. 

Q.  Why  should  it  have  been?  A.  Because  of  the  change  in 
practice,  the  change  in  plans  in  creating  outstanding  premiums. 

Q.  If  you  can  get  to  the  bad,  fifty  thousand  dollars  one  year 
that  way,  you  can  get  to  the  good,  fifty  thousand  dollars  the  other 
way  by  changing  the  bookkeeping  can  you  not?'  A.  I  do  not 
think  the  Insurance  Department  would  allow  a  change  from 
twenty  per  cent,  deduction  to  a  five  per  cent.  They  would  allow 
the  change  the  other  way. 

Q.  What  was  the  change  you  made?  A.  It  meaiit  taking  credit 
for  less  outstanding  premiums  to  the  extent  of  fifteen  to  seventeen 
and  one-half  per  cent.,  and  the  only  place  in  which  that  can  pos- 
sibly get  in  the  gain  and  loss  exhibit' is  in  loadings. 

Q.  Here  is  a  letter  written  by  your  company  with  regard  to 
Chestnut  Policy,  October  2,  1904,  No.  63,856,  as  follows:  That 
is  written  by  a  general  agent  of  your  company. 

"  October  26,  1906. 
"Messrs.  Hesse  &  Shingler,        ' 

"  Charleston,  South  Carolina, 

"  Gentlemen: —  Your  letter  of  October  20  to  the  home  office  of 
the  Provident  Savings  regarding  Policy  63,856,  on  the  life  of  Cor- 
nelius Chestnut,  Tfhich  policy  is  assigned  to  you  has  been  re- 
ferred to  me  for  reply.  I  am  informed  by  the  home  office  that 
the  premium  which  has  been  charged  for  the  past  eleven  years 
under  this  policy  is  so  exceedingly  low  and  the  mortality  experi- 
ence in  this  class  has  been  higher  than  was  originally  anticipated, 
that  there  has  been  no  dividend  earnings.  In  accordance  with  the 
terms  of  the  present  policy,  the  insurance  may  continue  beyond 
October  2,  1905,  without  new  medical  examination  being  required 
under  any  form  now  issued  by  the  Society  at  the  premium  rate  for 
the  insured's  attained  age.  We  think  in  view  of  Mr.  Chestnut's 
advanced  age  a  continued  payment  non-participating  policy  would 
be  the  most  desirable.  Under  this  form  the  annual  rate  per  thou- 
sand is  $112.63." 

Q.  Mr.  Chestnut's  policy  was  issued  at  age  59,  amount,  $3,000! 
A.  Yes. 
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Q.  October  2,  1894,  and  the  initial  premium  was  $130.11,  and 
how  long  did  he  pay  that  premium  ?  A.  The  policy  contract  pro- 
vides it  should  run  to  the  age  of  YO. 

Q.  That  was  a A.  A  fixed  rate  for  eleven  years  of  in- 
surance.         , 

Q.  And  this  was  issued  in  1894?  A.  Yes.  Perhaps  I  could 
illustrate  again 

Q.  Pardon  me.    He  got  to  the  age  of  70?     A.     Yes,  sir. 

Q.  And  then  he  wanted  to  know  what  he  was  going  to  get  ? 
A.  Yes,  sir. 

Q.  And  then  he  referred  to  this  clause  in  the  policy  regarding 
dividends  and  extended  insurance :  "  The  surplus  contribiited  by 
this  policy,  if  it  be  in  force,  at  its  anniversary  in  1905  will  then 
be  paid  as  a  dividend  in  cash,  except  that  if  written  application 
shall  have  been  made  therefor  not  less  than  one  year  prior  thereto, 
the  Society  will  at  said  anniversary  issue  upon  the  life  of  within 
named  insured,  with  medical  re-examination,  a  new  renewable 
term  policy  for  quinquennial  or  longer  period  than  his  option  for 
an  equal  or  less  amount  of  insurance,  conditioned  upon  the  pay- 
ment of  the  Society's  rates  of  premium  for  his  then  attained  age, 
and  in  such  case  said  dividends  will  be  applied  to  reduce  the 
premiums  payable  thereon.  If  after  three  years  the  policy  be 
terminated  solely  by  the  non-payment  of  any  premium  when'  due 
the  owner  hereof  will  be  entitled  to  the  surrender  value  in  ex- 
tended insurance  as  provided  in  the  Statutes  of  the  State  of  ISTew 
York,  Laws  of  1892,  etc."  A.  There  was  no  surplus  contributed 
by  this  policy. 

Q.  Then  he  was  not  entitled  to  anything?  A.  He  was  en- 
titled to  continue  the  insurance 

^Q.  On  paying  for  it?  A.  Whatever  the  state  of  his  health 
might  be. 

Q.  "Well,  that  is,  he  was  entitled  to  continue  the  insurance  at 
attained  age  without  a  medical  examination?     A.  Yes. 

Q.  The  advantage  to  him  under  the  policy  was  the  freedom 
from  the  necessity  of  passing  a  medical  examination?  A.  Yes, 
and  the  protection  he  obtained  during  the  eleven  years. 

Q.  This  was  a  term  policy  to  age  70?     A.  Yes,  sir. 

Q.^And  the  net  result  was  that  what  he  had  paid  in  in  annual 
premiums  of  $130.11  for  eleven  years  simply  sufficed  according 
to  the  experience  of  your  company  to  carry  his  insurance  and  left 
him  nothing  for  the  money  except  the  fact  that  his  risk  had  been  , 
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carried?  A.  That  is  so.  As  a  matter  of  fact,  it  did  not  suffice, 
it  was  not  enough. 

Q.  "Was  that  because  of  the  heavy  mortality  in  the  company? 
A.  Partly  so,  and  partly  because  the  premium  may  have  been 
much  too  low. 

Q.  The  premium  was  too  low?     A.  I  think  so. 

Q.  And  the  mortality  too  high?     A.  Yes. 

Q.  That  is  a  bad  combination  ?     A.  I  think  so. 

Q.  What  about  agents'  balances  in  your  company,  do  you 
know  about  those?     A.  ISTo,  nothing  whatever. 

EDWAED  W.   SCOTT  resumed. 

BY  ME.  HUGHES: 

Q.  Mr.  Scott,  regarding  your  agreement  with  agents,  you  have 
under  date  of  November  15,  1905,  issued  a  supplemental  letter  as 
to  non-participating  plans  ?     A.  Yes. 

Q.  And  ia  brief  the  purport  of  that  is  what,  to  raise  the  com- 
missions on  non-participating  business?     A.  Somewhat,  yes,  sir. 

Q.  To  make  them  -more  nearly  approach  the  commissions  on 
participating  business?     A.  Yes,  sir. 

Q.  Prior  to  that  time  it  was  to  the  advantage  of  the  agent  not 
to  write  non-participating  business?     A.  Exactly. 

Q.  And  the  participating  business  paid  you  a  larger  premium  ? 
A.  The  participating  business,  yes,  sir. 

Q.  Although  the  surplus  results  had  not  been  as  anticipated? 
A.  I  must  say  that  during  the  last  year  there  has  been  a  tendency 
to  writing  a  larger  line  of  non-participating  business  generally  in 
the  companies. 

Q.  And  what  has  been  the  reason  for  that — ^has  that  been  a 
general  disappointment  with  results  on  dividends  in  participating 
business  ?     A.  To  some  extent,  I  must  say. 

Q.  And  in  this  circular  you  have  given  the  agents  an  additional 
advantage  in  non-participating  business?     A.  Yes,  sir. 

Q.  Well,  you  refer  to  this  year,  to  the  result  of  the  agitation 
this  year  ?     A.  To  some  extent,  yes. 

Q.  Growing  out  of  the  Equitable  trouble?     A.  Very  largely. 

Q.  With  regard  to  agents'  bonds,  do  you  treat  those  as  assets  1 
A.  No,  sir,  we  do  not. 

Q.  What  do  you  do  at  the  end  of  the  year  when  you  have  a 
large  amount  of  agents'  balances  and  you  wish  to  make  a  good 
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showing  by  your  report,  do  you  get  in  a  temporary  payment  and 
then  loan  out  money  again  to  the  agents  ?  A.  We  have  our  agents 
pay  up  their  balances  as  fully  as  they  can. 

Q.  At  what  time  in  the  year  ?     A.  In  December. 

Q.  Then  do  you  in  January  make  increased  advances  to  them  ? 
A.  Usually  less  amounts. 

Q.  Well,  take A.  !N'ot  in  January,  but  the 

Q.  Early  in  the  year  ?     A.  Early  in  the  year. 

Q.  In  other  words,  if  you  were  to  take  the  agents'  balances  as 
they  exist,  say  on  the  1st  of  December  in  a  given  year,  and  as 
they  exist  on  the  1st  of  March  the  following  year,  there  would 
not  be  much  difference?  A.  Well,  that  would  depend  upon  the 
condition  of  the  agents. 

Q.  But  if  you  took  them  on  December  31st  and  compared  them 
with  the  1st  of  December  there  would  be  quite  a  difference  ?  A. 
Yes. 

Q.  Frankly,  is  it  not  the  point  that  they  are  encouraged  to  give 
you  payments  in  December,  and  in  that  way  free  a  certain 
amount  for  your  cash,  balance  ?  A.  It  is  the  usual  practice,  yes, 
sir. 

Q.  Which  otherwise  would  be  treated  as  a  non-admitted  asset 
by  the  Department  ?     A.  Tea. 

Q.  To  what  extent  does  that  go,  do  you  get  checks  from  them 
which  you  treat  as  cash  at  any  time  ?     A.  Yes. 

Q.  Do  you  get  checks  from  them  on  the  31st  day  of  December 
sometimes  which  you  carry  over  ?     A.  Or  before. 

Q.  Do  you  take  checks  which  you  treat  as  cash  which  do  not 
go  through  the  banks,?  A.  Well,  very  seldom.  I  do  not  think 
that  our  cash  in  the  office — ^that  would  be  cash  in  office  ever  ex- 
ceeds $2(3,000. 

Q.  It  appears  from  your  report  for  1903  that  the  amount  of 
agents'  debit  balances  were  $235,333.23,  and  the  amount  of 
agents'  balances  for  1904  were  $77,005.77.  What  was  the  expla- 
nation of  the  difference  ?     A.  We  charged  off  the  difference. 

Q.  You  mean  charged  to  profit  and  loss  ?     A.  Yes,  sir. 

Q.  They  were  not  reduced  by  giving  any  cash  at  that  time? 
A.  No,  sir.     Is  not  that  correct,  Mr.  Hubbard  ? 

ME.  HUBBARD:    Yes. 

Q.  Can  you  give  a  statement  by  months  of  the  amounts  of 
your  monthly  debit  balances  to  agents  for  a  period  of  five  years  ? 
A.  Yes,  sir. 
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Q.  If  you  will  have  that  for  me  on  iMjonday  morning,  and  also 
a  statement  that  I  asked  with  regard  to  that  real  estate. 

MR.  GILBERT :  Let  me  know  exactly  what  you  want,  and  I 
will  have  it. 

MR.  HUGHES:  If  five  years  imposes  too  much  of  a  burden 
on  you  in  that  respect 

THE  WITNESS :    It  would  be  quite  a  task. 

MR.  HUGHES :  Make  it  two  years,  and  that  will  answer  our 
purposes.  Make  it  from  January,  1903,  to  ISTovember,  1905,  the 
monthly  balances  of  the  agents,  and  that  will  answer  the  purpose. 

Before  we  go,  will  you  state,  Mr.  Moir,  whether  the  Blue  Book- 
figures  are  correct  of  the  premiums  received,  payments  to  policy- 
holders and  expenses  and  total  disbursements. 

MR  MOIR :  The  expense  item  certainly  was  incorrect.  That 
was  given  correctly  in  a  statement  filed  with  Mr.  Hughes. 

MR.  HUGHES :  Have  you  the  data  which  wiU  enable  you  to 
state  the  total  your  company  has  received  from  its  organization  in 
premiums,  and  the  total  it  has  paid  to  its  policyholders? 

MR.  MOIR:    No. 

MR.  HUGHES :  Have  you  no  records  which  will  enable  you 
to  state  that? 

MR.  MOIR :  Not  to  my  knowledge,  in  the  company.  "We  must 
have  some  sort  of  record  which  will  state  it,  but  I  do  not  know  it. 

MR.  GILBERT:  Mr.  Hubbard  says  he  will  give  you  a  state- 
ment of  that  on  Monday  morning,  Mr.  Hughes. 

THE  CHAIRMAN :  The  Committe  will  now  take  an  adjourn- 
ment untU  Monday  morning,  December  18,  1905,  at  10 :30  A.  M. 


